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IHE YEAR AHEAD 


UDGED even by post-war standards, 1956 has been a 

disappointment to the student of economic trends. Already 

in the new year it was apparent that the autumn supple- 
mentary Budget would fail to restrain adequately either con- 
sumption or investment. In February, THE CHANCELLOR raised 
Bank rate to 54 per cent and in the following month the Capital 
Issues Committee was adjured to adopt a ‘vigorous critical. 
attitude’ towards all applications. At the same time the limit 
above which the consent of the Committee was required was 
reduced from {50,000 to the war-time figure of £10,000. The 


. anxiously-awaited Budget gave the public little to enthuse over, 


except perhaps for the long-overdue concessions to the self- 
employed since enacted in Section 22 of the Finance Act. 

' The restrictions on hire-purchase, coupled with the continuation 
of the 'credit squeeze', were felt with particular force by the 
automobile and' electrical goods industries. In addition to the 
contracting home market, the sudden fall in Australian orders, 
and increasing competition elsewhere in the world, affected the 
car industry with particular severity as well as industries producing 
consumer durable goods. In consequence, the number of regis- 
tered unemployed tended to rise and would have been much 
greater but for the extensive adoption of short-time working. 

The volume of exports, however, was well maintained and there 
was a substantial increase in exports to the dollar area. In con- 
sequence of this improvement, coupled with a slight favourable 
movement in the terms of trade, there was a welcome surplus of 
£144 million on the balance of payments account for the first half 
of 1956. Despite the effects of the international crisis on the United 
Kingdom’s overseas trade, THE CHANCELLOR has since declared ` 
that taking the year as a whole, a modest surplus is to be expected. 

On the home front, a cheering feature — at least, in respect of 
its long-term promise — was the continued boom in industrial 
investment. The O.E.E.C. report on economic conditions in the 
United Kingdom commented that the effect of the 'credit squeeze' 


on investment 


‘seems to have been substantially less than expected, no doubt 

because of the high level of self-financing and the need for com- 

pleting longer term programmes’. 
More recent assessment of the trend in See investment 
indicates some levelling out at the high level of recent months. 
If some of the capacity in the machine tool industry and other 
engineering producers is released and diverted into the export 
markets, there would be both a short- and long-term benefit to 
this SES, e 


* 


—————— HÁ'!— À—! 


The end of the year was dodiad by the 
Suez crisis. The long-term consequences for the 


economy may be more serious than the immediate 


difficulties arising from the oil shortage. The fall 
of $279 million in the gold and dollar reserves 
during November, reduced them to` $1,965 
milion-a level quite incompatible with the 


United Kingdem’s position as banker -to the 


sterling area. Some recovery is inevitable: as 
speculators review the situation, but it will be 


an uphill task to raise the reserves.even to the 


mid-1955 level of $2,680 million. 
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the Government now has less room for manoeuvre 
and less time in which. to achieve results. The 


, first need is.to build up the depleted gold and 


dollar reserve. Unless this is done, every transient 
fluctuation in the balance of trade will take on 
the aspect of a major crisis. The contraction of 


"imports and the expansion of exports whereby 


the surplus is to be earned, can only be achieved 
by changes in the internal financial policy. The 
‘credit squeeze’ alone cannot provide the solution, 
if only because the deflationary pressure cannot 


be carried to the point at which the bargaining . 


A more serious threat to the long-term status 3 


of sterling is contained in the increased ocean ` 


power of organized labour is sufficiently reduced 


‘to stem the upward spiral of wages. The quest for 


freight rates, and the road transport charges ` 


which are being passed on to the final consumer 
with almost indecent haste. It is particularly 
unfortunate that this should happen just at the 


co-operation between labour and management 
must be continued, not simply as a desirable facet 
of social policy, but asa matter of economic life 


. and death. 


time when the unions are taking up their allotted: . 


positions in the annual wage queue.. The railway 
workers have rejected the Transport Com- 


mission's offer of à 3 per cent increase, which is- 
quite as much as the economy, much. less the . 


railways, can afford. The miners and engineers, 
who have already staked their claims, will be 
awaiting the outcome of the railway workers' 
negotiations with more than usual attention. 


It will be a major error of policy if the Govern- 


ment allows the public to believe that our 
economic difficulties - which may well be in- 


tensified in 1957 — are the direct outcome of the 


Suez affair. Nothing could be further from the 


truth. That the events of recent weeks have 


aggravated the problems is certain; the present 
level of our reserves bears eloquent testimóny on 
this point. But the fundamental causes of the 


United Kingdom's economic instability are the- 


same as those which have led to all the previous 
overseas payments crises in the post-war period. 
Quite simply, it is the excessive monetary demand 
for goods and services both in the private and 
public sectors. And as long as it persists, wages 
will chase prices and imports will rise; while the 
task of achieving an adequate level of exports will 
become increasingly difficult. The long-foreseen 
possibility of the United Kingdom pricing itself 
out of the world markets is now EE a stern 
fact... 

The Government, in 1957, faces the same old 
problems. There is, however, amw important 
difference from the ae postwar period: 


- a 


Looking back, it is apparent thát the "White 
Paper on incomes and prices published in Feb- 


ruary last year, and ‘THE CHANCELLOR’S “price 


plateau', enjoyed no more success than did their 


.predecessors in créating a suitable climate of 


public opinion in which some real progress can 
be made in these matters. It is debatable whether 
the pending revision of the Rent Restriction Acts, 


' however justified, will contribute to this state of 


public opinion, even if it will not immediately 
affect specifically working-class accommoda- 
tion. 

Perhaps some relief may . be found, as in past 
years, in the expansion of the national product 
consequent upon the boom in industrial invest- 
ment. Budgetary policy will; it seems, "pe called 
upon.to play a bigger part in regulating *the 
economy than the Government may like. Mm 
MACMILLAN'S forebodings regarding income tax 
next April may well be realized. In the last resort, 
however, any contraction in the inflationary 
pressure at home must be reflected in redundancy 
of labour in certain industries. The past year 


‘provided an object lesson in how this issue should 


not be handled, by management as well as by 
labour.. : 

It is a sobering thought that after a decade of 
pronouncements and discussion of our economic 
problems, ‘a major part of the populace remains 
apparently ignorant of their cause and oblivious 
of their dangers; 1957 could be the year in which 


‘there’ appeared a growing awareness of the facts 


of economic life. — ^, 


{ 
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SURTAX DIRECTIONS . 
APPORTIONING THE COMPANY'S INCOME 


N the Special Commissioners make 
a surtax direction on a company they 
have to apportion its statutory income 


among the.'members', using that word in its 
extended meaning, in accordance with their 
‘respective interests’ (Income 'lax Act, 1952, 


. Sections 245 and 248 (1)). The Special Com- 


missioners must then ‘give notice’ of the 
apportionment by serving on the company a 
statement showing the total income and either 
the amount apportioned to each member or the 
amount apportioned to each class of shares as they 
think fit. 

. In the straightforward case "the process of 
apportionment would be simple enough, but 
surtax direction companies are rarely -straight- 
forward cases and the Act gives little real guidance 
as to how the interests of the various members 
and loan creditors are to be quantified in terms 


~ of rights to the company’s income. 


In the case of ‘investment companies’, the 
Special Commissioners have an express dis- 
cretion to attribute to each ‘member’ an interest 
corresponding to his interest in the assets on 
winding up (Section 259 (D, but this does not 
prevent them from also taking such matters into 
account in the case of a trading company (F. P. H. 
Finance Trust Ltd v. C.I.R. (23 A.T.C. 147; 26 
T.C. 131)). Moreover, it was.pointed out in that 
case that not everyone who fell within the 
extended definition of ‘member’ was SES 
to be included in the apportionment. 

"^ The decision in Wigram Family Settled 
Estates v. C.I.R. ([1956] T.R. 293) has made 
another smali contribution towards filling the 
gap left by the laconic nature of the legislation 
concerning apportionment. In that case, the 
company failed in its contention that profits 
which had to be applied in building up a pre- 
ference share redemption fund should be 
apportioned to the holders of those preference 
shares, rather than to the holders of the equity. 

The company. was an investment company 
incorporated i in 1932. Ín 1934, 50,000 6 per cent 
redeemable preference shares of {£1 each: were 
issued for cash -to the Equity and Law Life 


Assurance Society on terms, tnter aha, that they 
were to be repaid within five years after March 
318t, 1935, and that the company was to set 
aside £9,050 out of profit available for dividend 
in each year from April rst, 1935, to be credited 
to a redemption reserve until it arpounted to 
£50,000. In 1936, another 50,000 6 per cent 
redeemable preference shares were issued to the 
same holder, and, in accordance with its stipu- 
lations, the company’s articles were altered so 
as to require all 100,000 shares to be redeemed 
within ten years from March 31st, 1935. The new 
article also required the company to credit the 


redemption reserve with £7,797 out of profit 


available for dividend for every year after March 
1936. In arriving at profit for this purpose, no 
deduction was to be allowed as remuneration to, 


inter alia, the’ principal shareholders. 


By March 31st, 1949, the reserve stood at 

£77,000 and in 1949-50, 1950-51 and 1951-52 
further transfers were made to it of £4,000, 
{£10,000 and £4,000 respectively. On August 
30th, 1950, £80,000 of the reserve was applied 
in redeeming a corresponding BUDE of pre- 
ference shares. . 
. The Special Commissioners made surtax 
direction$ for each of these three years and in 
apportioning the income they confined the 
assurance society's share to six per, cent of the 
preference shares for the time being outstanding. 
The company argued that the society had an 
‘interest’ in the redemption reserve, which interest 
ought to be reflected in the apportionment: 

Vaisey, J., rejected this contention and tpheld 
the apportionment. He said the fallacy of the 
company’s contention lay in treating the re- 
demption reserve as something in the nature of a 
bonus or premium for the preference share- 
holders whereas all it did was to provide for 


redemption —a thing which might or might not 


be beneficial or welcome to the holders. 

The Court of Appeal has now affirmed this 
decision, observing that the interest of the society 
in the reserve was not an 'interest' within Section 
248 (1). This decision may well have the effect of 
reducing the surtax liability in many cases. 
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PREMIUMS FOR LEASES 
A 'SCHEDULE A' PROBLEM 
by T. J. SOPHIAN 


of having their fingers severely burnt in 

consequence of legal miscalculation as to 
the incidence of the liability to Schedule A, is 
the moral to be drawn from the recent case of 
Gatehouse 0. Vise ([1956] 1 W.L.R. 1509). 


‘ke investors in property run the risk 


Limited Right of Deduction of Schedule A Tax 
: from Rent 
'The tenant can only deduct the tax from his next 
payment of rent. The classic illustration of the 
. loss of this right is British Photomaton Trading 
.Co v. Playfair ((1933] 2 K.B. 508). There, the 
lessees had sublet, and the sublessee who was in 
occupation, having paid the Schedule A tax 
assessed upon the premises, had deducted the 
amount of the tax from tbe next payment of rent 
which was due from him to the lessees on June 
24th but which in fact was paid by him on July 
Ist. However, the lessees' lease was coming to an 
end, and the last payment of rent due in advance 
from them to their immediate landlord had 
already been paid in full by them on June 24th. 
The position therefore was that the sub- 
tenant had paid and effectively deducted the tax 
as against his sublessors, the lessees, but there 
was no more rent to be paid by the latter to their 
own landlord. It was held that the lessees had 
lost the right of recovering the tax as against their 
own landlord; for their only method of recovery 
was by this method of deduction of the tax as 
against the next payment of rent. 


Letting in Parts of Blocks of Premises 


A problem arises in cases where blocks of 
premises are let out in separate portions to 
different tenants. In certain circumstances the 
Schedule À assessment may be made on the 
owner of the whole block and not on each 
individual tenant. 

Under Section rog (1) (c) of the Income Tax 
Act, 1952 (which replaces Rule 8 (c) of No. VII 
of the Rules applicable to Schedule A of the 
1918 Act), the assessment and charge is to be on 
the landlord in respect of ‘any house or building 
let in different apartments or tenements and 
occupied by two or more persons severally'. 
Thus, in the case of a house in which separate 
floors are let out to different tenants, the landlord 


would be assessable and not each tenant. 

- Or again, in the case of a property consisting 
of several blocks of flats, each block having its 
own common entrance from the street, each block 
would be assessed as one unit and the assessment 
would be on the landlord, and not on the various 
tenants occupying flats in the block. 

There is, however, another provision, Section 
113 of the Income Tax Act, 1952 (replacing 
Rule 12 of No. VII of Schedule A of the 1918 
Act), which deals with the position of ‘divided 
houses’ and which it is difficult to differentiate 
from Section 109. Under the provision, 

‘,.. where a house is divided into distinct properties 

and occupied by distinct owners or their respective 

tenants, such properties shall be separately 
assessed and charged on the respective occupiers 

thereof’. l 

Section 113 therefore appears to envisage a . 
case where the structure is split up into distinct ` 
and presumably therefore separate and self- 
contained parts, and where the parts are in 
distinct and presumably therefore separate owner- 
ship. 'lhe section accordingly excludes the 
conception of the comprising structure, in which 
the various component parts are housed, being 
in a single ownership. It is in this latter respect 
that Section 113 differs from Section 109. 


The Material Facts in Gatehouse v. Vise 

In Gatehouse v. Vise, the structure consisted. of 
a ground floor, which comprised four garages, 
and a first floor which comprised five flats. There 
were no means of communication through the 
garages to the first floor. The only means of 
access to the flats was by one of two common 
staircases and along a balcony on to which the 
front doors of the flats opened. 

The appellant was the lessee and occupier of 
one of these flats under a lease for a term of about 
twenty-two years at a rent of {1 per annum, 
for which he had paid £2,270. The incidence of 
liability to Schedule A tax was of importance 
to the parties, since, if the tenant was liable, he 
would have to bear the burden of a substantial 
annual outgoing which, because of the lowness of 
his rent, he could not pass on to his landlord: 
On tHe other hand, the landlord, if he was liable, 
would suffer indirectly à diminution in. the 
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purchase price he had.in effect received for the 
sale of the leasehold interest in the flat. 


Grounds of Decision: Single Ownership of 
Comprising Structure ` 


The Court held that the case fell within Rule 
8 (c) (now Section 109) and not under Rule 12 
(now Section 113). The grounds of this decisión 
appear to have been that the whole of the 
comprising structure was in the ownership of 
one person, and that the tenant of the flat- 
whose interest, it should be noted, was limited.to 
a few years — could not be regarded as a distinct 
and different owner vis-à-vis the owner of the 
whole structure. 

In coming to this conclusion, the Court 
followed the' decision in Attorney- General v. 
The Mutual Tontine Westminster Chambers Assoct- 
ation Lid ((1876), x Ex D. 467). In that case, 
the premises consisted of seven blocks of build- 
ings; each block was divided into two ranges by 

an internal staircase which had only one door at 

fine principal street entrance. Each block, in its 
internal arrangement, was structurally divided 
into different tenements or suites of rooms; 
-these suites were quite distinct from, and had no 
means of communication with,. each other- 
except that each had a door opening on to the 
common staircase. The street door was locked at 
night,’and a porter resided in a distinct suite of 
rosiiis in the basement. He had a key of, and 
access to, each of the suites for general superinten- 
dence and as the tenant’s servant. 

Most of the suites were let as chambers, offices, 
or residences to tenants for terms of years, at 
yearly rents payable quarterly. The Association, 
whq were the landlords, provided gas for the 
staircases, halls and passages, and water for the 
entire building, and paid rates and taxes. In the 
valuation list, each suite was treated as a separate 
tenement, and the respective tenants were 

eparately assessed to rates. 

The question was raised whether for the 
ose of the inhabited house duty, each suite 
e treated as a separate unit (as it was 
it should be so treated for rating 
v. St Georges Union (L.R. 
ther each block was to be 
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provided 
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inhabited by two or more E or families, the 
same shall nevertheless be . . . charged . . . as if 
such house or tenement was inhabited by one 
person or family only, and the landlord or owner 
Shall be deemed the occupier of such doe 
house and shall be charged to the said duties . 


On the other hand, Rule 14 provided that 


‘where any dwelling-house shall be divided into 
different tenements being distinct properties, every 
such tenement shall be subject to the same duties 
as if the same were an entire house, which duty shall 
be paid by the occupiers thereof respectively’. 
The Court held that Rule 6 applied and that the 
Association were to be assessed as occupiers of 
each block treated as one house, and that the res- 
pective tenants of the suites were not answerable. 


Distinct Properties 


The Court laid emphasis on the words ‘distinct 
properties’, in Rule 14. Thus, the Master of the 
Rolls said at pages 480—481: 

"Ihe Sixth Rule contemplates tenements which 
are not distinct properties, What is the meaning of 
"distinct properties"? Here again, you must apply 
the same rules of construction. "Divided into 
different tenements in distinct ownership", is the 
primary meaning. Are these distinct ownerships? 
It is plain they are not, because there 1s only one 
landlord, and one tenant for each of tlie tenements; 
there 1s a direct letting from the landlord, the 
owner, to the one tenant below him. If the tene- 
ment had been sold to different people, and there 
had been several demises, it would have been a 
different thing; there would then have been 
different landlords, and perhaps intermediate 
tenants, and I do not say what our decision would 
have been; but that is not the case here; it is a 
mere letting; it is not within the Fourteenth Rule, 
because in no sense can there be distinct properties 
there being but one landlord throughout. 

"I here was another argument as to "distinct 
properties" which I was not quite able to follow. 
It appears to have been suggested that the word 
"property" may be used not in its ordinary sense 
as showing ownership, but as showing some 
distinction of structure that is, not as describing 
the proprietorship but as describing the structural 
character of the building. I think that is not the 
true meaning, but even if it were, looking at the 
word "divided" and looking at the word “distinct”, 
I should say these tenements were not within the 
Fourteenth Rule. I do not think that these proper- 
ties are distinct in the sense of any severance of 
that kind; we should want a physical distinction 
which everybody could see.' 


Effect of Sale of Freehold of Part 
Single ownership of the block comprising the 
yatious parts separately let off by the same 
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owner, therefore, is an important factor. In 


such a case the owner would be assessable. Thus, 
in Gatehouse v. Vise, had the freehold of the 
flat been sold, a different situation would have 
arisen, since the ownership of the flat would have 


been distinct from the ownership of the remainder 


of the structure. In other words, there would 
not have been a single or common owner of the 
whole block. In that case, two separate units 
would have. been constituted, each of which 
would have been separately assessable to 
Schedule A. : 
Conclusion 

'The Seel of the decision in Gatehouse v. Vise, 
therefore, is that whenever properties are let at 
low rents for substantial premiums, so that in 
effect the rent 18, as it were, capitalized and paid 
in advance, particular consideration should be 
given to the question as to the incidence of the 
liability to Schedule A tax. The amount of the 
premium should be related to the Schedule A 
liability and its incidence. Otherwise the land- 
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lord, if he was under the erroneous impression 
that the liability would fall on his tenant, might 
later learn to his cost that, in fixing the purchase ` 
price. of the leasehold interest, he had omitted 
to take that factor into account, and that he 
should have fixed the premium at a higher figure. 
Conversely, a tenant, if he paid a premium 
without realizing that the Schedule A charge 
would fall on him and that he could’ deduct 
virtually nothing by way of tax from his rent, 
-B later find that the premium was higher 
in effect than he bad anticipated. | 
Furthermore, the case raises a further question. = 
Would the result have been different had the 
term been one of considerable length and not 
merely one of twenty-two years, and had the 
rent been purely nominal, such as 1s per annum? 
In that event the interest granted would have 
approximated to a freehold interest in the pro- 
perty, and it might have been contended that 
the occupier of the flat should have been assess- 
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by I. F. RICHARDSON City Editor, The Birmingham. Post. . 


journalists working on daily papers are really 

no more than slightly better i See laymen 
writing for slightly less well-informed laymen. 
fact, I only dare to stand in front of you because, for 
my sins, I-have to read and try to digest in a great 
hurry every day large numbers of company accounts. 
On such a diet, one soon acquires very definite 


Yi are all of you See whereas TN 


_ prejudices against certain ways of presenting company 


accounts, 

Of course, one cannot expect company secretaries 
to change their ways just to suit city editors — indeed, 
I suspect that secretaries really wish city editors did 
not exist] But what I do want to try and show is that 
it would actually pay companies to give more thought 
to the way in which they present their accounts, and 
then I would like to suggest one or two ways in 
"ncn that might be done. . | 


The Investing Public 


The. investing public, after all, is rather a different 
body from what it used to be and its composition is 


still changing. The wealthy man and the professional . 


investor are, I think, less important than they used 


An address given at a meeting of the Birmingham and Dis- 
il Society of Chartéred Accountants, on October. 18th, 
195 mm 


to be. On the other hand’ the small investor ca. not 
yet, perhaps, much more important than he Was 
efore the war, but many of us feel that more small 
savers wil have to be persuaded to invest their 
money in ind 
We are, I think, ‘entering an age when the supply 
of capital may well tend to run persistently below 
the demand for funds for investment. Just think. of 
some of the commitments we have to meet. Automa- 
tion, the new synthetic materials, petrochemicals, 
and nuclear power will all require a very high rate 
of capital investment. In addition, the British oil 
industry is to spend £1,000 million in ten years, the 
railways {1,200 million in fifteen years, the s 
industry will probably soon be spending at the 
of up to £120 million a year, while overseas the 
of economic development in the poorer coy 
accelerating fast. (One only has to 
Gorge, the Aswan Dam, the Volta. Ri 
India’s five-year plan.) ' 
Somehow we must a 
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not just simpler information, but also fuller informa- 
tion at more frequent intervals. 

Another and even stronger argument for fuller 
information is the growing importance of the institu- 
tional investor - that is, the insurance companies, 
pension funds and the like. As you know, many of 
these institutions are putting a larger proportion of 
their funds into industrial equities than they used to. 
Even the National Coal Board's pension funds have 
taken power this year to increase the proportion of 
their funds which they may invest in industrial 
. Shares. At the same time, institutional funds are 
growing fast. Pension schemes for employees are 
< spreading right through industry, and the insurance 
companies are expected to collect some Zoo million 
of new business next year from pension schemes for 
the self-employed. 

Now these institutions, not to mention some of 
the bigger stockbrokers’ offices and the weekly 
financial papers, are developing elaborate and 
sophisticated methods of analysing company accounts. 
They demand, and increasingly they are getting, 
much fuller information from companies. Those 
companies which persist in their old ways, con- 
cealing as much as they can from their shareholders 
because they are afraid of giving an advantage to 
their rivals up the street, will find one day, when 
they want to raise fresh capital from the market, 
..either that they cannot raise it, or else that they can 
only raise it at an unn ily high rate of interest. 
Institutional money will tend to pass by companies 
which are secretive about their affairs and go to 
those companies which take the trouble to prove 
that their investment status 1s high. 


Investment Analysis 


If you read — and I have no doubt you do — the weekly 
papers which cater for the investor, and if you read 
the circulars which stockbrokers send out to their 
clients, you will know that investment analysis is 
feeling its.way towards new formulae for measuring 
the efficiency and the investment rating of com- 
panies. In the past, discussion has tended to revolve 
round a few simple indicators — the relation between 
earnings and equity capital, the number of times 
earnings cover the dividend, dividend yields, earnings 
yields and the value of the net assets attributable to 
each share. , 

Now these are pretty rough guides. It is, of course, 
very useful to know that earnings cover the dividend 
x times, and that net assets per share exceed the 
market price by y shillings. But if we are to compare 
e iis any with another, earnings on the equity 

us very little about their relative efficiency. 

We KX to know more. We need to know first, 
what percentage à company's earnings are of its 
turnover -in other words, what of profit 
it is; earning. If, for example, A.B.C. -Foundries 
earn 6 per cent on their turnover and X.Y Z. 
Foundries only 4 per cent, one can assume with 

some confidence that A.R.C. is the more efficient 
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company and better equipped to meet competition.. 
Again, we should like to know whether companies. 

are putting their capital to good use. That we can 

tell, only by comparing over a period of years the. 


rate of profit it has earned on the capital employed. 


in the business. In other words, is it putting to good. 
use the money ploughed back into the business? 
And this, let us not Miei is shareholders’ money.: 
Is it putting to use, the new capital raised 
from EE rights issues of ordinary shares? 
In the Investors’ Chronicle for August 18th, 
‘Candidus’ discussed an analysis of six big electrical 
companies prepared by a firm of brokers, which. 
plotted not only the earnings cover for the dividend, 
gross profits, share prices, and yields, but also the 
growth of the companies’ assets and the ratio be- 
tween profits and assets. It was an illuminating analy- 
sis and I commend it to you as an example of what 
ia being done nowadays. 


Do Company Accounts Meet Investors’ 
Demands ? 


. Now, how do company accounts measure up to the. 


demands of these two important classes of investor — 
the institutions and the small saver? By and large, 
company accounts faithfully fulfil the obligation laid 
down in the Companies Act, 1948, that they should 

ive a true and fair view of the company’s affairs 
in the strict accounting sense. But they do not make 
much concession to the unskilled investor or to the 

a histicated investment analyst. 

ere are in the Midlands a lot of small companies 
recently converted from private to public companies. 
These companies retain the dark suspicion 
common in the old family business that nothing 
must be given away which could be of the slightest 
help to their rivals. They will have to learn, I think, 
that secretiveness besides being unfair to their share- 
holders, is also in the long run self-defeating. Their 
capital is likely to be eroded progressively by death. 
duties - and death duties are thé reason why many 
of them became public companies in the first place. 
They simply won't be able to raise fresh capital if 
they treat investors with contempt. 

Now so much for generalities. Would you now 
please look at the specimen accounts which I have 
provided. These are based, with several emendations, 
additions and transpositions, on the last accounts of 
United Steel Companies. In most respects United 
Steel's accounts, read together with the chairman's 
statement, provide almost all the information one 
could possibly require. 

Their first advantage is that they are simple and. 
easily read by the uninstructed. Look at the profit and 
loss account (Example r) Many companies even 
now present what I call double-entry profit and 
loss accounts, with incomings on the right-hand side, 


- outgoings on.the left. To extract from them even 


such a simple item as profits before tax, have to 

do at least one addition sum and I am quite sure that 

they are completely bafiling to the average wntutored 
: : 

a Ww 
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CONSOLIDATED PROFIT AND LOSS ACCOUNT 


Output of steel (tons) 
Gross income from sales d million) ` 


Excess of trading income over expenditure 


After charging: "INS & ; 
Depreciation e% D Kë 2,550,207 
Directors' emoluments D 104,154 
] Audit fees 9,277 
Debenture interest 209,962 


: £2,873,600 
- ^ Add Income from investments 


Profit before taxation 


Deduct Taxation: Income tax .. £5,486,570 
. Profits tax 722,900 
6,209,470 


Group net profit after taxation .. 
` Deduct Proportion attributable to outside shareholders i in subsidiaries 


Net profits of United Steel Companies .. "m 
tı Add Profit on sale of fixed assets e pu EE 


E Add Tax provisions no longer required 
` Add N on-recurring items 
Balance carried to Appropriation Account 


APPROPRIATION ACCOUNT 


Balance brought from Profit and Loss Account ay 
`- Deduct Transfer to fixed assets replacement reserve: 


. Deduct Retentions by subsidiary companies 
. Deduct Transfer to stock reserve 


Deduct Transfer to general reserve 


Deduct Dividends (less tax): 
Preference dividend 


Ordinary dividend 
; 1,135,268 
. Add Balance brought forward from previous year 
Balance, carried forward a s Au "Pan 2x 
| Example i 


This example is based upon the consoli 
panies Ltd, modified by Mr Richardson 
. e 


ated 


E 
2,034,980 


77,619 
9,402 
133,635 


42,255,636 





£3,240,902 


583,500 


3,824,402 


I26,150 


o18 
. (12394) I per een (10%) 770,003 


896,153 
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Year ended 











profit and loss account of United Steel Com- 
or the purpose of illustrating points madè in his lecture. 





September September 
30th, 1955 30th, 1954 ` 
5,712,000 5,460,000 
90,482,000 82,486,000 
12,593,695 — 9,001,861 

160,116 68,153 

| 12,753,811 9,070,014 
6,209,470 3,824,402 
6,544,341 5,245,612 
28,850 27,000 
6,515,491 5,216,612 
20,243 Ni ` 
6,535,734 — 5,818,612. 
28,123. 14,672 
6,563,857 5,233,284 

:368,147 Nil 
£6,932,004 £5,233,284 
£ £ 

6,932,004 5,233,284 
"1,500,000 | 1,000,000 
5,432,004 4,233,284 
203,907 I48,531 
5,228,097 4,084,753 
1,364,698 574,000 
3,863,399 3,510,753 
2,300,000  2,I9I,214 
1,563,399 1,319,539 
1,135,268 896,153 
| 428,131 423,386 
625,113 201,727 
£1,053,244 — £625,113 
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shareholder, clear. as they may be to the accountant. 
United Steel's account, on the other hand, charts 
the course of profits stage by stage by simple addition 
and subtraction. It is beautifully easy to follow and 
no sums are necessary. So can we please throw double- 
entry accounts on to the scrap-heap where they 
belong? 
Output an Sales Figures 


Now at the top of the account you will see I have 
given figures for output and sales. Some companies 
go much further than this. Unilever and the Beecham 
Group, for example, give elaborate tables showing 
sales in each market, sales of each product, tonnages 
for each product, and so on. These extra figures make 
it much easier to see how the business is growing 
and changing direction, and much easier to guess at 
its prospects. How often one has wished one had been 
told such things as how much business a company 
does with a particular industry, and how much in 
particular markets, But the main thing is that a figure 
for turnover should . be given always and without 
exception, 

Using this in conjunction with the figure for out- 
put and the analysis of income and expenditure 
(Example 2) which you -have before you, one can 
begin asking questions. United Steel’s output is up 
by less than one-twentieth, sales are up by a tenth, 
and the margin of profit is up by a still bigger propor- 
tion — in fact, from 10:9 per cent to 13:9 per cent. 

From these figures one can draw certain conclu- 
sions. For example, that United Steel has been able 
to charge higher prices ~ and one asks at once whether 
that was due to a temporary factor like large export 
premiums, One can see, too, that the cost of raw 
materials, and supplies and services has risen more 
slowly than output, which suggests that production 
efficiency has improved. Wages and salaries, on the 
other hand, have risen faster than production, pre- 
sumably because wage rates have gone up. Delivery 
charges, too, have risen faster than output, obviously 
because railway freights have gone up. One or two 
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of these items can be useful guides — and particularly 
useful if other companies in the industry provide the 
same amount of information. Some of the other steel 
companies did provide it last year, and the com- 
parisons were most instructive. 

Publication of a figure for turnover may, I re 
give away information to rivals, but does that matter 
as much as we are asked to believe? So many com- 


panies in fiercely competitive trades give turnover 


es already. that one can only suspect that those 
who refuse to give them have something nasty to 
hide. I do not think it is just idle curiosity to want to 
know how profits as a percentage of turnover are 
moving. It is a vital indication, surely, of the com- 
parative efficiency of companies in the same industry. 


Profits 
The next stage is profits themselves. Here, you will 


‘see that the first figure struck by United Steel is the 
excess of trading income over expenditure — that is; 


the profit from trading. after deducting all charges - 
except tax. United Steel has first deducted deprecia- 


tion, directors’ emoluments, -audit fees and interest 


on loans. I wish all companies would do the same. A 
company which intends to keep in business cannot 
be said to have earned a profit in any worth-while 
sense until it has provided for depreciation. Yet 
hundreds of companies still produce an item in their 
profit and loss account which they call trading profit, 
although this so-called profit is struck before depre- 
ciation and before paying interest and directors' 
remuneration, Unhappily, the financial Press gener- 
ally perpetuates this error. So, yet more regrettably, 
do the Government statisticians who produce the 
Blue book on National Income and Expenditure. 
As a result, when a politician or a trade unionist 
talks about profits, he means these so-called trading 
profits and the public is given a quite exaggerated 
idea of the profits industry is . I think it is 
time we reserved the word ‘profit’ for what the 
financial Press generally describes as ‘profits before tax’. 


THE UNITED STEEL COMPANIES LTD 


ANALYSIS OF INCOME AND EXPENDITURE 





Year ended 





Year ended ; 
September 30th, 1954 September 30th, 1955 
£ Percentage , Í Percentage 
82,486,000 roo Gross income from sales and other sources 90,482,000 IOO 
' EXPENDITURE i 
. Raw materials ind BEES Ee and general 
48,904,000 59:29 trade expenses .. 49,848,000 55°09 
I8,974,000 2300 Wages, salaries, nationals inparance and pensions _21,146.000 23°37 
3,570,000 4°33 Delivery charges 3,977,000 4°39 
Provisions for current and deferred taxation on the 
4,388,000 532 profits of the year  .. 6,592,000 7°29 
Retained in the business for depreciation of assets — - 
5,650,000 .'6:85 and other purposes m T 7,655,000 846 
I,000,000 ~“I'2I Dividends paid and payable, less tax . 1,264,000 I'40 





£82,486,000 r00:00 


eee Bee ` 


Example 2 





£90,482,000 r00'00 
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One other point of importance in the profit and 


‘loss account. To calculate earnings on the equity, 


the financial journalist and the investment analyst 
must rigidly exclude every kind of extraneous profit. 
What we want to know is what a company has earned 
in one particular year from its normal and continu- 
ing trading activities and from its investments. In a 
consolidated group account, we have of course to 
deduct first the share of the group's profits attribut- 
able to outside shareholders in subsidiary companies, 
and we must also deduct the net cost of any prefer- 
ence dividends. But all too many companies have 
the tiresome habit of lumping in with their net 
profits all sorts of special credits. I have included in 
the accounts before you, examples of the commonest 
types of special credit. 

First, profits on sales of fixed assets; you cannot 
possibly call such a profit a normal profit of a com- 
pany. Companies do not live by selling their plant 
-and equipment. The same applies to profits on sales 


. of investments or sums applied to writing down 


investments after a fall in the market price. Mining 
finance houses, I agree, live to some extent on profits 
from sales of investments, and these profits can be 
counted as part of their true profits. But for most 


„other companies, such profits or losses are quite 
irrelevant to their earning capacity. 


Again, tax provisions made in earlier years, but 
now no longer required, cannot be regarded as part 
of the profit of the year. That is why I have kept all 
these items right.to the end, and added them in 


only after striking the net profit for the year. If all 


companies did the same much time would be saved 
and.we should be able to avoid misleading innocent 
shareholders. 


The Balance Sheet 


"Now for the balance sheet. I fear it must look most 
‘unprofessional. Current liabilities are in the wrong 


. place for one thing, and for another it is laid out. in 


.one column, not two. I think there are good reasons 


for this. First, the conventional balance sheet puts 
all liabilities on one side, including current liabilities. 
That seems to me confusing to the ordinary investor. 
A company employs its capital in three ways -— to 
buy the fixed assets it needs to produce goods, to 
make trade investments in associated companies, and 
to provide it with working capital for its day-to-day 
needs. The sum of these three items is the capital 
employed by the company — in other words, its net 
assets. Now working capital is simply current assets 
minus current liabilities, and I think the subtraction 
should be done on the assets side of the balance 
sheet, and that you should not put the two com- 
ponents of working capital on opposite sides of the 
account. 

The gain in clarity for the average uninstructed 
shareholder would be considerable. He would know 
that one side of the account showed the company's 
net assets and the other the ownership of those 
assets, Indeed, I think United Steel’s balance gheet 
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would be even clearer if it counted future tax in with 
current liabilities and provisions. You would then be 
left on the liabilities side simply with the shares of. 
the company's assets due to the debenture-holders, 
to the preference shareholders, to minority share- 
holders and to the equity. The sum of the first three 
can then be deducted in one move from total net 
assets, to show the value of the ordinary share- 
holder's stake in the company — which naturally is 
one of the first things a shareholder should want to 
know. As you will see, I have actually gone one step 
further and worked out the sum available to each 
ordinary share and shown it at the foot of the balance 
sheet. T'hat figure is one of the staples of investment. 
analysis. 

The Old Controversy 
Unhappily, having worked out the net asset value of 
each share, we run straight up against the central 
dilemma of every financial journalist. You yourselves, 
I fear, must be heartily sick and tired of the old con- 
troversy — replacement costs v. historical costs. I am 
afraid I am going to make no apology for bringing 
it up again. 

Now we have worked out net asset values for 
United Steel, but what in fact does this concept 
mean? 

In the schedule to United Steel’s balance sheet 
which, of course, gives the usual breakdown of the 
fixed assets into gross book value, depreciation to- 
date and net book value, there is a note which reads: 

“The gross book value of these assets is a valuation 
at June 3oth, 1937, with subsequent additions at 
cost.’ ) 

I repeat 1937. Ín other words, in spite of all our 
elaborate calculations of net asset values and of 


earnings as a percentage of capital employed, we are 


really playing with shadows. We simply do not know 
what the real value of United Steel's assets is or the 
real value of the assets of ninety-nine companies out of 
one hundred. The values we have to work on are al- 
most all based on valuations made ten, fiftegn or 
twenty years or more ago. They all ignore the best part 
of seventeen years of continuous and rapid inflation. 
What is worse still, if we do not know what the true 
value of the assets is, we also do not know what the 
true cost of E ought to be, if a company 
is going to replace its plant at present-day prices. 
Now, in fact, United Steel itself set aside last 
year f£1i:5 million for a reserve for fixed assets re- 
placement, as you will see from the appropriation 
account. This provision was meant to make up the 
difference between depreciation calculated for the 
benefit of the Inland Revenue on original costs and 
depreciation based on replacement costs, and at this 
stage I really must explain why I have not deducted 
this sum, as United Steel in fact did, but kept it 
back for the appropriation account. The reason is 
this: financial journalists can only compare the 
earnings of one company with another if earnings 
are calculated on a consistent basis. Since only one 
company in a hundred shows in its acco&nts any 
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CONSOLIDATED BALANCE SHEET 


CAPITAL EMPLOYED 


Future tax 

Debenture stocks : zd i4 ji 

Interests of outside shareholders in subsidiary 
companies Bs a - vi 

Preference capital 

Total prior charges 


Capital reserves 
Revenue reserves 
Ordinary capital.. 


Net tangible assets attributable to ordinary 
. capital M SN Js T. Si 


Asset value of each £1 ordinary unit .. 


EMPLOYMENT OF CAPITAL 
Current Assets 


Stocks 
Debtors 


Government securities .. 
(Market value £16,223) 


Cash TE 


Total current assets .. 


Current Liabilities 
* Creditors 
Overdraft 
Taxation EN 
Final dividend (net) 
Total current liabilities 


NET CURRENT ASSETS 
FIXED ASSETS  .. 
‘TRADE INVESTMENTS 


Deduct Provision for maintenance .. 


CAPITAL EMPLOYED 


This example is based upon the consolidated balange sheet of United Steel Companies Ltd, 


10,294,829 
4,778,111 


24,979 
9,097,000 


£24,194,919 





4,715,136 
18,513,118 
14,000,000 


$37,228,254 


Ss 
18,175,400 
14,990,220 

18,448 

3,876,298 
£37,060,366 





£ 


15,001,390 | 


Nil 


5,664,863 ` 
684,250 


£21,350,503. 
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7,695,280 
3,369,731 


192,945 
^— 9,097,000 


- $20,354,956 


1,529,916 
15,363,103 
14,000,000 


£30,893,019 


£ 


16,633,955 
12,938,728 
18,448 


352,158 
£29,943,289 





£ 


14,879,599 
774,760 


5,907,288 
462,000 


£ 22,023,647 








11 
Year ended _ 

September September 

30th, 1955 — 30th, 1954 

£ LÉ ` 
61,423,173 51,247,975 
£24,194,919 £20,354,956 
37,228,254 4 30,893,019 
£01,423,173 £51,247,975 

53s 2d 44s 14d 

£ £ 

15,709,863 7,919,642 
50,564,467 47,835,936 
2,387,813 I,105,765 
£68,662,143 £56,861,343 
7,238,970 5,623,368 
£61,423,173 £51,247,975 





modified by Mr Richardson for the purpose of illustrating points made in his lecture. 
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provision at all for the increased cost of replacing 
its fixed assets, we have to follow the practice of the 
other ninety-nine -and that means adding these 
transfers to fixed assets reserve back to net profits. 
There is also another reason: where companies do 
make such provisions, the size of them appears to 
vary arbitrarily from year to year, as if they were 
purely at the discretion of the directors.. 

Now several things follow from all this. First, the 
failure of the vast majority of companies to make 
any express provision from their profits for the true 
cost of depreciation at today’s pricės, means that 
profits as we know them are not a true measure of 
profits at all. Second, the failure of most companies 
to revalue their assets at present-day values means 
„that the figures we calculate so cheerfully for capital 
employed and for the asset values of shares are 
equally fictitious. Even worse, when we compare 
one company’s profits and assets with another’s, we 
dre not comparing like with like. One company may 
‘provide fully for depreciation, another may not. 
One may have revalued its assets in 1937, another 
in 1947. We are, in fact, to some extent wasting our 
time and misleading our readers. 


Not “True Profits’ 


Moreover, as Sir John Braithwaite, chairman of the 
London Stock Exchange argued very forcibly at the 
annual bankers’ dinner recently, we are laying up a 
great store of political trouble. The figures which 
industry publishes as its profits are, as every com- 
pany director knows, not true profits. Yet the public, 
understandably, always does regard them as. true 
profits and cheerfully uses them as a proof that 
industry is making too much money. | 

I think a few examples are worth giving, of the 
orders of magnitude involved. Take United Steel 
itself. A year ago the chairman revealed that the 
gross value of the company's fixed assets at today's 
replacement prices would be £96 million. But in the 
books they were shown at only £64 million gross — 
only two-thirds their real value. Again, had United 
Steel not deducted {1-5 million for the replacement 
reserve, it would have shown its profits as £65 
million, the figure actually shown in my profit and 
loss account. In fact, on a realistic basis, they were 
only £5 million. That is a vast difference. 

A big shipping company showed me some figures 
this year which disclosed that a liner built in 1955 
earned just 2 per cent on its original cost; a liner 
built just before the war is now earning no less than 
30 per cent on its original cost. If that pre-war ship 
had to be replaced now, the new ship which replaced 
it would clearly earn only 2 per cent on its cost and 
the company's profits would be very much lower 
than they are. 

Finally, one might mention that had the electricity 
and gas industries made proper provision for depre- 
ciation from their profits last year, they would both 
have been well in the 'red', instead of being, on their 
own showing, slightly in credit. — ,. E 
e Ld 
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Now I know it is-easy for me to stand here and 
talk as if there was some easy way out. I know that 


the Royal Commission argued round the point at . 


great length and eventually came to the conclusion 
that there was no case for a change in the basis used 
by the Inland Revenue. But I am not alone - by no 
means — in thinking that the Commission was wrong 
to have done so. Sir John Braithwaite himself said 
this: 


‘Granted that the Chancellor is to receive and 
companies are to pay the same amount of money in 
tax as at present, it matters little (though there will 
be some individual anomalies), whether the Treasury 


obtains it by a higher rate of profits tax on smaller . 
but truly computed profits, or as now, by a lower rate 


of tax on artificially expanded profits.’ 


Sir John admitted that there are difficulties of com- 
putation when you get away from tbe firm ground of 
historical costs into the debatable realm of indices 
and estimates, but he was quite sure that companies 
and their:advisers; would be able to find a new and 
realistic basis for calculating depreciation that would 
be satisfactory both to the Revenue and to them. 
Well, I do not know if Sir John is claiming too 
much. Only you can tell me that. But even supposing 
you reject the arguments for depreciation on the 


un i basis, I think you could still help. 
Revaluation | 


I can quite sympathize with companies which have 
refused to revalue their assets since the war. Prices 
have been rising so fast that no valuation remained 
valid for very long. But now at least one of the 
political parties has realized that everybody is sick 
to death with inflation. Disinflation is now getting a 
rip on the economy, and if the trade unions do not 
low us all up this winter with another puff of wage 
increases, then I think we might stay on Mr Mac- 
millan's ‘plateau’ and as soon as inflation is seen to 
be mastered, it will become worth while to revalue 
assets. e 

Of course, revaluation is a troublesome and ex- 
pensive business. But if it is beyond the resources 
of a company, it can still do the next best thing and 
do what United Steel has done- make a special 
provision for depreciation in its accounts. Even 
without a full-blooded revaluation, directors must 
have some idea what the replacement cost of their 
assets is. (If they have not, then they must be running 
their companies partly by divination.) After all, 
Sir Walter Benton Jones, chairman of United Steel, 
can tell us what the replacement cost of United 
Steel’s assets is and he has also apparently calculated 
roughly the full cost of depreciating them at replace- 
ment cost — although his company has not formally 
revalued its assets. 

Perhaps you think I am spending too long on 
flogging a very dead horse. You may tell me that the 
prices of shares on the market are determined purely 
by earnings and dividends. I agree that very largely 
so they are. But we have séen recently some striking 
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Weekly Notes 


The New Year Honours 


We offer our congratulations to the Ee of the 
profession whose names appear in the New Year 
Honours List. 

` Sir Archibald Forbes, c.a., chairman of the Iron 
and Steel Board, has been awarded the G.B.E. 

Mr D. F. Herring, A.8.4.4., Assistant Secretary, 
Ministry of Pensions and National Insurance, Mr C. 
H. Pollard, ong, F.5.4.4., F.L.M.T.4., City Treasurer 
and Accountant, Hull, and a Past-President of the 
Institute of Municipal Treasurers and Accountants, 
and Mr G. I. Stewart, M.C., C.A., President of the 
Scottish Institute, receive the C.B.E. 

The M.B.E. has been awarded to Mr J. M. Adams, 
A.C.A., a partner in the firm of L. Adams & Co, Char- 
tered Accountants, of Mexico City; Miss D. M. 
Hamilton, 4.5.4.4., Accountant, Public "Trustee 
Office; Mr W. J. Kilner, a.3.a.a., Accountants’ 
Division, Board of Trade, and Mr S. H. Sheriff, 
A.S.A.A., Accountant, Admiralty. 


Occupiers’ Liability Bill 


The third report of the Law Reform Committee 
(Cmd. 9305) made recommendations about the duty 
to be owed by the occupier of premises to his visitors 
in respect of injury suffered by them as a result of the 
state of the premises, and about the liability of the 
landlord to his tenant’s visitors in similar circum- 
stances: where the landlord is under an obligation 
to maintain or repair. A Government Bill has now 
been published which gives effect to these recom- 
mendations. 

For the purpose of the new rules a person who 
woüld be an occupier at common law is to be treated 
as an occupier under the Bill, and the persons who 
would at common law be either his invitees or 
licensees are to be treated as his visitors. An occupier 
is fo owe the ‘common duty of care’ to all his visitors 


except in so far as he is free to and does extend, © 


restrict, modify, or exclude his duty by agreement or 
otherwise. The common duty of care is a duty to take 
such care as in all the circumstances of the case is 


reasonable to see that the visitor will be reasonably 


safe in using the premises for the purposes for which 
he is invited or permitted by the occupier to be there. 
An occupier must be prepared for children to be less 
careful than adults but on the other hand he may 
expect that a person, in the exercise of his calling, 
will appreciate and guard against any special risks 
ordinarily incidental to it, so far as the occupier 
leaves him free to do so. Moreover, the occupier has 
no obligation to a visitor in respect of risks which the 
visitor willingly accepts. 

An occupier bound by contract to admit third 
parties cannot by that contract. exclude or restrict 


the common duty of care as far as those persons are . 


concerned, although he will be bound to them in 


+ 
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respect of any higher obligation undertaken by him 
in the contract. Clause 4 imposes on a landlord who is 
responsible to his tenant for the maintenance or 
repair of the premises the same duty of care towards 
his tenant's lawful visitors, in respect of his own 
default, as if he were himself the occupier. He will 
not be liable under clause 4, however, if the visitor’s 
presence is due solely to the use of the premises fora . 
purpose which is not permitted by the lease. 


Three-quarters of the Fiscal Year 


Owing to the large demands of the Supply Services 
the Exchequer returns for the first nine months of, 
the fiscal year 1956-57 show a rather less favourablé . 
position than had been expected. Ordinary revenue 
works out at £2,969 million while ordinary expendi- 
ture is at £3,553 million leaving an ordinary deficit 
of £584 million. This may be compared with 4 
deficit of £371 million in the previous fiscal year and 
with an estimate for a surplus of £460 million for 
the current year. At the end of December, thérefore, 
the balance on ordinary account was over £1,000 
million worse than the anticipated outcome for the 
-complete year. 
.. On the other hand, net capital outlay has been 
smaller than expected and this will probably ensure 
that the overall deficit for the year is not seriously 
different from the position envisaged by the Chan- 
cellor of the Exchequer in the Budget in April. 
Ordinary revenue is in fact less buoyant than was 
expected. Profits tax is coming in slowly and customs 
and excise payments are not ey fra much 
additional revenue as had been estimated, Meanwhile, 
ordinary expenditure is heavier and the economies of 
£100 million announced by the Chancellor since 
April have been quite swamped by additional Supply 
Service outgoings which at the end of December 
were £270 million above last year's level compared 
with an expected increase of {207 million in the full 
fiscal year. 


Dentists and Retirement Benefits 

Self-employed dentists who participate -in the 
National Health Service Superannuation Scheme will 
be able to obtain some income tax relief under the 
Finance Act, 1956, in respect of premiums paid to 
obtain additional pensions outsidethe scheme. Follow- 
ing discussions between The British Dental Associa- 
tion and the Inland Revenue an announcement has 
been made to this effect. Relief on the aggregate of the 
Scheme contributions and the additional premiums 
will be restricted to tax on 10 per cent of the net 
earnings as computed for income tax purposes, or 
£750 if that is less. For this purpose net earnings 
includes earnings both from the National Health 
Service and from private practice. Earnings assessed 
under Schedule E in respect of which super-. ` 
annuation contributions are paid by the practitioner 
D SG * - E 
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are not taken into account under the 1956 Act, and 
correspondingly the National Health Service Contri- 
bution referable to such earnings will not be taken 
into account in computing any restriction of relief. 
The alternative maxima of 1o per cent or £750 are 
increased in the usual way where the dentist was 
born before 1916. 


The National Land ‘Fund 


The ‘account of the National Laud Fund, together 
with the report on it of the Comptroller and Auditor- 
General has now been published for the year ended 
March 31st, 1956. The Fund was established under 
the Finance Act, 1956, which empowers the Treasury, 
in cases where property is accepted by the Inland 
Revenue in satisfaction of death duties, to pay from 
the Fund to the Inland Revenue the amount of duties 
satisfied and to dispose of the property at their 
discretion. The use of the Fund was extended by the 
Finance Act, 1953, Section 30, and the Historic 
Buildings etc. Act, 1953, Section 7. 

In the year under review £8,000 was paid to the 
Inland Revenue in respect of land at Marsden Moor, 
Yorkshire, and £303 in respect of land at Lundy Bay, 
St Vie Cor wal. These, with £29 legal expenses, 
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represent the total” outgoings; the income was. 


'£1,355,770, all from investments. The question of 


legislation to return part of the Fund to the Exchequer 
is still under consideration. The present practice is to 
convey the land free of charge to non-profit-making 
bodies like the National Trust and the Youth Hostels 
Association, and the two pieces of land mentioned 
above were in fact conveyed to the National Trust. 
Where.the land is conveyed to a Government depart- 
ment (including the Commissioners of Crown lands) 
payment is required out of the departmental vote. 

he Comptroller mentions the Dorset Estate of the 
Seventh Viscount Portman, which, in 1950, was 
conveyed to the Commissioners of Crown Lands, and 
for which the Fund paid. £120,400. In that case the 
question of payment by the Commissioners of Crown 
Lands was deferred. Although the District Valuer 
valued the land at £150,000 in July 1955, the Com- 
missioners reported that there had been an average 
annual revenue loss over the five years of £7,000; and 
net capital expenditure of £30,000, so that they were 
unwilling to pay. £150,000 at that time. 'They hoped 
to pay £120,000 for it in the not too distant future. 
Accepting the proposal, the Treasury expressed the 
hope that payment would be made by 1960. 


Finance and Commerce 


The New Year in the stock-markets has begun 
reasonably well. The beginning of a new account, 
following the three-week account which covered the 
Christnas and New Year holidays, has brought a 
revival of interest and an improvement in turnover, 
the main feature being support for gilt-edged stocks 
on cheaper money hopes. 


Mercantile Credit 


Mercantile Credit Co Ltd, whose accounts we reprint 
this week, is one of the leading bire-purchase finance 
companies. Its balance sheet position is basically 
akin to that of the discount companies, shareholders' 
funds forming the base for a structure of banking 
and other credit to carry the debts on the other side. 

Such business has been restricted by the Govern- 
ment's measures to counter inflation, the regulations — 
from last February - requiring, with few exceptions, 
a first payment of at least one-half the purchase price 
of the goods, including purchase tax. The most 
important exception was domestic furniture. Less 
hire-purchase business is consequently available, as Sir 
Edward de Stein, the chairman, notes in his statement. 

Profits, of course, are only brought into the 
accounts as the instalments of hire-purchase debts 
come in and shareholders are asked to- note that 
while the operating profit is little different from the 
previous year, the parent balance sheet shows some 
reduction in outstandings and that operations of 
` previous eus are partly dier: for ES relatively 
good results. | ‘ 


He also points out that though the parent company 
outstandings show little change as between the 
Septembers, the figures do not demonstrate the mid- 
year peak in volume, nor do they indicate that today’s 
trend in the United Kingdom is no longer upwards. 


Unearned Finance Charges 


Hire-purchase finance, in fact, is feeling the strain. 
On the one side, costs of borrowed money have 
risen and although, Sir Edward reports, there is a 
continuous streamlining of methods to reduce 
clerical work, stationery, etc., it has only betn 
possible to reduce the marginal differences. The net 
increase in costs continues. In these circumstances, 
he says, one must consider the level of unearned 
finance charges. 

It has been found, however, that the rising costs 
have been counterbalanced by a shorter average 
term of agreements entered into and in consequence, 
it was pone to assure shareholders that the 
reserve for unearned finance charges is considered 
adequate and remains unchanged. 

Sir Edward foresees increasing competition be- 
tween finance companies until business improves in 
the trades they serve. His own company's compara- 
tively satisfactory position, he attributes to the policy 
of increasing the number of its branches. He feels 
that the company is obtaining a greater share of the 
available business through the improved local 
service rendered to its trade customers. 

A link has also been established with the Canadian 
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scene through an interest in Iriterprovincial Building 
Credits Ltd, of Toronto, with fourteen branches 


spread over the Dominion. The company has taken : 


up 70,000 new common shares of no par value at 
$12.50 a share. Interprovincial provides instalment 
finance for owner-occupiers to repair, improve and 
extend their homes. 


Break with Precedent 
With this year’s accounts to September 3oth, the 
British Linen Bank, incorporated: by Royal Charter 


in 1746, with its head office in Edinburgh, presents 
its figures in a revised form and breaks further with 
precedent by including a statement from the chair- 
man in place of the address at the annual meeting. 
Statements with the accounts were generally adopted 
by the banks during the war when what used to be 
called the ‘war effort’ left little time for attending 
company meetings 

The Earl of Airlie, i in is statement, regrets that 
the exemption from incómé tax of the first {15 of 
interest annually accruing on Post Office and Trustee 
Bank deposits has not been extended to interest on 


joint-stock bank deposits. One feels that his Dee 


has a good deal of justification. The Scottish 
particularly have a very long tradition as the trusted 
custodians of the people's savings — people who might 


normally be considered as ‘small savers’, Why should 


the crofter in the Highlands, who chooses to entrust 
his savings to a joint-stock bank rather than the 
Post Office, the Earl of Airlie asks, be psp by 
the tax-gatherer? 


Product EEN 


An example of product anonymity is referred to in the 
annual réview of Mr H. W. Hunt, chairman of Edge 
Tool Industries Ltd. Noting that the company was 
incorporated eleven years ago, he says: ‘I am a little 
rised to find, on looking back at my records, that 

during the last nine years I do not appear ever to 
have told shareholders in any great detail what the 
activities of the various companies, associated to- 
gether as Edge Tool Industries Ltd, really cover, or 
in other words, what we make. ` 

. Mr Hunt makes amends this year with a description 
of the eight companies in the group, when the 
businesses were established and when acquired. 
Production’ includes saws, axes, spades, forks, 
shovels and hoes. One of the companies is registered 
in Brazil which country, we learn, is one of the 
largest hoe-using countries in the world. 

Separate accounts of the Brazilian subsidiary are 
provided. 


Barclays D.C.O. 


The inadvertent placing of ‘Limited? after the title of 
Barclays Bank D.C.O. in our reprint of the Bank's 


accounts has been pointed out to us. Though “D.C.0.’ : 





is limited, the Bank is, of course, free to omit the 
word from the title. 


Gilt-edged Prices. 


Towards the end of the last quarter of 1956, the gilt- 
edged market rallied strongly. Institutional support 
was based on hopes of cheaper money in the New 
Year; these hopes were encouraged by an easing of 
short-term money rates. 


September ` December 
28th 3rst 
Consols 4% 1957 aft. 77% 761 xd. 
Consols 2194 1923 aft. sr 52i Ld. 
Conversion 34% 1969 824 3k 
Conversion 34% 1961 aft. 69$ ob 
Funding 4% 1960-9o.. 84% x.d. 86H ° 
Funding 33% 1999 94 75k 75% x.d. 
Funding 3% 1966—68 79 80} x.d. 
Funding 376 1959-69 77$ x.d. 79% 
Savings 3% 1955-65 . 854 87i 
Savings 3% 1960-70 . 75$ ` 78 
Savings 3% 1965-75 .. 72$ 74i 
Savings 23% 1964-67 77% x.d 791 
Treasury 34% 1977-80 77 76% 
Treasury 34% 1979-81 76 45 77% 
Treasury 2176 1975 aft. 51 i 524 
. Victory 4% by 1976 . goi git 
. War 34% 1952 aft. 7o% 70$ 
British Electric 44% 1967-69 ` god 91$ 
British Electric 44% 1974—79 ` 86i 874 
British Electric 34% 197 77% 77% 
British Electric 3% 1968-73... 73% 75% 
British Electric 3% 1974—77.. 72% 73% 
British Gas 4% 1969-72 844 864 
British Gas 34% 1969~71 80 ys 81% 
British Gas 3% 1990-95 .. 66% x.d. 67i 
British Transport 4% 1972—77 84+ 832 
British Transport 3% 1968-73 73%: 75% 
British Transport 3% 1978-88 67i 68 x.d 
Conversion 44% 1962 971 981 
Exchequer Stck. 395 1962-63 go} go 
Exchequer Stck. 24% 1963-64 864 85 
Conversion 4% 1957-58 . 978 98 f 
Conversion 2% 1958-59 94% 94 3 
Exchequer 5% 1957 .. 99 8 100 ty 
Exchequer 3% 1960 .. 944 '94i 
Exchequer 2% 1960 .. git orf 
Funding 23% 1952-57 98 de 99% 
Funding 2396 1956-61 god oof 
Serial Funding 2196 1957 97% 971 
a 944 954 


War 3% 1955-59 


Money Market 


With the market bidding at £98 15s 9d, for the £270 
million of Treasury bills offered on December 28th, 
the contraction in the bill rate continued. The market 
obtained 68 per cent of the bills offered and the 


average rate declined to £4 17s 1:81d per cent. , 


Applications ae | £3721465,000 and this week’s 
‘Offer is A219 mus 
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Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


before publication, then I feel that the Council 
should either have postponed the announcement or 
should have ensured that there was a sufficient time 


: . The Proposed Integration Scheme 
Sir, — I would like to congratulate all those who have 


been in the 'know' about the scheme of integration, 
and there must have been plenty of them, for the 
Se kept secret since D-Day! 

Yours faithfully, 
. Hull. ROGER M. STRACHAN, a.c.a. 


SIR, - I suggest that the time has come for chartered 
‘accountants (members of the English Institute) not 
' fn practice to ask that means shall be found for 
electing non-practising members to fellowship or, 
if this cannot be done, that the distinction between 
Fellows and Associates shall be removed altogether 
‘before the scheme for integration with the Society 
is approved. This problem, if not solved now, will 
be aggravated by integration. 

` Surely the simple solution would be to adopt the 
practice of the Scottish Institute. Any obstacles to 
this would be small compared with those which 
must have been met and overcome in arriving at this 
‘very good plan for integration. 

Yours truly, 
| Oxford. G. A. SLATOR. 


Sm, - With various matters coming up for review, 
now is a good time to consider the possibility of 
‘changing the letters after the name of a chartered 
accountant. 

. In Scotland, these are merely ‘C.A.’ and I sée no 
reason why these letters should not be adopted by the 
English Institute, particularly as it is becoming more 
‘and more common to hear chartered accountants 
‘referred to as C.A.s. 

‘Jf it is considered necessary to distinguish between 
Fellows and Associates, ‘F.C.A.’ could still be used 


‘in the case of the former. 
Yours faithfully, 
F.C 


,SIR, - As a member of the Institute for some twenty- 
five years, I was indeed shocked and considerably 
‘annoyed when on Friday, December 21st, an insurance 
official, with whom I was having coffee, was able to 
tell me that he had read in his morning newspaper 
that the proposals of the Council were to integrate 
the Institute with the Society. 
; I feel that it should have been a fundamental step 
'by the Council to ensure that members of the Institute 
=at least those resident in Great Britain — should 
have been advised by the Institute of the proposals 
before they were made public through the national 

Press. 

If there is any excuse that Christmas postal delays 
prevented a circular being in the hands of members 

^ e 


interval for members to be made aware of the pro- 
posals in an official manner and not by reading of 
them in the national Press. Whilst I am not, in this 
letter, in anyway concerned with the advisability of 
the proposed integration, I do express the hope that . 
if other members feel as I do on this point, they will, 
as I myself hope to do, raise the matter at the 
appropriate meetings of their District Societies when 
these are held. Yours faithfully, 
Taunton, Somerset. REX S. ‘FROST. 


Sir, - Many members of the Institute and T the 
Society must have read the integration. scheme 
proposals with surprise, EE the’ Society 
members who face the complete obliteration and 
absorption of their Society, which occupies such àn 
important place in the world of accountancy, 
especially outside the metropolis. 

While both Councils are to be congratulatéd on the 
work done so far to achieve greater unity in the 
profession, it is a matter for regret that the Institute 
comes out ‘top dog’ and that no provision.is made 
for practising members of the Association of Certified 
arid Corporate Accountants, who led the way in amal- 
gamation some years ago. At that time, many Society 
members hoped that a further amalgamation: ‘with the 
Society would result, 

If concessions are to be made, this writer sees no 
reason why complete integration of the profession 
as a whole should not call al or an entirely new desig- 
nation which the public would soon recognize and 
which might give de profession as a whole the statis 
which members practising law and medicine now 
deservedly enjoy. If ‘Q.A.’ designated all qualified 
accountants in public practice, members not in 
practice might be, ‘Q.A.(C)’ to indicate ‘in com- 
merce’, 

The Institute’s memorandum implies willing 
acceptance by the Society of its absorption and 
demise. It remains to be seen whether these hopes 
are realized. 

The Society’s Council appear to consider that its : 
practising members will Se y assume the chartered 
designation in preference to their present one. Some 
opposition may be expected from the older Society 
practising members who prize their present desig- 
nation. 

The scheme obviously favours the Institute and 
gives it complete control with a majority on the new 
Council and absolute power in the future. ` 

It is not doubted that the Institute Council will 
act in the way they consider best, but this pro- 
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vincial practising member feels some doubts about 
the present scheme. 
. He feels that complete eg and EES 
of the, profession with, possibly co 
d ions, and protection of the term ‘accountant’, 
would achieve a g benefit far outweighin the 
concessions ‘which Se be made, and which: in 
the present scheme appear mainly to be made by the 
Incorporated Society. 

The members of the Society might be forgiven for 
thinking that their Council are ‘rushing’ them into 
absorption by the Institute like Esau. It may be that 
the Councilare out of touch with the rank and file, and 
that the time has now arrived to overhaul the present 
method of electing the Presidents and Council 
members of both Institute and Society in which the 
majority of their members at present have little say. 

Second thoughts are indicated if complete uni- 
fication, supported by legislation to protect all 
qualified practising accountants and the public they 
gerve, i to be finally achieved. 

| Yours faithfully, 

Middlesbrough. C. L. HAMER, r.C.A., F.8.4.A. 
Sm, - We and other members of the Institute are 
seriously perturbed and take very great exception 
to the fact that notice of the integration scheme was 
issued to the national Press before the members had 
. an opportunity of seeing it. Further, those dis des 

for the decision to post some 19,000 booklets at a 
time of the year when the postal services are already 
overstrained showed a complete and utter dis d 
of the difficulties of the individuals ed in those 
services and a lack of appreciation of.the problems 
which face members at this time of the year. 

An additional cause for annoyance was given 
ghen Friday's: post was discovered to contain a 
further circular relating to a special meeting to be 
held on January roth, which could very well have 


Pen sent with the booklet particularly when it is 


reciated- that the Institute's funds suffer an 
eXpense that should have been avoided. 

e reason for the Council's proposal to alter 
bye-law 44 completely defeats us. Surely if a 
member is unable to pay his subscription within a 

eriod of one month and nineteen days of its becom- 
ing due he does not deserve a vote, much less the 
special consideration proposed. We fail to see why 
it is now considered appropriate to alter bye-law 98 
when there has been no suggestion that in its present 
form it is unsatisfactory. 

In our opinion the manner in which the matter has 
been handled invites disapproval of a scheme which 
otherwise is to be commended, ` 

A letter on the above lines has been sent to the 
Institute. - A Yours faithfully, 

GRESHAM, WHITEHEAD & CORMACK 

i London, EC2. 
[The Secretary of the Institute writes: The Council 
greatly regrets that some members of the Institute did 
hot receive the documents relating to the integration 


e ° 


mpletely new: 


M 


Scheme until after notices of it had appeared in the 
Press. The information relating to the scheme . was 
issued to the newspapers at the same time as the 
documents were dispatched to members. The possibility 


`of delays in postal delivery was fully appreciated but it 


was considered that this risk must be taken if members 
were to have as long a time as possible for consideration 
of the documents before the meeting. 

'Fhe proposals involve a complex time-table of meet- 
ings to be held by the four accountancy bodies con- 
cerned, the special meeting of tbe Institute on 
February 19th being the first. It was necessary for all 
the bodies to announce the scheme simultaneously 
and the earliest common date to which all the bodies 
could conform was December 2oth. 

Postponement of the announcement unti] after the 
New Year and corresponding delay in the holding of 
the meetings would have been impracticable. The only 
practical course open to the Council was, therefore, te ` 
announce the scheme to members and to the Press 
as it did on December 2oth.] 


Doctors' Accounts 


Sm, - Mr H. E. Little's article in your i issue v 
December 15th, 1956, dealt mainly with general 
practitioners. In the case of consultants holding part- 
time appointments in the National Health Service, 
the original attitude of the Inland Revenue was to 
regard the salaries as practice receipts to be dealt 
with under Schedule D. Later they ruled.that, while 
in established cases where this basis had been adopted 
they would allow it to continue, in future cases the 
SS would be eliminated from the Schedule D 
profits and be assessed under Schedule E and be 
subject to deductions under P.A.Y.E. We understand 
that a recent case which was decided against the 
Revenue on this point is being taken to appeal. 

We should be interested to know the experience of 
Mr Little or of any other readers regarding the 
treatment of superannuation deductions from les 
forming part of profits dealt with on the Schedule D 
basis. Should they be allowed for the year of assess- 
ment in which they are deducted or for the year’ of 
assessment for which the profits in which the salary 
is included are the basis? 

For example: 

Profits of year ended March 31st, 1955 (including 
gross salary). Assessable 1955-56. 

Superannuation deducted in above year. Allowable 
1954-55 or 1955-56? Yours faithfully, 

APPENDIX. 
[Mr H. E. Little writes: The usual procedure seems 
to be to charge superannuation in the year of assess- 
ment in which it is deducted. In the above example the 
superannuation would be charged in 1954-55.] 


Interim Accounting Periods: Decimal System 


Sir, — I am very glad of the support of Mr E. Seaman 
(December 22nd issue) in his correspondence, and 
would only comment that the final sentences of his 
letter summarize the advantages of the decimal 
division of the accounting year with a E and 
force that cannot be bettered. 2 


e e 
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I find myself at odds, however, with Mr J. N. 
Stephens when he states in his letter published in 
your issue of December 8th, that a decimal division 
of the accounting year is only of academic interest 
once a budgetary and standard costing system is in 
operation. In the generalized presentation of the 
method which I set out in my article (November roth 
issue) I did not relate it to any particular accounting 
system, but it was in fact developed in order to over- 
come observed defects in a modern budgetary and 
standard costing system, although I believe it is 
equally applicable to simpler forms of periodical 
accounting statements. Ai 

Certainly by setting the calculated cost of sales 

inst the invoice value of the same products, a 
figure of standard profit is produced which is 
impeccable as such. But that is not the whole story; 
it is just the first, the preliminary step. The standard 
profit must then be modified by the variances to 
produce the actual profit, and it 1s in this operation 
that the calendar month brings in its, inaccuracies. 
For example, the labour variance will be in respect 
of twenty days in some months, in respect of twenty- 
five days in others, and in one it will be in respect 
of ten days only (see the first table in the article 
under discussion) The overhead variance, too, will 
be subject to similar inaccuracies. 

In a word, the variation in the number of days 
remains to bedevil any interpretation of the results; 
and this, it must be remarked, in the most vital 
sector — the variances and the actual profit reported, 


» which are the end-products of the whole set-up. 


If some considerable additional effort were neces- 
sary to attain the higher degree of accuracy which is 
within: reach in this respect it might be thought 
academic to embark upon it, but since there is a 
notable economy of clerical effort and every com- 
parison is simplified in the resulting statements I 
would urge Mr Stephens to reconsider his judgment. 

On Mr Nicholson's thoughtful letter (November 
24th issue) I have only space for the comment, that' 
the aim in all this activity is to make the interim 
reports to management as accurate as is reasonably 

ible, in the belief that they thus become efficient 
instruments to measure changes in pressure and 
temperature — to use his metaphor — to register, in 
fact, the results of two sets of interacting factors: 

(a) external factors beyond the control of the 

ement, and 

(b) internal factors which it is the job of manage- 

ment to control. 

No accounting system can damp out violent 
fluctuations of the type which he mentions, but it 
should register their impact upon the business 
concerned and serve to guide management as to the 
Steps to be taken to cope effectively with them. 


Yours faithfully, 
| H. BEVERLEY THOMAS. 
Newcastle upon Tyne, 3. ) e 
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Auditors' Reports | 


SIR, - Messrs Cooper Brothers & Co (December 
15th issue) are to be congratulated on their initiative 
in introducing such a short, lucid, embracive audit 
report. Doubtless most auditors will want to follow 
their lead for private companies. 

However, it would be helpful to know whether: 

(1) their short form has been approved by their 
solicitors or counsel; 

(2) the profession's co-ordinating committee (or 
the Council of any constituent body) has any 
observation to make on this topic. 

Yours faithfully, 
R. 5., GA. 


SIR, — I recently acquired a holding in a limited 
company, and have just received a copy of the annual 
report and accounts. In view of recent correspondence 
in your columns, I feel the report may be of some 
interest to your readers, and accordingly I set it out 
below, as signed by an incorporated accountant. ` 
‘I the undersigned, having had access to ail the 
Books, Deeds, Documents, and Accounts of the 
— ——— — — ——, and having examined, the fore- 
going Balance Sheet, and Statement of Accounts, 
and verified the same with the Books, Deeds, 
Documents, Accounts and Vouchers relating thereto, 
now sign the same as found to be correct, duly 
vouched and in accordance with law.' 
Yours faithfully, uu 
J. WALLACE MITCHELL. 


SR,- A comparison of the auditors’ report on a 
company’s balance sheet, as recommended by counsel, 
with the ‘streamlined’ form devised by Messrs 
Cooper Brothers & Co, suggests that the latter are to 
be congratulated. The wording of the report in 


Hove, Sussex. 


„general use is at once awkward and repetitious. 


Why, for instance, use the words ‘true and fair 
view’ twice, when once should be sufficient? The 
only point of criticism which occurs to me is the 


‘omission of the words ‘in the manner so required’ 


after ‘Companies Act, 1948’. At all events (and*I 
think it is safe to observe that this is not the first 
time this remark has been made) the usual form does 
seem capable of improvement. 
Yours faithfully, 

B. H. ROACH. . 


How ‘Fixed’ are ‘Fixed Assets’ ? 


Sir, — The publication of the Charles Winn & Co 
Ltd accounts in your December 8th issue stimulates 
me to request the hospitality of your columns to 
attempt to clarify the points raised by Mr L. Gold- 
berg in his very interesting letter from Melbourne 
(December 15th issue). 

As you point out, these accounts represent a 
praiseworthy aim to discard ‘misleading’ and ‘con- 
fusing’ terms. The phrase ‘fixed assets’ which we find 
in the {Use of capital’ statement, could hardly be 
discarded, as Charles Winn & Co Ltd are required 
by law to show fixed assets separately from current 


Cardiff. 
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assets, These accounts, however, do not use the two 
terms as designating contrasting groups. Indeed, 
there are five classes of assets shown in the statement 
which may not have been foreseen by the framers of 
the Eighth Schedule. | 

. One is tempted to ask, what criteria have been 
used in deciding whether assets are fixed or current 
(or something else). We cannot look to the physical 
characteristics of the assets; land might be fixed or 
current depending upon whether it be held for use 
or resale. Liquidity is often said to be the deciding 
factor, but a motor-car is still more readily saleable 
than some items of stock and work in progress. 
Perhaps the accountant has the normal business 
cycle at the back of his mind, whereby investment 
becomes liquid through realization of goods produced. 
But in this case, what are quoted investments doing 
in with the current assets? With a bank overdraft of 
£30,000 they are hardly held as a temporary use of 
trading capital, 

In my descriptive: phrase about expenses arriving 
in the profit and loss account via depreciation 
(November 24th issue), I wished to get away from 
these pointless arguments and suggest a new line of 
thought. Assets (as accountants understand the word) 
consist of money and things in action, on the one hand, 
and purchases on the other. The latter may be pur- 
chases of goods, or services, or real.estate, or even 


a— rights; let us call them expenses, for they represent 


Ye 


expenditurés of liquid capital They are expenses 
which have not been debited to profit and loss 
account because they have not exhausted their 
capacity to benefit te Duties They are of two kinds, 
inventories and capital expenses. Inventories will be 
debited to the profit and loss accounts of subsequent 
periods on the basis of consumption, ascertained by 
count. Capital expenses will be debited to profit and 
loss accounts of subsequent periods which they 
benefit by a procedure known as depreciation. 


Some capital expenses may never be allocated to 
any accounting period, for example, the value of the 
land on a purchase of freehold land and buildings; 
hence my qualification ‘if at all’. However, the above 
argument provides a logical basis for grouping all 
capital expenses which are to be allocated to future 
profit and loss accounts by means of depreciation 
calculations, under the heading ‘fixed assets’, ` 

There is a further practical significance of this 

oint, affecting not only companies, Evaluation of a 
See for depreciatión depends upon its relation to 
the gross amount of fixed assets appearing in the 
balance sheet. The importance of depreciation in the 
ascertainment of profit has grown in significance 
during the last thirty years, and the Companies Act 
recognized this fact. The person who takes a set of 
accounts in his hands should be able to relate 
depreciation charged in the profit and loss account to 


gross fixed assets and gross depreciation to date. . 


The point is far from being academic; in no aspect 
of accounting is the. accountant's discretion so 
unfettered as in the calculation of depreciation. 
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therefore, supply the returns with greater facility 


. only from larg 
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I should like to conclude with a plea for the balance 
sheet, which has received some hard knocks in your 
columns from such distinguished personalities as 


Sir Hartley Shawcross and Mr Basil Smallpeice. It is 


up to the accountant to make the balance sheet serve 
management; he cannot dispense with it. The balance 
aheet is complementary to the profit and loss account; 
every in it has an effect on the ascertainment 
of profits and should never be omitted, even where 
monthly accounts are prepared. It is a rich territory 
for the enterprising! Yours faithfully, . 
London, SWIo. KENNETH 8. MOST. 


Census of Distribution etc., 1957 


Sir, — With reference to the notice on page 574 of 
your issue of December Ist, 1956, I am sure it 
would be of considerable interest if the Chief 
Statistician of the Board of Trade could explain 
precisely what benefit arises from this and other 
censuses, other than providing a considerable number 
of clerical jobs which are in themselves unproductive.. 

Whatever regulations are made, the first thing to 
remember is that traders are in business to make 
money for themselves and are flatly opposed to 
incurring expenditure in either maintaining detailed 
records (or paying someone to extract such details) 
of matters in which they have no interest. 

One might as well face up to the fact that a 
substantial part of the information supplied by 
smaller businesses (and by smaller, I mean not of 
under £7,000 turnover, but under. £50,000 turnover) 
is nothing more than guess-work — may it be intelli- 
gent or otherwise. et 

This is a condition well known to the Statistics 
Department, for in at least one case in my own 
experience the Department was told that our 
client flatly refused to incur the expenditure of 
making detailed anal of quantities and. values, 
and the answer was make as intelligent a guess as 
you can’. , 

In another, figures did not appear to balance and 

the Department asked for a new return with the 
declaration unsigned, undertaking to destroy the 
original as confidential waste. - , 
- So an army of unproductive staff is busily engaged 
analysing and collating a vast quantity of guesses — 
intelligent or otherwise —to produce results there- 
from which very few people really want, and which, 
in any case, are quite useless as they are not by any 
means accurate. 

In my view as accurate a view.of trends could be 


‘obtained by taking the information from a limited 


number of really large organizations — which in most 
cases maintain their own statistics records and can, 


‘ 


and accuracy. 
Yours faithfully, ` 
London, ECI J. A. CHISHOLM WILL, 
(The Board of Trade states: Statistica] returns obtained 


e organizations are no.doubt accurate in 
thtmselves, but cannot for more than a limited period 
e 


e . . 
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be taken to represent accurately the experience of all 
kinds of traders. In collecting short-term statistics the 
Board do, in fact, rely predominantly on returns from 
large organizations (and attach great importance to 
their being up to date). But it is not possible to con- 
tinue to use indefinitely a measure of retail sales — 
to take one example — which makes no allowance for 
the opening and closing of shops. 

This is why it is necessary periodically to take 
censuses of production and distribution, which serve 
as the basis for short-term statistics of more limited 
coverage. 


. THE INSTITUTE 


January 5th, 1957 


The value of census results need not be greatly. 
affected because some of the information provided by 
the smaller firms is estimated; indeed, careful estimates 
made promptly are preferable to firmer figures which 
can only be supplied after considerable delay. Any 
guess-work there has been on the smaller returns has 
also certainly not been so extensive as to affect the 
census totals to a significant extent. Despite the lesser 
accuracy of some small traders' returns, a census yields 
more reliable results than an inquiry which ignores the 
majority of smaller traders, and takes no account even 
of how many of them there are.] 


OF CHARTERED 


.. ACCOUNTANTS IN ENGLAND AND WALES 


PROPOSED INTEGRATION SCHEME 
." Informal Meetings Under the Auspices of the District Societies 


Details are given below of the informal meetings 
which are being held under the auspices of the fourteen 
district societies of the Institute, to enable members 
tó discuss the proposed scheme for the integration 
of The Society of Incorporated Accountants with the 
Institute. 

Members will be welcomed whether or not they 


Birmingham and District Society 


Tuesday, January 22nd, 1957, 


are members of district societies. A member of the 
Council wil be present at each meeting to explain 
points of difficulty and to answer questions. 

The meetings will be confined to members of the 
Institute and they should bring with them their copy 
of the booklet issued by the Institute to enable them 
to be admitted thereto. 


The University, Edmund Street, ~ 


6 p.m. Birmingham, 3. 
Bristol and West of England Society Tuesday, January 29th, 1957, Royal Hotel, College Green, 
l Il a.m. Bristol, 1. 
Cornwall and Plymouth Branch Tuesday, January 29th, 1957, Plymouth Law Chambers, 
6.30 p.m. Princess Square, Plymouth. 
East Anglian Society Thursday, February 7th, 1957, Assembly House, Theatre Street, 
2.30 p.m. Norwich. 
Hull, East Yorks and Lincolnshire Wednesday, January r6th, 1957, Writing Room, Royal Station 
Society 6.30 p.m. Hotel, Hull. 
Leeds, Bradford and District Society Tuesday, January 15th, 1957, Leeds City Museum, Park Row, 
2 p.m. Leeds, 1. 
Leicester Society Thursday, January 24th, 1957, Y.M.C.A. Hall, East SECH 
2.30 p.m. Leicester. 
Liverpool Society Friday, January 18th, 1957, Crane Theatre, Hanover Siret 
2 p.m. Liverpool. 
London and District Society Monday, February 4th, 1957, Central Hall, Westminster, Lon- 
2 p.m. don, SW1. 
Manchester Society Friday, January 18th, 1957, Albert Hall, Peter Street, Man- 
p.m. chester. 
North Lancashire Branch Saturday, January 19th, 1957, Bull & Royal Hotel, Church 


10.30 a.m. 


Northern Society 


Mou January 14th, 1957, 


Street, Preston. 
Banqueting Room, Royal Station 
Hotel, Newcastle upon Tyne. 


p.m. 
Nottingham Society Wednesday, January 23rd, 1957, The Scout Hall Northchurch 
5 p.m. Street, Notti 
Sheffield Society Thursday, January 17th, 1957, Victoria Hall, Norfolk Street, 
7 p.m. Sheffield. 
South Eastern Society Monday, January 28th, 1957, The Clarence Room, Hotel 
| 5.30 p.m. Metropole, Brighton. 
Southampton Branch won January 3oth, 1957, The Polygon Hotel, Southamp- 
ton. 
Maidstone Branch Friday, y, Februar Ist, 1957, 


South Wales and Monmouthshire 
Society | 


3.30 P 
Wednesday, January 3oth, 1957, 


Bai p.h. 


> 


Prince's Hall, Royal Star Hotel 
Maidstone. 
Park Hotel, Cardiff. 
d à 
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Reports of Public Companies 


= THE ACCOUNTANT 
ANNUAL AWARDS, 1957 


CLOSING DATE FOR ENTRIES 





Each year The Accountant makes two Awards to companies whose shares are quoted on a 
recognized stock exchange in the United Kingdom, in relation to the form and contents 
of their reports and accounts — particular importance being attached to the adequacy of 
the information given and its presentation. 

The 1957 Awards will be made in respect of reports and accounts laid before companies 
in general meeting within the year ended December 31st, 1956. Particular consideration 
will be given to the making of an Award to a company submitting accounts which do not 
involve the complexity of those of a large group. 

Companies are invited to send, for consideration, copies of their reports and accounts 
(with any chairman's statement circulated to shareholders) to: 


THE SECRETARY, 
THE ACCOUNTANT ANNUAL AWARDS, 
4 DRAPERS’ GARDENS, 
LONDON, EC2. 


The closing date for the receipt of entries for the 1957 Awards is January 31st, 1957. 


Panel of Judges 


Sir Harold Barton, F.c.a., and Mr Thomas Lister, M.A., C.A., who have been members of 
the Panel of Judges since the Awards were instituted in 1954, have now retired from the 
Panel and their places are being taken by Mr Donald V. House, F.c.a., a Past President of 
The Institute of Chartered Accountants in England and Wales and a member of the 
Council of the Institute, and Mr C. I. R. Hutton, 8.a.(oxon.), C.A., a Past Chairman of the 
Association of Scottish Chartered Accountants in London. 

The Panel will now be composed of: Mr Montagu. Gedge, Q.C., Chairman; Mr W. L. 


- Barrows, J.P., F.C.4.; Mr Donald V. House, F.c.a.; Mr C. I. R. Hutton, B.A.(OXON.), CA. 


Lord Latham, J.P., F.4.C.C.4.; Mr Bertram Nelson, C.B.E., J.P., F.8.4.4.; Mr G. Tyser; and 
Mr Arthur E. Webb, Editor of The Accountant. 


Winning Companies in Previous Years 
The 1956 Awards were presented last June by Sir Cuthbert Ackroyd, Bt., then Lord Mayor 
of London, to Ássociated Electrical Industries Ltd and Folland Aircraft Ltd. 
In 1955 the Awards were presented to Ford Motor Co Ltd SS Unilever Ltd, and in 
1954 to Thos. W. Ward Ltd. 


` 
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Notes and Notices ` 


. The Accountant 
Inpex TO VoL. CXXXV: JULY-DECEMBER 1956 
The general index to.the last volume — July-December 
1956, Vol. CXXXV —is published with the present 
issue. The parts of the volume, with the index, can 
now be sent for binding. 


PERSONAL 
Messrs Ford, Rnopzs, THORNTON & Co, Chartered 
Accountants, of Times of Ceylon Building, Colombo, 
announce that in view of his impending departure from 
Ceylon, Mr Francis BERTRAM LANDER, F.C.A., who has 
. *been associated with the firm for nearly twenty-seven 
years, retired from the firm on December 31st, 1956. 
The practice is being continued by the remaining 
partners, Messrs STANLEY WILLIAM PERCIVAL, F.C.A., 
Toon HENDERSON, GA, CYRIL GORDON THOMAS 
e LInDSAY- WHITE, F.C.A., RICHARD JOYCE WALKER, A.C.A., 
and Eric JULIAN BATHE, A.C.A. The style of the firm 
` will remain unchanged. 

Messrs LONSDALE & Marsu, Chartered Accountants, 
of 26 Exchange Street East, "Liverpool, 2, announce 
that Mr Linpsay DAWSON HAYWARD, A.C.A., who has 
been on their staff for a number’ of years, "has been 
admitted into partnership as from January rst, 1957. ` 

Messrs MonnisH, WALTERS & Co, Chartered Ac- 
countants, of Provincial House, 98—106 Cannon Street, 
London, EC4, announce that as from January 1st, 1957, 
they have admitted into partnership Mr’ CHARLES 
WILLIAM MCCORMACK, A.C.A., who has been with the 
firm since 1933. The name of the firm will remain 
unchanged. 

Messrs J. & A. W. SULLY & Co, Chartered Account- 
ants, of Parliament Mansions, Abbey Orchard Street, 
Victoria Street, London, SW1, and of Bristol and 
Weston-super-Mare, announce that, as from January 
Ist, 1957, they have taken into partnership Mr PETER 
C. HARRISON, A.C.A. Mr HARRISON is the son-in-law of 
the senior partner, Mr A. Vicror SULLY, M.c., J.P., 
F.C.A., and has been with the firm for several years. 

Messrs J. & A. W: SULLY & Co, Chartered Account- 
ants, of 17 Hendford, Yeovil, announce that as from 
January 1st, 1957, they have taken into partnership 
Mr J. R. B. MARTIN, A.C.A., who has been with the 
fixm for over twenty-five years. 

Messrs H. B, BRITCLIFFE & Co, Chartered Account- 
ants, of 15 Avenue Parade, Accrington, announce that 
they have taken into partnership Mr Tuomas LUND, 
A.C.A., 8S December 1st, 1956. The name of the 
firm will remain unchanged. 

Messrs W. H. BARNES & Co, Chartered Accountants, 
of 22 Queen Anne Street, London, Wi, announce that 
as from January ist, 1957, they have admitted to 
partnership Mr NEVILLE SASSIENIE, A.C.A., who served 
his articles with the firm. Mr Sassrenm is the son of 
the late Mr S. SASSIENIE, F. C-A., who was a partner in 
the firm for many years. 

Messrs REDDALL, OSBORNE & Co, Chartered Ac- 
countants, of r Guildhall Chambers, Basinghall 
Street, London, EC2, announce that the partnership 
hitherto subsisting between Mr REGINALD Jonn 
OSBORNE, F.C.4.,, and Mr LEONARD Jack REDDALL, 

: A Dee 


. ® e 


F.C.A., has been terminated by mutual consent as from 
December 31st, 1956, in order that Mr OSBORNE may 
devote himself more extensively to commercial 
interests. 

Messrs ALBERT GOODMAN & Co, Chartered Account- 
ants, of London and Taunton, announce with great 
regret the retirement on December 31st, 1956, of their 
senior partner, Mr FREDERICK JAMES BRAYBROOKS, 
F.C.A., who had been continuously associated with the 
London office of the firm for 52 years. 

Messrs WiLsoN, Bice & Co, Chartered Accountants, 
of 80a. Coleman Street, London, EC2, announce that * 
as from January ES 1957, Mr K. S. CARMICHAEL, 
A.c.A., and Mr J. B. Harrorp, C.A., have been 
admitted into eee The name of the firm 
remains unchanged. 

Messrs Drxon, .Hopxinson & Co; Chartered 
Accountants, of 15A Steelhouse Lane, Birmingham, 4, 
announce that as from January 1st, 1957, they have 
taken into partnership Mr JoHN ‘SWINDELL, 
A.C.A., who has been their managing clerk for some years. 

Messrs Ford, Ruopes, WiLLIAMS & Co, Chartered 
Accountants, of 4B Frederick’s Place, Old Jewry, 
London, EC2, announce that as from January 1st, 1957, 
they have taken into partnership Mr Morris CLIFFORD 
AINLEY, A.C.A. 

Messrs FITZPATRICK, GRAHAM & Co, Chartered 
Accountants, of 95A Chancery Lane, London, WC2;- 
and Messrs WooprHoRPE, Bevan & Co, Chartered 
Accountants, of Leadenhall Buildings, r Leadenhall 
Street, London, EC3, announce that as from January 
Ist, 1957, their London practices will be associated. 
Messrs FiTZPATRICK, GRAHAM & Co have admitted to 


- partnership in their London firm.the ‘partners of 


Messrs WooDTHORPE, BEVAN & Co, and the London 
partners of Messrs FITZPATRICK, GRAHAM & Co are 
admitted to partnership with Messrs WOooDTHORPE, 
Brvan & Co. The names of the two firms remain un- 
changed and, for the present, the two practices will be 
carried on from their respective addresses. 

Messrs WuINNEY, SMITH & WHINNEY, Chartered 
Accountants, of 4B Frederick’s Place, Old Jewry, 
London, EC2, announce that as from January 1st, 
1957, they have admitted to partnership Mr Vicror 
FREDERICK BERRY, A.C.A., who served his articles with 


_the firm and has been a member of the staff for some 


years. 

Messrs STANLEY HOLMES & Co, Chartered Account- 
ants, of 68 Pall Mall, London, SW1, announce that 
as from January ist, 1957, they have admitted’ into 
partnership Mr ERIC SLATER, A.C.A., A.S.A.A., who has 
been associated with them since 1933. 

Messrs LrsLE G. Jervis & Co, Chartered Account, 
ants, of 17 Hainton Avenue, Grimsby, and Market 
Place, Market Rasen, announce that owing to continued 
ill health, their founder and senior partner, Mr L. G. 
JERVIS, A.C.A., retired on December 31st, 1956. As from 


‘January ist, 1957, Mr H. B. W.. PARKER, A.C.A., will 


be joined in partnership by Mr D. S. GrENTWORTH, 
A.C.A., who rejoined the firm in April 1956 after 
completing his National Service, and the practice will 
be carried on from the same addresges under the style 


: of PARKER & GLENTWORTER 


A 
s 
. 
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Messrs Henry Noon & Co, Chartered Accountants, 
of Singapore, announce that, as from January Ist, 
1957, Mr R. D. STEWART, F.C.4., and Mr F. W. 
WESTWORTH, A.C.A., will bej joining the firin as partners. 
The name of the firm will remain unchanged. 

Messrs Harrison, Son, Hitt & Co, Chartered 
Accountants, of Charter House, 52 Gloucester Place, 
London, Wi. announce that Mr L. M. KERSHAW, 
F.C.A., has retired and that Mr M. L. HARRIS, A.C.A., 
has been admitted into the partnership. T'he name of the 
firm will remain unchanged. 

Mn L. M. KERSHAW, F.C.A., announces that he has 
retired. from partnership in the firm of Harrison, 
Son, Hill & Co Chartered Accountants, and has 
commenced practice on .his own account ‘under the 


g style of LAWRENCE KERSHAW & Co, Chartered Ac- 


countants, at 108 Park Street, Mayfair, London, Wr. 
Mr J. WILBUR G. COCKE, T.D., M.A., A.C.A., Announces 
that he has retired from the firm of Messrs READS, 
CockE & WATSON, Chartered Accountants, of 47 
Gresham Street, London, EC2, and in Guernsey and 
Jersey, and is now practising in partnership- with 
Mr Maurice CUTNER, A.C.A., as Cocke & Co, Char- 
tered Accountants, at Bank Chambers, 232-8, Bishops- 
gate, London, EC. Telephone: Bishopsgate 0841. 
Messrs James MzsTON & Co, Chartered Account- 
ants, of 6 Golden Square, Aberdeen, announce the 
retirement of Mr GEORGE A. BUYERS, C.A., from the 
partnership as from December 31st, 1956. 2x 
Mn T. KENNETH VENTER, F.8.A.A., F.C.C.S., practising 
under the style of W. S. Parisu & Co, Incorporated 
... Accountants, at 35A Aire Street, Goole, and at Hull, 
"announces that as from brut ist, 1957, he has 
admitted into partnership in his Goole practice, Mr 
PHILIP ANTHONY WALTHAM, A.8.A.A. As from that 
date the style of the firm has been changed to VENTER, 
WALTHAM & Parisu, Incoporáted Accountants. 
“Messrs JAMES & "SANDERS, of i19. Midland Road, 
Wellingborough, announce that as from January rst, 
1957, they have entered into association with MESSRS 
Baker & Co, Incorporated Accountants, of North- 
-ampton, Leicester, London and elsewhere. The name 
of the firm remains unchanged. 


THE INSTITUTE OF CHARTERED - 


ACEOUNTANTS IN ENGLAND AND WALES 


A special meeting of members will be held at 2 p.m. 
next Thursday, January roth, 1957, at Beaver Hall, 
Garlick Hill, Cannon Street, . London, EC2. The 
purpose of the meeting is to consider and, if thought 
fit, to pass a 1esolution amending the Institute's bye- 
laws 44, 98 and 100, in order to ensure that all members 
will have an opportunity of voting on the integration 
scheme after it.has been considered at the later meeting 
to be held on February roth. 

The -proposed integration scheme will not be open 
for discussion at next T'hursday's meeting. ` ` 


LONDON AND DISTRICT SOCIETY xd 
. CHARTERED ACCOUNTANTS.. 


Members of the “London and District Secs of 
‘Chartered -Accountants are. asked to note that the 
address of the Honorary Secretary of the Society, 
Mr J. Wilbur G. ‘Cocke, T.D., M.A., A.C.A., has been 
changed and is now ‘as follows: Bank Chambers, 
232-8 Bishopsgate, London, EC2. doep ione Bishops: 
eue icm 


l MANCHESTER SOCIETY OF 
CHARTERED ACCOUNTANTS ` 


The following lecture: meetings of the. Manchester 

Society of Chartered EECHER have been eg 

for the New Year: 

January 74th: ‘Automation and accountancy’, by Mr J. A. 
Hunt, M.B.E. 

February 8th: 'Accounting research’, by Mr T W. South, 
B.A., Barrister-at-Law. 

February r8th: ‘A practising accountant’s views on manage- 

. ment accounting’, by Mr.C. C. Taylor, J.P., F.C.A... :° 

March 18th: “The 1954 amendments to the SE Act,» 
1940, in respect of private FOEDE, .by Mr E D. 

ner, B.A., FCA, - 


With the exception of the meeting on February Sth, 
which will be held in the Incorporated Accountants’ 
Hall, 90 Deansgate, Manchester, 3, at 6 p.m., preceded 
by tea at 5.30 p.m., these meetings will take place'at 
the Chartered Accountants’ Hall, 46 Fountain SE 
Manchester, 2,8tÓ p.m. ` 

.As from January ist, the new Honan Secretary 
of the Society is Mr J. V. Eastwood, F.C.A., at Messrs 
Hartley, "Turner & Son, Chartered. Accountants, 18 
Lloyd Street, Manchester, 2. Telephone: Blackfriars 


5191. 
THE ACCOUNTANTS’ ` 

. , CHRISTIAN FELLOWSHIP ` l 
The monthly meeting for Bible reading and prayer 
will: be held at 12.30 p.m. next Monday, January 
7th, in the vestry at St Mary Woolnoth Church, 
Lombard Street, EC3. The scripture for reading and 
consideration will be Matthew, Chapter 13, verse ER 
Ve ae of the leaven in the loaves). 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON ` 


The first meetings of the New Year will be held during 

next week as follows: _ 

Tuesday, 5.30 p.m., at the E eege 
lecture on ‘The effects of taxation upon the conduct of 
business’, by Mr Douglas A. Clarke, LL.B., F. CA, a 
member of the Council of the Institute. ; 

Friday, 5 p.m., at the Institute: New members' meeting. 


JOHN FOORD & COMPANY 


56. VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002. (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





° 


* 


28 


THE BIRMINGHAM CHARTERED 
ACCOUNTANT STUDENTS' SOCIETY 


THE 
ACCOUNTANT 





January 5th, 1957 


OUR WEEKLY PROBLEM 
ANSWER TO No. 150: Moving Times 


A comprehensive programme of meetings has been The movement of patients may be expressed: 


arranged by the Birmingham Chartered Accountant 
Students' Society for the New Year. By the kindness 
of the presiding chairman at the lecture meetings, 
tea wil be provided free at 5.30 p.m. before the 
lectures start. Among the meetings to be held are the 
following: 

January 18th: ‘Form and equipment design in relation to 

office efficiency’, by Mr E. Read. 

January 25th: ‘Costing aa a career’, by Mr H. H. Norcross, 

F.C.W.A. 

February rst: 'Fraud', by Detective Inspector Hinson. 
February, 8th: “The brighter side of auditing’, by Mr E. C. 

Turner, T.D., M.COM., F.C.A, 

February 13th: Visit to the works of Josiah Wedgwood & 

Sons Ltd, Stoke-on-Trent. 

February 15th: “Trade Unions, their contribution and their 
present role’, by Mr T. Wylie, DIP. POL.SC.ECON. 

February 22nd: Debate with the No and Sheffield 

Chartered Accountant Students’ Societies. Subject: 

"That this house believes the Premium Bond to be an 

abomination.’ 

March 1st: ‘More budget forecasts by Mr Douglas C. 

Hague, M.COM. 

March 7th: Annual dance: Pavilion Suite, The County 

Ground, Edgbaston. Particulars to be announced later. 
March 15th: “Company law —meetings and directors’, 

be Mr R. D. Penfold, Barrister-at-Law. 

Regular lectures will also take place on Saturday 
mornings for first-year students, while the Society’s 
branches at Coventry and Wolverhampton and the 
groups at Hereford and Stoke-on-Trent will hold 
their own meetings. 


AUSTRALIAN ACCOUNTANTS’ 
CONGRESS 


Members of The Institute of Chartered Accountants 
in Australia will be attending an accountancy congress 
in Melbourne next year, from May 6th to roth. 
Although regional congresses have been held in the 
past, this is the first occasion on which the Australian 
Institute has arranged a congress on a nation-wide scale. 

There are to be five technical sessions, at four of 
which papers will be presented on the subject of 
company legislation, auditing practice, the chartered 
accountant in practice, and finance for business. Each 
of these papers will be the work of. three authors whilst 
a rapporteur and three commentators will add to the 


interest by enlarging on the subject under discussion. . 


‘The remaining session will take the form of an address 
on the chartered accountants’ role in industrial 
management. 

A comprehensive programme of social functions has 


also been arranged and there is no doubt that members ` 


and their ladies can confidently anticipate an interesting 
five days at Melbourne. ' 
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SEVENTY-FIVE YEARS AGO 


From Ehe Accountant or January 7TH, 1882 ` 
A leading article entitled 
‘TRUSTEES’ REMUNERATION 

The subject of the remuneration to be allowed to 
trustees under the new Bankruptcy Act is naturally one 
of some peculiar interest to a large section of the 
readers of this journal. The prospect of the Govern- 
ment Bill passing is probably not a very immediate 
one, still, as the time for the reassembling of Parlia- 
ment approaches, there is somewhat of a revival of 
interest in the question. The inadequacy of the pro- 
posed scale of remuneration for trustees was long ago 
pointed out in these columns, and it is not for the pur- 
pose of adding anything to these criticisms that we- 


again refer to the topic. Our object is simply to draw 


attention to a confirmation of this view which has been 


recorded in legal circles. The Solicitors Journal is 


publishing a series of articles criticising the Govern- 
ment Bill in detail, in the course of which the writer 
has some fair criticisms upon trustees and their 
remuneration. In his opinion the scale of remuneration 
given in the schedule is so “absurdly low that no 
respectable accountant could be got to undertake 
the work at the price.” 


“ANNOTATED TAX CASES 
Edited by Roy BORNEMAN, Q.C. 


Published each month, Reports of Income Tax, ) 
Profits Tax, E. P.T., Death Duties and Stamp 


ie cass and a full report of the judgment together 
with explanatory notes on the decisions 


BUBSCRIPTION 30/ = PER ANNUM 
(post free) 


GEE & CO (PUBLISHERS) LTD 
27-28 BASINGHALL STREET, LONDON, BC 
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PROFITS COMPUTATION FOR 
INCOME TAX 
THE LAW. SHIPPING PRINCIPLE 


HEN the 


first Millard Tucker Committee was 


considering the question of computing profits-for tax 
purposes, it heard many criticisms of the Inland 
Revenue's wide application of what is generally known as the* 
Law Shipping principle. In Law Shipping Co Ltd v. CIR. (3 
A.T.C, 110; 12 T.C. 621) the company had purchased a thirteen- 
year-old ship for £97,000 at a time when its periodical Lloyd's 
survey was overdue. The ship did one voyage after the purchase ' 


. and then was subjected to survey and to repairs costing £59,474, 


of which it was agreed that £7,916 was capital expenditure. The 
Inland Revenue contested the allowance of the full £21,558, but 
offered to allow {10,000 as appertaining to the period during 
which the ship was in the company's ownership. On appeal, 
the Special Commissioners increased this to £12,000 and con- 
firmed the disallowance of the remainder. Their decision was 
upheld by the Court of Session. 
Although the facts of the Law Shipping case are far removed 
from those in the generality of cases, the principle behind the 
decision has been very widely applied. This wide application 
received considerable support in the report of the Millard Tucker 
Committee referred to.1 The following passage is taken from 
paragraph 187: 
"We received a number of representations alleging that the Law 
Shipping decision was inequitable. It appeared to us, however, that 
on a true analysis expenditure of this kind is incurred in improving 
'a capital asset and on this view it is properly disallowable. If the asset 
is one on which depreciation allowances are due, the amount dis- 
allowed is, however, added to the capital cost and in the long run relief 
is given by increased initial, annual and balancing allowances. The 
exclusion of commercial buildings from any depreciation allowances 
under the existing law results in expenditure of this kind receiving no 
effective allowance where it is incurred in connection with such 
buildings. The recommendation which we make in paragraph 204 that 
depreciation allowances should be extended to commercial buildings 
would, however, result in relief being given in such cases and we do 
not think any further provision is necessary.’ 
It will be seen that the committee had in mind here only cases 
where the following factors were present: 
(a) ownership of the asset by the taxpayer; and 
(b) recent purchase of the asset in a defective condition, i.e. the 


faots of the Law Shipping case. 


1 Cmd. 8189. E 
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That the principle is not confined to a recent 
purchase is exemplified by the decision in C.I.R. 
v. The Granite City Steamship Co Ltd (6 A.T.C. 
678; 13 T.C. 1) where expenditure on repairs 
which had accumulated during the German 
Government's detention of a ship was disallowed. 

Commercial.premises not owned by the tax- 
payer were dealt with by the committee in 
paragraph 279 as follows: 

‘279. Dilapidations. — We received certain repre- 
 sentations about the treatment of expenses incurred 
by a lessee in repairing or reinstating business 
premises in accordance with the terms of the lease 

(and of sums paid in lieu thereof). Under existing 

law such payments are normally treated as admis- 

sible deductions in computing business profits 
subject to two limitations: 

* (a) expenditure which is of a capital nature is in- 
admissible (e.g. the cost of completely rebuild- 
ing the leased premises or of reinstating any 
portion which has been demolished or demolish- 
ing any structure which has been added or sums 
paid in lieu); 

(b) expenditure, though of a revenue nature, is 
inadmissible if it relates to a period during 
which the premises were not used by the lessee 
for the purposes of his business. 


We cannot regard the exclusion from allowance of 
any part of such expenses as consonant. with a 
proper computation of business profits, and we 
recommend therefore that any sums so excluded 
should be treated as expenditure which can be 
taken into account in computing a balancing 
allowance to the lessee.’ 

It will be seen that in paragraph (b) the com- 
mittee was in effect stating the principle of the 
Granite Steamship case. Until recently, however, 
there was no direct judicial authority for the 
proposition that repairs executed by a lessee at 
the beginning of his lease were disallowable. The 
deficiency has now been supplied by the recent 
decision of DANCKWERTS, J., in Jackson (H.M. 
Inspector of Taxes) v. Laskers Home Furnishers 
Ltd ([1957] 1 W.L.R. 69). 

In that case the company was a furniture 
retailer and as the lease of its premises was due 
to expire in 1953 it began in 1951 negotiations 
for a lease of some nearby dilapidated shop 
premises which had been standing empty since 
1934. A fourteen-year lease was agreed on terms, 
znter alia, that the company was 

'forthwith to reinstate the demised premises, in- 

cluding the repair of the main roof and plaster, 

install electric light and heating, and to install a 
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new shop front to the reasonable approval of the 
lessor's architect’. 


The lease also contained the ordinary tenant’s ~~ 


covenant to keep the whole of the premises in a 
proper state of repair. In return for the under- 
taking to reinstate etc., the full rent of {1,000 
was reduced to a peppercorn for the first year, 


and to £700 in each of the next six years: a total / 


rent reduction of £2,800. 

The company went into occupation in May 
1952 when the electric wiring was already finished 
but the builders did not leave until the following 4. 
month. The lease was executed in June 1952. 

Of the repairs expenditure, {2,295 was 
debited in the company's accounts for the year in 
question and was disallowed by the Inspector. The 
General Commissioners allowed the company’s 
appeal and the Inland Revenue demanded a stated 
case. On its first hearing, before ROXBURGH, J., 
the case was remitted to the Commissioners 


. to find further facts and on reconsideration 


they held that £275 of the £2,295 should 
be disallowed.as being capital. It seems likely that 
this £275 represented {125 for the alterations 
mentioned and {150 for new electric wiring. 

DANCKWERTS, J., allowed the Inland Revenue . 
appeal. He quoted an obser dictum of LORD 
GREENE in Henriksen v. Grafton Hotel Ltd (21 
ATC 87; 24 T.C. 453): 

‘Capital improvements are often made under a 
covenant in a lease. I have never heard it suggested 
that the cost of making them can be deducted by 
the lessee in computing his profits for income tax 
purposes. An attempt was made to rescue this 
argument from shipwreck by saying that, if the 


lessor had undertaken to bear these payment$and _A 


had consequently exacted a higher rent, the full 
rent could have been deducted as an expense. 'T'his 
argument has a familiar ring. The answer to it is 
that this was not the contract which the parties 
chose to make. It frequently happens in income tax 
cases that the same result in a busiriess sense can 
be secured by two different legal transactions, one of 
which may attract tax and the other not. This is 
no justification for saying that a taxpayer who has 
adopted the method which attracts tax is to be 
treated as though he had chosen the method which 
does not or vice versa.' 


His lordship went on to say that the expenditure 
by the company was clearly capital expenditure; 
it had nothing in common with the current 
expenditure on repairs; the Commissioners must 
have misdirected themselves in law, as their 
conclusion was not a reagonable one. 


—— 
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"Jedlce the dictum of LORD GREENE was accepted 
d “applied, the decision could hardly have been 
rwise. But the ascertainment. of profit for 











vay of such highly complex and subtle argu- 
nts, After all, the Inland Revenue were not 
ceking to place a construction on any of the 
elaborate legislative rules for disallowing par- 
ticular types of expenditure; the case was simply 
concerned with the perennial question ‘What are 
profits’? It was established in the House of Lords 
in Usher's Wiltshire Brewery Ltd v. Bruce ([1915] 
A.C. 433; 6 T.C. 399), that if, on the facts of the 
case, an expense is a proper debit item to be 
charged against incomings, and is not specifically 
prohibited, it should be allowed. How many 


urposes, it is submitted, should not proceed : 
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accountants or business men would regard the 
repairs expenditure in Laskers case as being, in 
its entirety, expenditure which was not a proper 
debit item to be charged against incomings? 

In practice, of course, expenditure of this kind 
is never challenged unless it is relatively large. 
There can be few cases of repairs expenditure by 
a new lessee which does not relate to-some extent 
to repairs which accrued before he went into 
possession, but mercifully a reasonably broad 
view is usually taken. Nevertheless, the law on 
this topic, through arguments from the particular 
to the general, has reached such a highly un- 
satisfactory state that speedy legislation is called > 
for to bring it back to some accordance with 


reality. 


TAX CONCESSIONS FOR UNITED KINGDOM 
COMPANIES TRADING OVERSEAS 


by J. MACDONALD-BROWN, M.A. 
Ex-H.M. Inspector of Taxes 


An examination of the proposals for the formation of Overseas Trading Corpora- 


tions and for Reciprocal Pioneer Industries Rellefs. 


HE recent address of Mr S. E. 'l'aylor, 

D.S.C. (the retiring President), to the 

British Overseas Mining Association 
stresses the urgency of the need for taxation con- 
cessions to United Kingdom companies operating 
overseas, with special reference to Common- 
wealth and colonial territories. 

Although he was naturally more concerned 
with the effect on mining companies, Mr Taylor's 

4 remarks have emphasized —if emphasis were 

~ needed- the grave disadvantages under which 
United Kingdom based companies operate over- 
seas as compared with their overseas competi- 
tors. 

The dependence of our economic stability on 
the supply of oil from the Middle East has been 
amply demonstrated over the past few months. 
Many United Kingdom companies have formed 
subsidiary or associated companies overseas to 
minimize the crushing taxation on profits which 

« would result if these companies were registered 
` in the United Kingdom. The moral to be learned 
from all this is that dependent as the United 
Kingdom is on overseas sources for the supply 
of so much of the raw materials for her industries, 
IL is necessary and urgently necessary. to 
spread her industrial interests over the world; 


and that advantage should be taken of the scope ` 


provided by the Commonwealth and colonial 
areas to achieve this end. 

:. The problem is therefore economic, although 
thé measures proposed to deal with it are fiscal. 
It is essential that the nature of the problem be 
clearly understood, so that the tax concessions 
proposed do not become the subject of political 
controversy. 

The special tax reliefs to United Kingdom 
companies operating abroad apply only to those 
whose assets are of a wasting nature such as 
mines, oil-wells, and other mineral deposits, in 
respect of: 

(a) Expenditure incurred on the acquisition of 

(or of rights over) those sources; 

(6) Expenditure on abortive exploration; 

(c) Expenditure on machinery and plant used 
for searching for, or on discovering and 
testing, mineral deposits or on winning 
access thereto to the extent of the actual 
diminution in value actually attributable 
thereto; 

(d) Acquisition of land abroad which is likely 
to become valueless when the concession 
comes to an end, to the person working the 
source immediately before the event; 

(e) Contributions to overseas public services 

* (including capital outlay) where services are 

* 
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wholly or mainly for the benefit of the 
employees or their dependants. 
'' In addition to these special reliefs there is also 
double taxation relief, which in the case of areas 
where there is a double taxation agreement in 
force, is designed to secure that income is not 
taxed twice in respect of certain specified taxes 
in each country or area, the net result being that 
the income 1s taxed at the rate applicable to the 
country with the highest rate of tax. Where there 
is no double taxation agreement in force, the 
United Kingdom allows unilateral relief by way 
of tax credit against United Kingdom income tax 
and profits tax payable. Unilateral relief is also 
e given. in respect of any type of income subjected 
to overseas tax but which is not covered by any 
double taxation agreement. 


Existing Reliefs Examined 


As regards (a), expenditure incurred on the acquisi- 
tion of (or rights over) oil-wells, mines, etc., an initial 
allowance of 1/1oth of the expenditure and an 
annual allowance in respect of the residue of ex- 
penditure are given, based on the proportion which 
the output in the basis period during which the 
expenditure was incurred bears to the total esti- 
mated output or 1/2oth, whichever is the greater. 
Elaborate rules have been devised to ensure that, 
where the business is sold, the amount to be 
written off is confined to the expenditure incurred 
by the first United Kingdom resident. 

It will be seen that this allowance is only 
applicable to the initial expenditure incurred by 
the first operator, and that subsequent expendi- 
ture is only granted the normal reliefs which apply 
to concerns operating in the United Kingdom. 

~ (b) Expenditure on abortive exploration: this is 
allowable in the basis year in which incurred, but 
it is only allowed to a person who already carries 
on a trade of mine, oil-well, etc. It does not apply 
to expenditure in the case of a person who is 
about to start such a trade. | 

(c) Expenditure on machinery and plant used for 
searching for, and discovering, etc., mineral deposits, 
is designed to give relief only in respect of the 
diminution of value of such machinery and plant 
during the ‘searching and winning’ period. If the 
plant is subsequently used in the trade, the usual 
wear and tear allowances will apply. The allow- 
ances are computed as for (a) above. 

(d) T'he reliefs for expenditure on the acquisition 
of land are also computed as for (a). 

-(e) The allowance for contributions to overseas 
public services is spread over ten years commencing 


with the year of assessment in the basis period for , 


Mining and oil businesses, there are no sp 
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which the expenditure was incurred and the niné 
following years. t 
For concerns trading abroad, other 












reliefs and allowances, although by their 
manence alone they may in the long run b 
greater benefit to the United Kingdom than 
'self-consuming' concerns. For the mining an 
oil concerns it is claimed that the present special 
taxation reliefs are inadequate.. 

Thus, for all types of businesses carried on by 
persons abroad, it is claimed that there should 
be further tax concessions. 


Main Remedies so far Proposed 
The main remedies which have been suggested 
up to date are: ; 


(1) The establishment of overseas trade cor- 
porations, which would be liable to United 
Kingdom tax in respect of distributed 
profits only. 

(2) The granting of reciprocal pioneer indus- 
tries reliefs to all companies eligible for 
them, i.e. to companies trading overseas. 

The remainder of this article will: (a) examine 

how far these proposals are likely to achieve the `. 
desired objects; (b) consider how the proposals 
conflict with the present taxation system and 
what amendments to the tax code would be 
required; and (c) suggest further means by which 
companies, persons or firms could be encouraged 

to trade abroad. 

. The objects being to encourage individuals, 
partnerships and companies to retain their 
United Kingdom residence and to trade abroad 
despite the added risks involved, it is obvious 
that the system of taxation dealing with these b 
should not be a disincentive, but should, on the 
other hand, by singling out such concerns 

for especially favourable treatment, act as an 
incentive. 


Overseas Trading Corporations 
The establishment of ‘overseas trading cor- 
porations’ as a separate taxable class liable to 
United Kingdom tax only on profits distributed 
to shareholders, is suggested by the Chancellor 
of the Exchequer as a complete answer to the 
problem. But what will constitute ‘overseas `$ 
trading corporations’? If they are to include 
concerns whose profits are derived partly from 
United Kingdom trading activities, and partly 
from trading operations carried on abroad, where 
is the line to be drawn? If there is a surplus on 
both home and overseas operations how are the 
‘profits’ and the ‘distributions’ to be worked out? 
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To cover the infinite gradations of mixed home 
and overseas trading would require still more 
"complex legislation to be added to an already 
complicated subject; so, without further examin- 
ation, the conclusion clearly emerges that: an 
‘overseas trading corporation’ must be one where 
all the profit-earning -activities are carried out 
overseas. 

It is unfortunate that many words such as 
‘trade’ and ‘trading’ have to be used here in con- 
nection with a United Kingdom concern, as it 
has been decided many times in the Courts that 
the trade is carried on where the control and 
management is. Where the words ‘wholly abroad’ 
are used in connection with trading, the fact that 
management and control exercised in the United 
Kingdom have endowed the word ‘trading’ with 
this technical meaning, should be ignored. 

No special reliefs are apparently envisaged for 
‘overseas trading corporations’, the provision 
that they are liable to tax on distributed: profits 
only being considered sufficient. An attractive 
proposition. at first sight, this suggestion makes 
less appeal the more it is examined. 

In the ‘wasting asset’ type of case, the time 
— eventually comes when the assets work themselves 

Tout, and the capital expenditure is finally lost. 


we 


Some reliefs are already allowed under the - 


present taxation code, and if these are not to be 
scrapped they must be allowed against the distri- 
butéd profits, and double taxation relief, whether 
reciprocal or unilateral, will require to be given/ 
Following the working of a single mine through, 
from acquisition to being worked out, it will be 
seen that over the whole period no further reliefs 
would be given than at present; that is pro- 
vided the capital reliefs, wear and tear, 
dotible taxation reliefs are still retained. 
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that is required, there can be only one answer. 
But do these remedies go far enoügh? Ultimately, 
the profits, or the portion of them representing 
the reward of the investor, comes within the 
taxation net and the resulting product will not be 
sufficient to encourage risk-taking by investors. - 

There is also a danger to the United Kingdom 
in allowing the export of capital without taxing 
profits arising therefrom, because it could happen 
that a business started with British capital could 
be expanded by ploughing back all profits to the 
end that it could be sold to a subsidiary or other 
company incorporated in an overseas territory, 
at a capital profit which would not be taxable. 
How such a move could be adequately countered, 
except by a prohibitive tax on the capital profit, 
is not apparent, as this would seem to be the only 
way to prevent any such capital gain being left 
overseas, it being essential that any capital 
exported from the United Kingdom should not 
be lost if this can be avoided. | 

The finance companies and.the holding com- 
panies mentioned by Mr Taylor in his address, 
would clearly have to be left out of the taxation 
class of 'overseas trading corporations', in view 
of the complexities mentioned. 


Reciprocal Pioneer Reliefs 


There is now left for consideration all the other 
‘concerns which, though trading abroad, do not 
fall within the category of. ‘overseas trading 
‘corporations’. ‘The tax concessions recommended 
for these are 'reciprocal pioneer reliefs', which 
are only an extension of the double taxation 
arrangements, and would not seem to be suffici- 
ently powerful to-provide the additional incentive 
required to persuade investors to risk their money 
in a hazardous undertaking. — ' 
The proposals conflict with the présent system 
of taxation, in that there would be profits from 
United Kingdom ‘trading’ (according -to the 
present law) without these being taxed, in the 
case of ‘overseas trading corporations’, and relief 
` for double taxation on income not doubly taxed in 
the case of ‘pioneer industries reciprocal reliefs’. 
The amendments to the tax code required would 
be, in the case of overseas trade corporations: 
(i) A definition of these; ` m 
(ii) An amended definition of ‘trading’ as 
applied to these; 
(iii) A clear statement of the profits to be taxed 
and how to be computed; 
(iv) Whether the distributions are to be charged 
to profits tax and if so on what basis; 
afd as regards ‘pioneer industries reliefs’, that 


EE 
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doubly-taxed income is to be deemed to include 
income in respect of which such reliefs have been 
allowed overseas. 
. It is suggested that it would be a pity to add 
yet another confusion to the already many con- 
fusions of the taxation code by these means, as 
they would not, in any case, have a material 
'effect on the drift of companies overseas. 
, It is necessary to remember that the main 
object is the building up abroad of the capital 
resources of the United Kingdom, and that the 
tax reliefs to be granted are incidental to the 
attainment of this object. With the raising of 
Bank rate, the return to investors in United 
. Kingdom stocks, shares, and securities has been 
' raised to such a level that to attract investment 
in a business carried on outside the United King- 
dom, the investor must be assured that, if the 
.gamble comes off, he will reap the reward to 
which the risk which he has taken entitled him, 
by not having the major proportion taken in tax. 


Suggested Proposals to Give Relief | 


Two mam types of concern require to be con- 
sidered: (1) pioneer traders; (2) concerns whose 
assets are of a wasting nature, or where no assets 
are left in the hands of the concern carrying on 
the business immediately before discontinuance. 
With both types of concern, there is initial ex- 


penditure of a capital nature before trading car. 


commence. If the businesses are not successful, 
the capital expenditure will be lost and no tax 
relief will be given. But some currency will have 
been diverted to expenditure which is unpro- 
ductive and is thus a loss of capital to the United 
Kingdom, the overseas area having benefited by 
the amount spent, whatever the final outcome. 
The investors, having taken the risk that the 
venture might be unsuccessful, cannot grumble 
if they lose their money as, in the initial stages, 
the venture is more of a speculation or gamble 
than an investment. But, if they do not expect, or 
receive, any consideration when they lose, they 
are entitled to expect consideration when they 

„succeed; and indeed, unless some special con- 
cessions are given, the average investor will prefer 
to put his money into ‘blue chip’ industrials. 

. It should be recognized that for a pioneer 
trader or 'a wasting asset' concern to reach the 
stage of making profits is quite an achievement, 
and reliefs should accordingly be made. 

It is suggested therefore that: 
(a) All initial capital expenditure of an intan- 
gible nature, e.g. expenses of opening up trading 


posts, remuneration and expenses of repte- 
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sentatives, including travelling expenses from 
United Kingdom to the overseas territory, should 
be regarded as a charge against profits assessable - 
to tax as an ordinary trading expense and, if a 
loss is created, it should be carried forward in the 
normal way. | ) 

(b) Initial capital expenditure of a tangible 
nature, such as the erection of buildings and the 
provision of plant and machinery for the purpose 
of carrying on the business, should be allowed as. 
an expense equally over a period of five years. 

(c) Capital expenditure made out of profits: 

Buildings, — It should be possible to allow the ` 
expenditure over a period of ten years, in the 
same way as expenditure on farm buildings 
under Section 314 is allowed. Investment 
allowance should also be granted. 

Plant and Machinery. — Allow: — 

(3) investment allowance of 20 per cent; 

(ii) usual basic capital allowances, increased 
by a half instead of a quarter; and 

(iii) make no balancing charge when the plant 

and machinery is sold. 

(d) The profits for income tax and profits tax 
purposes should be computed in the normal way, 
giving the allowances mentioned, but charging~ 
profits tax at the lower rate only. 

(e) As regards dividends to shareholders, the 
rate at which tax should be deducted should con- 
tinue to be the standard rate; but, where capital 


"allowances on initial capital etc. expenditure over- 


yeas is given, the proportion of the- dividend 
ES Da to such allowances should be regarded 
ag capital, and exempted from tax; e.g. the profits 
of \A. B. Ltd are £50,000 and initial capital allow- 
andes of £40,000 are given. The company distri- 
3 £50,000 dividend which should be regarded 
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i “CLOSING THE MACMILLAN GAP—T 


THE ROLE OF THE FCL 


( 
| 


"HE, real purpose behind the creation of 
| the Finance Corporation for Industry Ltd, 


in May 1945, was the widespread im- 
pression that a gap existed — the so-called Mac- 
millàn gap —in the range of financial facilities, 
which ione of the'finance houses or institutions 
in London could fill. The existence of such a gap 
was not} however, universally recognized. Indeed, 
many authorities had doubts as to its existence. 
Looking back, it seems clear enough that there 
was, if not exactly a gap, then perhaps a chink 
in,the armour of the financial mechanism and 
that the F.C.I. has been and still is carrying out 
a useful role in' filling it. During the first ten 
years uf its existence for instance, the F.C.I. 
either made or undertook to make advances to 
an aggregate amount of £12 5 million. The gradual 
increase in the demands made upon the new 
-.corpor: ition ‘and the fact that it. was thereby 
amply fulfilling the. hopes expressed upon its 
isa may Ke judged from the following 





T s ! 

| " Constitution 
The hare capital of the F.C.I. is owned jointly 
by 3 large group of insurance companies, trust 
corip: mies and the Bank of England. The 
authorized share capital is £25 million (of which 
only $, 500,000 has so far been called up) together 


TEE. 
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been the policy of the corporation throughout its 
brief life to finance requirements by raising money 
from the banks under its borrowing powers 
rather than by calling up further share capital. 
The object of the corporation, as laid down at 
the time of its inception, was to provide the 
moneys required for the advancement of Britain's. 
industrial economy which could not otherwise 
be obtained through ordinary financial channels. 
Inevitably, in its initial stages, the corporation 
was regarded with some apprehension — if not 
outright suspicion — by the existing avenues of' 


"finance in the City. To begin with, it was accused 


of competing for business with existing financial 
institutions instead of confining itself to the role 
of financier of last resort. Secondly, many sup- 
posed that its duty was to provide finance for 
projects which could not be justified by adher- 
ence to strict commercial considerations. 

These early doubts and suspicions were 
speedily disproved, however, when it was realized 
that the new corporation's main task was to 
supplement rather than to supplant existing 
sources of finance. 


~ 


Methods of Operation 


In considering an application for an advance, the 
corporation examines most carefully whether in 
fact the project, by modernization, expansion, or 
the development of a new industry, would con- 
tribute towards the objective for which the cor- 


. poration was created. If satisfied on these counts 


and provided the business appears to, have 
reasonable prospects of financial success, then 
every effort is made to provide the money on 
advantageous terms — especially during the period 
when the factory, plant and other requirements 
are being erected and installed and the enterprise 
brought to the productive stage. ‘This generally 
takes the form of an advance at a fine rate of 
interest. 

. Furthermore, at the time an advance is made 
careful consideration is given to the eventual 
capital structure to be adopted as and when it 
becomes possible to substitute permanent finance 
for the F.C.I.s advances. At the same time, the 
corporation endeavours to attach to these advances 


wit h. EE EES ‘of £100 million. It has *conversion gights into preference and/or ordinary 
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shares. This procedure serves a dual purpose. 
First, it paves the way for the eventual liquidation 
of advances since the corporation does not wish 
to assume the role of a permanent investor in 
any company. Secondly, it affords the corporation 
an opportunity, should the project prove to be a 
pronounced success, of reaping a reasonable 
reward for the risks it has shouldered from the 
outset. For instance, 
conversion rights have either been applied to 
writing down losses sustained on other invest- 
ments or used to reinforce reserves ploughed 
back out of normal revenue profits. 

. Most of the projects so far financed seem to 
have taken from three to four years before yield- 
ing a worth-while return and even then a further 
period was often required to show results which 
would justify the permanent capitalization of the 
“project and the subsequent marketing of its 


shares or obligations. Therefore, given the 


measured pace at which it extended its activities, 
the F.C.I. inevitably suffered revenue losses 
during its infancy ~ the first profit being disclosed 
in 1949 and the first dividend (6 per cent) paid 


in 1955. 
Pattern of Advances 


At the outset, it was. expected that the basic 
industries like iron and steel, cotton, railways and 
coal would provide the F. C.l.s main sphere ot 
activities, but events showed otherwise. For two 
of these industries passed to the State, a third 
was being prepared for a similar fate at the time, 
and the fourth, so far as is known, has not yet 
sought assistance from the corporation. Conse- 
quently, applications in the early years mostly 
came in from sources apart from the basic indus- 
tries, viz. diesel engines, gas turbines, chemicals, 
etc. However, the F.C.I. was able to fill a par- 
ticularly difficult gap in financing some important 
developments in the iron and steel industry during 
the twilight stage of steel nationalization, since 
private capital was obviously unwilling to 
venture very far with the Iron and Steel Bill 
hanging over the industry. In particular, the 
corporation undertook to provide £35 million 
for the Steel Company of Wales besides other 
unspectacular and anonymous transactions in 
which it was currently engaged. 

Apart from iron and steel, however: which 
ultimately became the predominant borrower, 


_ other significant ventures initially sponsored by. 


the corporation: included F. Perkins Ltd, of 
Peterborough, the diesel engine business which 
was successfully floated on the capital market in 
1951; Ultramar Lfd, which was assisted at ar 
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profits arising from these 
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critical stage in its development 
equity of this great Venezuelan A 

Britain; Petrochemicals, concerned 
production of chemicals from petroleui4 CN 
was finally disposed of to the Shell Cots iiy 
(albeit at a very considerable loss); Murgatroyd's 
a salt and.chlorine venture which the F.C.I. 
assisted at a time when the need for chlorine was 
not as fully recognized as it is today (the concern 
is now under the joint control of the. Distillers 
Company and Fisons, though the F.C.I. still 
retains a substantial holding of loan stock), and 
finally, Air Finance Ltd, which was formed in ` 
1953, under the leadership of three merchant 
banking houses — Lazards, Morgan Grenfell and 
Erlangers — for the express purpose of extending 
credit facilities to buyers of British aircraft and 
aero-engines, both civil and military. This latter 
company was formed with an issued capital of 
£1 million, and the F.C.I. agreed to provide 
additional finance up to {ro million. 


Effect of ‘Credit Squeeze’ 


As a result of several increases in the Bank rate 
during 1955 and 1956, the F.C.I. has been obliged 
to pay a higher rate of interest on borrowing ^ 
from the Panel of Bankers, although it is only fair 
to add that this increase has not materially 
affected the corporation as the rate of interest 
which they in turn charge on loans fluctuates : 
with the Bank rate. Apart, therefore, from any 
diminution in the demand for advances from 
borrowers themselves, the corporation's functions 
have not been seriously curtailed by the 'credit 
squeeze'. Even at a time like this, the paramount 
aim is still seen as increased production and 
making more goods available for export. On this 
question, the corporation has made it clear that 
an amicable arrangement was concluded with the 
clearing bankers and the Bank of geen which 
meets the situation. 


Conclusions 
Enough has been said, however, to demonstrate 
the importance of the part played by the Finance 
Corporation for Industry Ltd during the past 
eleven years in steering capital towards relatively 
untried ventures most of which blossomed out 
into concerns which are now deemed vital to the 
economy as a whole. It is to be hoped that the 


next few yearswill. disclose a similar record of 


us both in the industrial and financial sense. 
[The role of the Industrial and Commercial 

Finance Corporation will be discussed in Part II 

of this article to be published next week. — Editor.] 
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New Year Honours 


In our last issue we offered our congratulations to 
the members of the profession whose names appeared 

in the New Year Honours List. We should now 
like to congratulate also Mr F. G. Selby, A.C.A., 
Commissioner of Income Tax, Federation of Nigeria, 
who i js ivwatded the C.B.E.j and Mr H. P. Dunkley, 
ër 'A., regional finance officer, Ministry of Labour 


‘National Service; Mr P. E. Green, A.C.A., a 


- ditectór and accountant of H. J. Green & Co Ltd, 


and-Mr H. W. Long, F.s.4.4., formerly senior partner 
of Cassleton, Elliott & Co, of Nigeria, who have been 
DR the O.B. E. 


Applying the Wernher Decision 


The House of Lords decided in Sharkey v. Wernher 
(34 A,T.C. 263) that horses bred at a stud farm and 
transferred to the proprietor's racing establishment 
should he credited in the stud farm trading account 
at their market value. The possible applications of 
the principle of the decision are obviously very 
numerous and accountants will be assisted (and, 
perhaps, relieved) by a statement of the Inland 
Revenuc's views on the matter which has been made 

| discussions with representatives of the 
Institute. This statement is included in the report 
of;the Institute's Council meeting which appears 
elsewhere i in this issue. 


Budget Recommendations 


The Suez crisis has set people thinking of the next 
Budget perhaps a little earlier than usual and already 
recommendations to the Chancellor are being issued. 

The Association of British Chambers of Com- 
merce, in a brief and incisive pamphlet, points out 
to him that the Government (including local govern- 
ment) is spending 37 per cent of the national income 
and 18 spending ori capital projects a quarter of the 
total capital investment of the nation. The Associa- 
tion Nee that the present structure of taxation 
disc ages work and savings. It urges the imple- 
mentation of Royal Commission recommendations 
which i it sets out as: 

(a) Permission to traders to value stock on a basis 

appropriate to their trade, including Liro and 
| b:se stock. 

b) Depletion allowance for mineral rights. 

i Depreciation for non-industrial buildings. 

d) Surtax directions (o "be confined to a reason- 

| pable part of the company's income. 

©) ‘Profits tax, if continued, to be at a flat rate. 
It lis! also suggested that ‘the assets basis of share 
valuation’ for estate duty should be dropped in 
favour of the earnings basis. 

In order to increase capital investment the Asso- 
ciation suggests restoration of the investment allow- 
m with something even more fundamental for 
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ships which can be transferred to overseas owners. 
To encourage business in foreign markets, thé 
Association urges the adoption of the conception of 
'overséas trade corporations’ for tax purposes, and a 
completion of the system of double tax relief. These 
and other suggestions in the pamphlet are expected 
to cost less than 2 per cent of expected revenue. 

The Association and also the Institute of Directors 
recommend a liberalization of the rules for the 
allowance of expenses under Schedule E, and a rise 
in the surtax starting point. The Association would 
raise the earned income relief to two-ninths of. 
£3,000 (why two-ninths?) while the Directors’ Insti- 
tute would allow personal allowance against surtax 
as well as income tax. The Institute says that £2,000 
a year in 1939 was worth £5,328 of today's money 
and many young men are going DIOE rather than* 
bear present taxation. 


Savings in 1956 


Net new savings last year were the highest for eight 
years at fj127:5 million. Total savings were £1,701 
million, withdrawals being /1,563:5 million. Lord 
Mackintosh, the chairman of the National Savings 
Committee, has said that the new certificate has been 
very popular and that both the Post Office Savings 
Bank and the Trustee Savings Banks have benefited 
from the income tax concession. Higher rates of 
interest in the special investment departments of 
be Trustee Savings Banks have also attracted further 

GER The Premium Savings Bond has made a good 

‘but it remains to be seen if its lottery attraction 
helps to maintain a high level of purchase. 

It has been apparent for some time that 1956 was 
a good year for savings. The insurance companies 
have been recording peak figures and they are 
expected to have had a good year as a whole when the 
annual figures become available. 

It is by no means clear what has generated this 
record performance in 1956. Savings, as measured by 
the national income figures, have been improving 
steadily for some years. The saving and spending 
habits of the public, however, present a confused 
picture. The total purchasing power of the public has 
been increasing and wage rates have been rising more 
rapidly than the cost-of-living in many industries. 
This continuing growth of purchasing power has 
been accompanied by a switch of man-power towards 
the food and service industries. This would suggest 
that the public may have been spending more on 
perishable goods. More stringent hire-purchase regu- 
lations have meanwhile made the purchase of durable 
consumer goods less attractive, but much of the effect 
of the new regulations wore off as the year went on. 
It is also possible that the higher rate of interest may 
have had a bigger influence on the propensity to save. 


e than appeared psobable at one time. 
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Rising Prices and Wage Demands 


'The next week or two is likely to be critical for wage 
negotiations in 1957. A number of key industries, 
including the railways and the engineering operatives, 
are expected to make important moves in connection 
with recent wage demands. It is no doubt with these 
moves in mind that the Information Division of the 
Treasury, in its latest Bulletin for Industry, has 
decided to deal with retail prices. . 

After six months of stability up to October 1956, 
prices have been going up owing to the temporary 
increased duty on petrol.and other oils. Between 
mid-October and mid-November retail prices as 
measured by the official index increased by less than 
half a point and this was due to increases in the price 
*of coal and certain foods. Further increases are likely 
to come about through higher import prices, increases 
in Government taxation (or a reduction in subsidies) 
and possible wage increases unaccompanied by 
corresponding increases in output. 

There is every prospect that the index will rise 
rather more than seasonally in the early part of this 
year and if this happens it will still be due mainly to 
the higher petrol and oil duties, The bulletin states 
that this increase should not be used as a justification 
for higher w or profits which would themselves 
tend to raise ae level if they were put up. 

There is every likelihood that key industries will set 
a pattern in the next few weeks of wage advances of 
the order of 3 to 5 per cent and these will act as a 
pattern for other industries and will themselves have 
to be worked out on industrial costs of production. 
It might be also that the net effect of the Suez crisis 
will be to reduce industrial production in such a way 
that costs will rise and industry might make a big 
effort to pass on some of the rising cost in higher 
prices. The hope that restraint can be successfully 
counselled to both sides of industry lies in the 
‘temporary’ nature of the crisis. 


Ten Years of State Coal 


The ‘State-owned National Coal Board is now ten 
years old and the occasion has been marked by the 
publication of a brochure called British Coal: Rebirth 
of an Industry. There is likely to be a good deal of 
difference of opinion as to what constitutes this 
rebirth. The miners themselves are certainly much 
better off than in the days of private ownership, but a 
good deal of this is owed to the state of the coal 
market, rather than to the form of organization of the 
industry. Management-labour relations at the top are 
certainly much better but there is room for a great 
deal of improvement at colliery level. The annual rate 
of production remains disappointing and the capital 
investment programme is desperately slow in off- 
setting the effects of the shrinkage of the labour force. 

It is easy in considering the prospects of the coal 
industry to argue about the wrong things. It has to 
be realized that the basic problems of coal in ,the 


United Kingdom in the twentieth oentyry have got » 
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much less to do with forms of organization than many 
protagonists on either side of the nationalization 
argument will admit. As the coal mines go deeper and 
the coal seams become thinner and less regular, the 
cost per ton must inevitably rise. It 1s the economics 
of the cost per ton which are critical both now and 
for the future. This country is in the process of 
adjusting itself painfully and unwillingly to the idea 
of dear coal. Heavy capital investment in the mines 
in the form of power loading equipment and other 
plant below the surface as well as expensive screening 
and cleaning plant on the surface have to be judged in 
the light of this long-term trend. It may be that 
nationalization was nec 
geological obstacles of bringing coal to the surface 
could he overcome at an economic cost in no other 
way. This may have had to be the way of mobilizing 
financial resources for expensive equipment and dear 
labour. There is little doubt that if and when 
nationalization is fully justified, it will have been 
found to have proved its value on rather different 
grounds than those which were put forward in 1946. 

Meanwhile, the recent Suez crisis has emphasized 
that this country is going to be dependent upon coal, 
expensive though it may be, for a long time. 


Free Trade Area Queries 


Before the Common Market and the Free Trade—~ 
Area can become a fact in Western Europe five basic 


- problems have to be solved. The first of these con- 


cerns the circumstances in which escape clauses can 
be invoked. For instance, can a country invoke escape 
clauses unilaterally or must it accept a majority 
ruling from the members of the area? Another 
important question is how high the tariff barrier of 
the six-nation customs union should be. A third 
problem is how to co-ordinate customs procedure 
within the free trade area and the fourth question 
concerns how farming communities in the countries 
concerned are to be protected. Finally there remmins 
the question of the relation of overseas territories to 
the metropolitan countries, especially the way in 
which their development should be financed. 

It seems likely that the first question will give the 
most trouble. Dependence upon a majority ruling 
might be difficult to accept. Such a ruling would 
tend to be slow and it would be possible to play 
international politics with an individual country’s 
balance of payments problems. For many countries 
in the Common Market there is already a major 
problem of controlling their economies when they 
are dependent to such a large degree on international 
trade. 

On the other hand, if a country is allowed to invoke 
escape clauses too easily it may easily indulge in 
capricious or delaying tactics which could injure 
the operation of the Common Market in its formative 
period. There seems to be some possibility that the 
problem of the joint customs tariff is getting near a 
compromise-solution. | 


to insure that the 4 
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) The reprint this week gives|the accounts of S. Smith 
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Hope ¢ op ene money have continued to buoy up 


the k-markets' and the advance in prices has 


; attracted an increased volume of business. In the 
| equity markets, buying | has been concentrated on 


store} are nuclear power and oil issues. 
| 
uh & Sons ` | 


& Soris (Ehgland). Ltd for the fifty-three weeks to 


ke August 4th; 1956. The company’s name and speedo- 


métet gô back to the early days of the motor 


B industry, but for many years the board’ s policy has 


` been]io ‘expand into allied fields related as far as 
possible | to the manufacturing, engineering and 
corhrhercial knowledge at its command, and to 


diversify : iproduction. One of the latest developments 


|. dn the aütomative division is automatic transmission 


YR 
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and controls for smaller types of cars which were 
ES a! the last Earl’s Court Motor Exhibition. 

horological division, from clocks and watches, 
lias extended to timing and switching devices for 
electtical: apparatus such as cookers. The aviation 
division supplies that industry with instruments and 
with ï its K.L.G, automatic re-light capsule has helped 
"to overcome the ‘flame-out’ trouble in the Proteus 
engines of ‘the Britannia aircraft. Through Kelvin 
& Hüghes ' and its marine engineering interest, two 
new echo sounders, a new miniature radar ánd a 
miniature ‘fisherman’s’ asdic have been developed in 
the past ` year. The fisherman’ 8 asdic detects, horizon- 
- tally, fish shoals up to ranges of some 2,000 yards. 


E Features | 


AER is year's accounts, beveral new features have 
troduced. The main feature is the directors’ 
ws of the accounts, which by and large covers 
thé round normally dealt with in the first portion 
of, di chairman's annual | statement. It provides 
share} er at the earliest possible date, says 
Mr R. Gordon-Smith, the chairman, with a review 
of En (post important financial items and changes 
during the year. | 
This year's publication also incorporates a page of 


ES 


- fgaliént fedtures’ and three pages of graphs and 


statistics "which set out.in simple form some main 
items: of interést and avoid the necessity for the 
bus jm: an to peruse all the details in the accounts’. 
-Ext ct are included in. our reprint. — 
We says the chairman, i is the form it is proposed 
pt, improving on it where possible. This still 
Ro 


tlie main review of conditions and development - 


to beigiven i in the form of chairman' 8 speech at the 
annual meeting —at the company's. Cricklewood 

works ~ but at least it can! be said that a good’ deal 
has. des done to make the report and accounts 
moré informative. ^ ; 
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. *À Little Gumption' 


‘Shareholders always use a little Gumption.’ Trust 
the board of Kelsey Industries Ltd to think up some 
new line of publicity for the company’s products in 
the annual report. Each year brings something new. 
This time it connects up with the company’s com- 
mercial television advertising which, incidentally, has 
paid dividends: sales of ‘Gumption’ — —the household 
smooth paste cleanser — showed a remarkable upward 
trend, says Mr Samuel Kelsey, the chairman, soon 
after the showing of the first advertising film. 
Provided in the annual report is a strip of the film. 
inserted in a slide so that each frame can be seen 
through an aperture, and there is a useful magnifying 
glass to improve the view. To some it may seem a 
childish play-toy, but gimmicks catch the attention 
and that is advertising's purpose. The report also* 
gives details of the group's multicore solders, sound- 
id a materials, including sealing 
tapes, and of the roof waterproofing compositions. 
Among accessories marketed -in forty-eight countries 
are automatic soldering machines, wire strippers, 
solder thermometers and magnetic recording tape 


* gplicers. 


Kelsey publicity in the annual report deserves 
special notice because company reports all too often 
fail to give an indication of the nature of the business. 


Money Market 


A further contraction in the Treasury bill rate took 
the average discount rate to £4 15s 9-11d per cent on 
January 4th. Applications totalled £406,685,000 and, 
bidding at £98 16s 1d, the market obtained 54 per cent 
of the £260 million of bills allotted. This week's offer 
is £260 million. 


S. SMITH A SONS (ENGLAND) LTD 
SALIBNT POINTS FROM THE GROUP ACCOUNTS 








1955/56 1954/55 
CAPITAL EMPLOYED {At ond of year) .. — .. 12,461,000 — 1,572,000 
Attributable to:— 
Ordinary Shareholders ds "s take 9,363,000 8,345,000 
Preference Shareholders ET YN 1,410,000 i 410, "000 
Minority Shareholders ee 25 as 250,000 E 000 
Long Term Debt e 319,000 255,000 
Reserve for Future Taxation 1,119,000 1,324,000 
12.461,000 ` {1,572,000 
NET PROFIT BEFORE TAX £2,333,000 £2,635.000 
% to Capital Employed 18-7% Hs B% 
NET PROFIT AFTER TAX "HE £1,189,000 . £1,.366,000 
EARNED ON ORDINARY SHARES (Net) ..  £1,126,000  £1,305,000 
DIVIDEND ON ORDINARY SHARES (Net) . £291,000 £291, 
Rate : i 174% 
NUMBER OF TIMES COVERED. neo 39 dë 
GROSS ORDINARY DIVIDEND AS A RATE ` = 
ON ORDINARY SHAREHOLDERS’ CAPITAL 
EMPLOYED... 5-490 DICH 
TOTAL NUMBER OF SHAREHOLDERS: 9,500 9,400 
e TOTAL NUMBER OFEMPLOYEES .. *.. 16,300 17,000 


e . . 
e . 
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ACCOUNTANT 


January 12th, 1957 


Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


. The Proposed Integration Scheme 


Sir, — It has been my experience that the members 
of the public are not so much confused by the fact 
that there are Chartered and Incorporated Account- 
ants, but by the fact that there are so many desig- 
natory letters for qualified accountants. 

At present we have C.A., F.C.A., A.C.A., F.S.A.A,, 
A.S.A.A., apart from many lesser and more obscure 
designations. DE 

Is not the first step in this vénture to give a uniform 


designation to Chartered Accountants, i.e. C.A., an^ 


abbreviation understood the world over. With the 
absorption of the Society, five sets of letters would be 
reduced to one, surely a feature to be desired. 

I cannot believe that the Scottish Institute would 
object to such a proposition which would be to the 
profession’s advantage. 


Yours faithfully, - 
Wallington, Surrey. J. C. BLISS, A.C.A. 


Sir, — After consideration of the above scheme and 
the correspondence in your columns, I feel that if 
this scheme goes through an effort should be made 
to abolish fellowship in the English Institute, and all 
members, apart from the minority of incorporated 
accountants who are tó remain as such, t» be 
described as ‘Chartered Accountants’ and in brief, 
AUS B 
My own case 1s an illustration of the frustration and 
mystery of description to those outside the profession. 
I qualified for fellowship of the Society on April 6th, 
1956, and was elected a Fellow on May 16th. If the 
scheme goes’ through I shall become an Associate of 
the Institute until April 1958, when I can apply for 
fellowship. Consequently I shall have had four 
different abbreviated descriptions in two years, all 
very confusing to one’s clients. | 
A further point is that one hopes that after integra- 
tion, with the resulting increased membership of the 
joint body, some move will be made to increase the 
number of district societies. There must be many, 
like myself, in rural towns who are fifty miles from 
the headquarters of their present district society. We 
help to finance these societies but we and our students 
are at a serious inconvenience in taking part in their 
activities. S 
Yours faithfully, 
F.S.A.A. 


— 


Sir, — The explanatory memorandum that has been 
issued by the Council of The Institute of Chartered 
Accountants in England and Wales has been so care- 
fully prepared that 1t clearly puts before the members 
both the scheme itself and also the reasons for its. 


proposal. After reading it I feel that I have a duty to 
consider first whether. the scheme, if carried out, 
would be of benefit to the public; secondly, whether . 
it would be of advantage to the Institute; and, thirdly, 
whether it would benefit the individual members. 
Since the incorporation of the Institute in 1880, it 
has maintained a high standard of requirements from 
persons wishing to become members; so much so that 
chartered accountants have acquired a considerable ` 
reputation for integrity and competence. It must, I 
think, be admitted that the scheme, if carried out, 
would to some extent result in a certain widening of 
the basis on which membership would have been 
obtained. Even so, I doubt whether this would 
detract from the high position that chartered 
accountants hold in the public estimation. On the 
other hand, the benefits to be gained are of so great 
and far-reaching a nature that I look upon the present 
scheme as representing one of the greatest services 
that has ever been rendered by the Council to the 
Institute and the public as a whole. 
> Almost ever since the formation of the Institute, 


attempt after attempt has been made to produce a. 4— 


Scheme for the integration of the profession, and in 
every case the sponsors have met with failure. Here, 
however, is a really statesmanlike scheme which, if 
carried into effect, would result in an Institute 
capable of representing in England all the best 


elements of the profession. 


Ever since my admission to the Institute on 
February 3rd, 1915; I have taken a keen interest in 
its welfare and have felt pride in my membership. 
It is my fervent hope that this scheme will receive 
the approval which, in my opinion, it so rightly 
deserves. 


London, WCa. 


Your obedient servant, 
B. J. DAVIS. 


SIR, — A correspondent in your issue of January 5th, 
looking forward to complete integration of the pro- 


- fession, suggests the desirability of an entirely new 


designation which the public would recognize and 
which might give the profession a status similar to 
that enjoyed by lawyers and doctors. He proposes 
‘Q.A? for all qualified accountants in public practice 
and 'Q.A.(C.)' for those in commerce. Surely it could 
hardly have been possible to choose initials more 
likely to bring the profession into disrepute. ‘Q.A to 
most people instinctively suggests Queen Anne and 
is symbolic of a person who is ‘dead as mutton’; whilst 
‘Q.A.(C.)’ would soon slip off the tongue as ‘Quack’ — 
a not very complimentary term to apply to industrial 
accountants! 
l . Yours faithfully, 

Woktng. . 5 ue - R: KETTLE. 


be E | 
; 
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JE, wé have been E up the river! We, the 
t law members in the public services (and, for 
tter, some dedi clerks too) are to be 
ir labelled and left to die off or, like old 
diers simply fade away. Clearly, the Institute 
do|nót want us and the |Society have abandoned 
us dlinterests of uniformity. 

The [nstitute has a long tradition of admission 
only after ' service under articles in the office of a 
practisii ig chartered. accountant and one can under- 
stag Oe emphasis placed: on such training for the 

Ge But if it is ‘satisfied that absorption of the 

mine is in the interests lof all, is it reasonable to 


od that,a minority of lincorporated accountants 


wholháve hitherto held equal rights should be singled 


. be 


oüt far special designation ? One wonders what would 


He reactions of solicitors, architects, engineers, 
8 ots and other members of professional institu- 
tións!tr4ined and employed i in the service of public 
vitae if faced with a similar threat to their 
. The Economist's suggestion that ‘an unthinking 
Ze, fo tradition should be avoided’ 
rele ant. ; 
Yeste rday, l was. — to call myself an Incor- 
porated ‘Accountant, Tomorrow, for no other reason 
but 4 t I'serve the public: as a body (of ratepayers) 
inst ad of individually (as clients), the appellation will 
identify me with a humiliated race, doomed to 
étion.: This is indeed, the SE of refugees — the 
nonteonforming minorities sacrificed in the purge. 
‘Like Jimmy Durante, : I am mortified. But the 
sharrie i D not mine. 
f r 
a (d | 


- 


| Yours faithfully, 
JARBY. 


vM — 


Sii = - Ong naturally expected correspondence on the 
proposed scheme, but in view of the principles (one 
might almost say principals) at stake, the views 
expressed by your pier ees in the last issue are 
ae surprising. Out of; six letters on the subject, 
eas | than half objected to 
ought that the secret had been well kept, another 
ht that fellowship in industry was a good idea, 
ae the last was worried about the letters after his 
e. While I have no wish to draw conclusions from 
this, it does seem that it is left to an articled clerk to 
be son.ewhat more relevant. 
The. Council must first! of all be congratulated on 
eir efforts, for integration is undoubtedly desirable, 
dd sur ely far too much has been conceded to achieve 
aim. "Under the proposals, there will be ‘Char- 
red’ Accountants who: have neither served articles 


| not ps ssed a Final examination at one sitting. This is, 


of Course, a calculated Concession, but it is to be 
ho ed thåt every member of the Institute realizes the 
sactifi: ‘e that he himself isimaking. It would have been 
quite, possible to retain the designation of 'Incor- 
porated Accountant’ in its present form, since not 
only i i ‘this a more accurate description, but it "recog- 
nizes the ‘difference referred to above. 

i Ma: Dé ; Principals wilt} naturally discharge their. 
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the method of notice, one - 


NR tc A a nr 


obligations to an increased number of articled clerks, 
but how can those, who have not themselves been 
articled, know from experience what these obligations 
are? It must always be a matter for regret that the 
Institute have never taken steps to satisfy themselves 


‘that a principal is in fact giving such instruction as 


the Institute prescribe. Moreover, the practice itself 
may be quite unsuitable for any practical training, 
except in a restricted field. 

. All too often it is left to the articled clerk to judge 
the standard of his training, and if this applies while 
members are limited to two apprentices, then it will 
surely be more so when the permissible number is 
increased to four. At the moment it is assumed that 
in the absence of complaint, a satisfactory term of 
articles is béing served. 

Apart, however, from these two fundamental con- ' 
siderations, the scheme merits support, but which 
overcomes the other remains to be seen. 

Yours faithfully, i 
FIVE YEARS HARD. 


Str, — I am distressed to discover that the proposed 
scheme makes no provision for the instruction and 
E of articled clerks analogous to that required 

rospective members of the Law Society. Un- 
ed there will be a vast increase in the number 
of persons training for our profession, and surely it 
is too much to expect that the methods of learning 
should still be by way of private study supplemented 


by a few casual lectures which is usually the lot of 
 articled clerks, especially in the Provinces. 


I am also grieved to learn that the question of 


oe doés not appear to have been considered. 


Fellowship is granted on application after the 
member A served a qualifying period in practice. 
Would it not be better that this mark of distinction 
should be acquired on merit, such as the submission 
of a thesis or in recognition of some distinguished 
service to the profession? 

Outside the profession the qualifications for 
fellowship are not normally known, and in the case 
of one year-book issued “by a learned society, Asso- 
ciates of the Institute are regarded as being ‘un- 
qualified’ and their designations are not recorded, 
whilst those of Fellows are shown as though they 
possessed some higher degree. 

In my opinion, the Scottish societies were right 
in designating their members C.A. 

: Yours faithfully, 

Reading. 


E. H CARPENTER. 
Sir, — The scheme for integrating the Institute and 
the Society is bound to engender considerable dis- 
cussion. May I touch on one point of great importance 
which is given cursory treatment in the explanatory 
memorandum. 

At the present time one may become an ASA A. 
after six years’ experience and on passing the Final 
examination. If the scheme is adopted, qualification 
will be by artigles only. So articles, with all their dis- 
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advantages, are to be extended in scope, and an 

alternative entrance to the profession closed, which 

is bound to have a deleterious effect. 

The disadvantages I have in mind are: 

(1) By artificially limiting the number of articled 
clerks a principal may have, the formers’ re- 
muneration is depressed and entry is limited by 
a financial test. 

(2) Very few principals give their articled clerks 
any training; they do the same work as they 
would as an employee (but at half the salary). 

(3) Few principal's firms are large enough to allow 

^ the possibility of their clerks receiving an ade- 
quately wide experience, e.g. in mechanized 
accounting, costing, executorship, bankruptcy, 

. taxation, etc. 

* — (4) The system of attempting to remedy these last 
two deficiencies by part-time evening study of 
correspondence courses is inefficient and 

* archaic. The deficiencies are too generally 
known to need elaborating now. 

At this e two questions arise: 

(1) Council is retaining the right to refuse to 
register articles where it is not satisfied that 
adequate training facilities exist. How often has 

. it exercised this right? What is its standard of 

adequacy? 

(2) Is Council's previous insistence on a maximum 


of two articled clerks per principal, ostensibly 


to enable them to receive proper training, com- 
patible with their proposal of four? Are prin- 
cipals to become twice as enlightened overnight, 
or is this bait? 

Those who have had patience enough to read so 
far may be saying it is easy enough to criticize, but 
what would you suggest? Well 

(1) Five years’ articles and examinations as before, 
but 

(2) No restriction on number of clerks a firm may 
have, subject to adequacy of facilities. 

(3) A scheme of training to be submitted by prin- 
cipal to Institute with articles for registration 
and approval. d 

(4) The clerk to have a right to appeal to the 
Institute if principal does not keep to spirit of 
the scheme. 

(5) Articles to run for (say) twenty months, when 
they could be transferred to another firm, or to 
a non-professional organization (industrial, 
commercial, or municipal), to enable the clerk 
to have a wider potential experience. 

(6) A fixed amount of office time to be allowed for 
study (say a day a week). Day and evening 
classes to be arranged by Institute in collabora- 
tion with universities, local education authori- 
ties, etc. 

That is the idea in rough. Comment and criticism 

would be most welcome. 
Yours faithfully, 
C. A. WESTWICK, B.sc.(Econ.) 

Greenford, Middlesex. 
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Church Finance: Permanent Trusts 


Sir, — The article on ‘Church Finance’ on page 675 
of your December 2gth issue refers to property held 
on permanent trusts which must be vested in the 
diocesan authority. It would, I think, be as well to 
make it clear that — if my reading of the measure is 
correct — this rule applies only to cases where the 
parochial church council are the trustees. It is still 
quite usual for property to be entrusted to the vicar 
and churchwardens and, as I see it, such property is 
not subject to the rule in question. 


Yours faithfully, 
London, SW7. G. W. QUICK SMITH. 


Football Supporters’ Clubs’ Pools: Tax 


SIR, - Ín your issue of December 29th, under ‘In 
Parlament' the position of football supporters' 
clubs' pools is made clear. l 

The question now is: Are the gifts from the sup- 
porters’ club pool, which it is presumed are system- 
atic and continuing, taxable in the hands of the 


- beneficiary football club? 


It has been held that gifts and donations in certain 
circumstances are liable to assessment for tax 
purposes. Yours faithfully, 

SUPPORTER. 


Surtax: Unappropriated Profit 


. SIR, - We have clients who propose winding up a 


company which is not now required. 

The assets are £60,000; liabilities £3,000; and un- 
appropriated profit £35,000. The result of the trading 
for the last five years is as follows: 


December 1951 Loss .. ES 
e 1952 Loss .. 165 
m 1953 Proft.. 1,242 
3; 1954 Proft.. 1,100 
5 1955 Proft.. ux : 100 


but they are rather worried as to whether they would 
be caught for surtax on the unappropriated profit 
prior to 1951, and have to pay on the accumulated 
figures, or whether the Inland Revenue could only 
go back five or six years. 

Our clients have not had a clearance certificate 
from the Inland Revenue for past years. 

Yours faithfully, 
UNCERTAIN. 


Auditors' Reports 


SIR, — Let us admit at once that the usual form of 
auditors’ report is far from being a masterpiece of 


literature. It is, however, a statutory document which 


has received the approval of counsel and we would, 
I think, be wise to examine critically any proposed 
amendments. Cooper Brothers & Co (December 
ISth issue) state that the reasons for drafting the 
abbreviated form of report are to make it more 
intelligible to shareholders arti to avoid the impression 
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that the auditor was not prepared to express an 
opinion without so many reservations and qualifi- 
, cations as to make his opinion of little value. 
irst of all is it n that all shareholders 

should fully understand an duditors' report? When an 
underwriter i issues a policy of i insurance or a solicitor 
drafts| 4 will, the intention is not that everyone 
should understand the wording but that the Courts 
will implement the wishes of the parties. Similarly 
an auditor would be well advised to consider the 
interpretation which will be placed on his words by 
thel Court rather than seek to enlighten the least 
intelligent of a company’s shareholders. 
There are certain types of fraud involving collusion 

between directors, confidential staff and possibly 
outside: parties, which no auditor, who has not been 
put on special i inquiry, can expect to detect. A claim 
2 ages against an auditor in these circum- 

dés would normally fail unless negligence can be 

proved, but would the defence be hampered by the 
omission of the words ‘to the best of our knowledge 
and belief? in the report? | 

It would be of great interest to the whole of the 
accountancy profession if we could get counsel’s 
opinion on the wording of the abbreviated form of 
report with special reference to the following 
questions: 

| ' 


he e | 
| | 
| | 
t 


eil Definitions 


D jin this scheme, unless inconsistent with the subject 
uil context: 

(d) ‘the Institute’ means The Institute of Chartered 

| Accountants i in England and Wales, and ‘any of 

i the Institutes’ means | and includes the Institute, 

r The Institute of Chartered Accountants of Scot- 

:: land and The Institute of Chartered Accountants 


li in Ireland; 


i 

vi ‘the Scottish or Irish Institutes’ means The 
n : Institute of Chartered Accountants of Scotland 
ke 





or The Institute of Chartered Accountants in 
: Ireland; 
‘the Society’ means The Society of Geet 
Accountants; 
(d) ‘the date of publication of this scheme’ means 
| December zoth, 1956; 
(e) ‘the effective date’ means the date upon which 
tlis scheme becomes effective in accordance 
| | with clause 22 hereof; 
Id) ‘public accountant''means a person (i) who is a, 
| 
i 


b l 
dh i o -9 
| | 
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(1) Does this report comply with the Companies 
Act, 1948? | 

(2) Is the auditor given normal protection under 
the Common Law? 

and finally a question which has always intrigued 
me and which applies to both forms of report: 

(3) Does a company keep proper books of account 
when those 'books' consist of pieces of paper 
with holes in them (punched cards)? 

Yours faithfully, 


London, SE25. GUY NEVILLE. 


A Christmas Sampler 


Sm, - May I point out a mistake in the answer to 
question No, 11 of the Christmas Sampler in the issue 
of December 22nd. A dodecahedron is not a plane 
figure, it is a regular solid bounded by twelve equal 
and regular pentagons. A plane figure of twelve iios 
sides and angles is a dodecagon. 
Yours faithfully, 
N. S. W. WHEATLEY, 
Secretary, 
DAIRY PRODUCE PACKERS LTD. 
London, SETI. 


[We are grateful to our correspondent for pointing 
this out; he is, of course, correct. ~ Editor.] 


^ . CHARTERED AND INCORPORATED 
ACCOUNTANTS 
SCHEME OF INTEGRATION 


In our issue of December 22nd, 1856, we reproduced the Explanatory Memo- 
randum of the proposed scheme of integration, which has been issued to members 
of The Institute of Chartered Accountants in England and Wales. We now reproduce 

| the full terrns of the scheme from the Institute's booklet on the subject. 


member of a body of accountants which is estab- 
lished in the United Kingdom and which is at 
the date of publication of this scheme recognized 
by the Board of Trade for the purposes of 
Section 161 of the Companies Act, 1948; and (ii) 
whose main occupation consists of practice as an 
accountant and the offer of his services as such 
for reward to members of the public generally; 


(g) ‘chartered or incorporated accountant’ means a 
member of any of the Institutes or of the Society; 

(h) ‘bye-law candidate’ means a person who is regis- 
tered as a bye-law candidate of the Society in 
accordance with the special provisions of the 
bye-laws of the Council of the Society; 

(t) ‘England and Wales’ means and includes Eng- 
land, Wales, the Channel Islands and the Isle of 
Man or as the case may be any part thereof; 

(j) ‘Ireland’ means and includes the Republic of 
Ireland and Northern Ireland or as the case may 
be any part thereof; 


tk) ‘months’ means calendar months; 
e 


D 
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(D words importing the masculine gender only 

- shall include females, words in the singular shall 

include the plural, and words in the plural shall 
include the singular; 


` (m) ‘this scheme’ means this scheme as at present 
framed, with such amendments (if any) as may 
prior to the effective date have been approved by 
general meetings of the Institute and of the 
Society and agreed to by their respective Councils. 


New Class of Membership of the Institute 


2. 'The Chárters and bye-laws of the Institute shall 
be altered so as to provide for a new class of members 
of the Institute under the designation ‘Incorporated 
Accountants’. An Incorporated Accountant of the 
Institute as such shall not be entitled to describe him- 
self as a Chartered Accountant or to use after his name 
the initials F.C.A. or A.C.A. but he shall have all such 
other rights and privileges and shall be subject to all 
such restrictions and provisions as are by the said 
Charters and bye-laws as from time to time in force 
conferred or imposed upon members of the Institute 
generally, except that he shall not, after admission to 
membership of the Institute as an Incorporated 
Accountant and so long as he remains an Incorporated 
Accountant, be entitled to receive further persons for 
service as articled clerks or otherwise for training as 
Chartered or Incorporated Accountants. 


Admission of Members of the Society as 
Fellows or Associates of the Institute 


3. (a) Any member of the Society who either: 


(1) at the date of publication of this scheme is prac- 
tising as a public accountant in England and 
Wales; or 


(ii) qualified for membership of the Society sites the 
appropriate service in accordance with the con- 
stitution of the Society (either as an articled clerk 
or as a bye-law candidate) with a public account- 
ant practising in England and Wales, 


shall, upon application to the Institute made within 
six months after the effective date and provided that 
at the date of such application he is not also a member 
of the Scottish or Irish Institutes, be eligible for 
admission to membership of the Institute as a Fellow 
or Associate in accordance with sub-clause (b) of this 
clause. For all purposes of this scheme the decision of 
the Council of the Institute as to whether a person is 
a public accountant and as to whether a member of the 
Society qualified for such membership by virtue of the 
appropriate service as aforesaid with a public account- 
ant shall be final. 

(b) Any such member of the Society who, at the date 
of publication of this scheme, is a fellow of the Society 
and who has been continuously in practice as a public 
accountant (whether or not in England and Wales) for 
not less than five years at any time prior to the date of 
his application for admission to membership of the 
Institute shall be eligible for admission as a Fellow of 
the Institute. Any other such member of the Society 
shall be eligible for admission as an Associate of the 
Institute but shall, as soon as he shall have been con- 
tinuously in practice as a public accountant (whether 
or not in England and Wales) for five years (whether 
or not wholly or in part after admissiog as an Associate , 
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as aforesaid), be eligible for election as a Fellow of the 
Institute. l 

(c) Any member of the Society who is admitted as a 
Fellow or Associate of the Institute under sub-clauses 
(a) and (b) of this clause shall be entitled to describe 
himself as a Chartered Accountant and to use after his 
name the initials F.C.A. or A.C.A. as the case may be 
but shall cease to be entitled to describe himself as an 
Incorporated Accountant or to use the designatory 
letters EF GA A. or A.S.A.A. 

(d) Any Fellow of the Society who is eligible for 
admission as an Associate of the Institute under sub- 
clauses (a) and (b) of this clause but who is not eligible 
thereunder for admission as a Fellow of the Institute 
may at his option be admitted an Associate of the 
Institute under this sub-clause upon the terms that he 
is to be entitled to describe himself as an Incorporated 
Accountant and to use the designatory letters F.S.A.A. 
But he shall only be entitled to do so if and so long as 
he is not practising as a public accountant and he shall 
not, while so describing himself, be entitled to describe 
himself as a Chartered Accountant or to use the initials 
A.C.A. Any Fellow of the Society who exercises his 
option as aforesaid shall be entitled at any time there- 
after, by notice in writing to the Institute in such form 
as the Council of the Institute may require, to revoke 
such exercise and as from the date of such notice the 
provisions of this sub-clause shall cease to apply to 
him and he shall be deemed to have been admitted as 
an Associate of the Institute under sub-clauses (a) and 
(b) of this clause. 


a ail 


Admission of Members of the Society as 
Incorporated Accountants of the Institute 


4. (a) Any member of the Society who is not eligible : 


for admission as a Fellow or Associate of the Institute 
under clause 3 of this scheme shall nevertheless, upon 
application to the Institute made within six months 
after the effective date and provided that at the date of 


such application he is not also a member of the Scot- 


tish or Irish Institutes, be eligible for admission to 
membership of the Institute as an Incorporated 
Accountant and, upon admission, shall be entitled to 
describe himself as an Incorporated Accountant and 
to use the designatory letters which he was, imene- 
diately prior to admission, entitled to use as a member 
of the Society. 

(b) Any Associate of the Society who is admitted to 
membership of the Institute as an Incorporated 
Accountant under this clause shall bécome eligible to 
use the designatory letters F.S.A.A. instead of the 
designatory letters A GA A. on showing to the satis- 
faction of the Council of the Institute that for not less 
than three years immediately prior to the date of his 
application to use such designatory letters (i) he has 
been continuously in practice as a public accountant in 
any part of the world; or (11) he has occupied a profes- 
sional position which in the opinion of the Council of 
the Institute would have made him eligible for admis- 
sion as a Fellow of the Society under the constitution 
of the Society as in force at the date of the publication 
of this scheme. 


Admission of former Members of the Society 
to Membership of the Institute 


5. The Council of the Institute may in its discretion 
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admi any, ‘former member of the Society to member- 
ship of the Institute whether as a Fellow, Associate or 
Inc )rporuted Accountant upon such terms and con- 
ditions as the Council may consider appropriate having 
regard to the provisions of this scheme. 


| l i ) 
Incorporated Accountants of the Institute 
| becoming Associates of the Institute 


D (a) Any member or former member of the Society 
who i is admitted to membership of the Institute as an 
Incorpo! ated Accountant under clause 4 or 5 of this 
scheme shall- become eligible for election as an 

at: of the Institute if!he satisfies the following 
conditions, namely: 


(i) that he has obtained A certificate of his having 
| passed the Final examination of the Institute or 
‘| Khu Final examination of the Society (not being 
| its ‘Modified or Special Final examination held 
tn the Union of South Africa or in Southern 
Rhodesia) whether or not such examination was 
bold: in England and Wales; and 


at whilst a member of the Society or of the 

li nstitute (or partly whilst a member of the one 
land partly whilst a member of the other) he shall 
| coritinuously for not less than three years have 
| served in England and Wales in the office of or 
' | have been in partnership in England and Wales 
with a Chartered or Incorporated Accountant 
! practising as a public accountant in England and 
Wales. Provided always that for the purposes of 

| | this condition the continuous period of three 
t years above referred to may be made up partly 
| Hof service and partly of partnership as aforesaid 
} bist must, in the case of service or partnership 


t 


| pus a member of the Institute, consist of 





service in the office of or partnership with a 
"Fellow or Associate of the Institute or of the 
| Scottish or Irish Institutes. 


ol Any Incorporated Accountant of the Institute 
who is elected an Associate. thereof shall be entitled to 
describe, himself as a Chartered Accountant and to use 
after his name the initials A.C.A. but shall thereupon 
ceage to be entitled to describe himself as an [ncor- 

porated ‘Accountant or to use the designatory letters 
P SLA. Aor ASAA. 


` Members of the Institute 


"i No member of the Ee who at the effective 
daté jis already a member of the Institute shall there- 
er bc entitled to describe himself as an Incorporated 
Accountant or to use the GE letters F.S.A.A. 
ot ASA A 


i Munibers of the Soclety who are already 
| 


\Gencral Provisions regarding Articled Clerks 


|8. The number of articled clerks which a practising 
Fellow or: Associate of the Institute may have in his 
service at the same time shall be increased from two 
to four and the Council of the Institute shall be 
empowered i in its discretion and on the application of 
any Pom or Associate to permit an increase in this 
number in any case in which it considers it desirable 
so. fo «lo and upon such terms and conditions, if any, 
ge it punks fit. | s 
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Articled Clerks and Bye-law Candidates 
of the Society 


9. (a) Any articled clerk registered as such prior to 
the effective date and who is articled to a member of 
the Society practising as a public accountant in Eng- 
land and Wales may, upon application to the Institute 
made within six months after the effective date: 


(i) if the member of the Society has become a 
Fellow or Associate of the Institute pursuant to 
this scheme, register and complete his existing 
articles with the Institute; in which case, the 
existing articles so registered shall be deemed to 
have been duly entered into and registered for 
all purposes of the Charters and bye-laws of 
the Institute; or 


(ii) in any other case, and subject always to the pro- 
visions of clause 13 of this scheme, transfer his’ 
articles to a Fellow or Associate of the Institute 
for a period expiring on the date on which his 
articles with the member of the Society E 
have been completed. 


But in no case shall any period of service under articles ` 
otherwise than with a Chartered or Incorporated 
Accountant practising as a public accountant in 


England and Wales count as service under articles and ~ 


the same may, if necessary, be extended accordingly. 

(b) Any such articled clerk who passes or has passed 
or has been duly exempted from the Intermediate 
examination of the Society shall be exempt from the 
Intermediate examination of the Institute. l 

(c) Any such articled clerk who passes or has passed 
the Final examination of the Institute or (subject to 
clause 16 of this scheme) the Final examination of the 
Society held in England and Wales shall, upon appli- 
cation to the Institute, be eligible for admission to 
membership of the Institute as an Associate and upon 
admission shall be entitled to describe himself as a 
Chartered Accountant and to use after his name the 
initials A.C.A. 

10. (a) Any bye-law candidate of the Society who 
was registered as such prior to the effective date and 
who is undergoing his period of qualifying service in 
accordance with the special provisions of the bye-laws 
of the Council of the Society with a Chartered or 
Incorporated Accountant practising as a public 
accountant in England and Wales may, upon applica- 
tion to the Institute made within six months after the 
effective date: 


(1) be articled to a Fellow or Associate of the Insti- 

tute for a period expiring on the date on which 

such qualifying service would have been com- 
pleted; or 


(11) if at the effective date he shall have served five 
years (or such shorter period as the Council of 
the Institute may in its discretion in any par- 

. ticular case consider sufficient) of qualifying 
service, complete his period of qualifying service. 


But in no case shall any period of service otherwise 
than- with a Chartered or Incorporated Accountant 
practising as a public accountant in England and Wales 
count as qualifying service. 

(b) Any such person who passes or has passed or has 
been duly exempted from the Intermediate examina- 
tiog of the Society shall be exempt from the Inter- 


e mediate examingtion of the Institute. 


e D - 


(c) Any such person who passes or has passed the 
Final examination of the Institute or (subject to 
clause 16 of this scheme) the Final examination of the 
Society held in England and Wales shall, upon appli- 
cation to the Institute, be eligible for admission to 
membership of the Institute as an Associate and upon 
admission shall be entitled to describe himself as a 
Chartered Accountant and to use after his name the 
initials A.C.A. 

II. Any articled clerk or bye-law candidate of the 
Society who was registered as such prior to the date 
of publication of this scheme (whether or not he is 
within the provisions of clauses 9 or ro of this scheme) 
who, by application to the Institute made within six 
months after the effective date, applies to be registered 
with Che Institute: 


(a) shall be eligible to complete his period of service 


under articles or (as the case may be) his quali- 
fying service and (subject to clause 16 of this 
scheme) to sit for the examinations of the 
Institute or of the Society; 


(b) shall, if he passes or has passed or has been duly 
exempted from the Intermediate examination of 
the Society, be exempt from the Intermediate 
examination of the Institute; 


shall, if he passes or has passed the Final examin- 
ation of the Institute or (subject to clause 16 of 
this scheme) the Final examination of the Society 
(whether or not held in England and Wales) or 
the Society's Special Final examination held in 
the Union of South Africa or in Southern 
Rhodesia, upon application to the Institute be 
eligible for admission to membership of the 
Institute as an Incorporated Áccountant and 
shall, upon admission, be entitled to describe 
himself as an Incorporated Accountant and to 
use the designatory letters A.S.A.A,; 


(d) shall, if he is admitted to membership of the 
Institute as an Incorporated Accountant under 
the immediately preceding sub-clause, be eligible 
to become an Associate of the Institute upon 
satisfying conditions (i) and (ii) set out in clause 6 
(a) of this scheme. 


12. (a) Any articled clerk or bye-law candidate of 
the Society who has duly completed his period of ser- 
vice under articles or (as the case may be) his qualifying 
service prior to the effective date but who has not 
passed the Final examination of the Institute or the 
appropriate Final examination of the Society shall 
(subject to clause 16 of this scheme), if he passes such 
Final examination, and upon application to the 
Institute, be eligible for admission to membership of 
the Institute as an Associate or Incorporated Account- 
ant (as the case may be) in accordance with clauses 9 (c), 
IO (c) or r1 (c) of this scheme. 

(b) Any such articled clerk or bye-law candidate of 
the Society who has also passed the appropriate Final 
examination of the Society prior to the effective date 
but has not become a member of the Society shall, 
upon application to the Institute made within six 
months after the effective date, be eligible for admission 
to mernbership of the Institute as an Associate or In- 
corporated Accountant (as the case may be) in accord- 
ance with clauses 9 (c), xo (c) or 11 (c) of this scheme. 

13. Any articled clerk or bye-law candidaté of the 


(c) 
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his articles or, as the case may be, to change his 
employment shall obtain the consent of the Council 
of the Institute to such transfer or change and unless 
he do so, service after such transfer or change shall 
not count towards the completion of his articles or his 
qualifying service unless the Council of the Institute 
otherwise directs. In giving any such consent or 
direction, the Council of the Institute may impose 
such terms and conditions, if any, as it may consider 
appropriate, 

14. No articled clerk nor bye-law candidate of the 
Society shall be eligible to apply to the Institute under 
clauses 9 (a), 10 (a) or 11 of this scheme if he has 
made and not withdrawn a similar application to the 
Scottish or Irish Institutes. 


Applications to the Institute 


15. Every application to the Institute made by a 
member, articled clerk or bye-law candidate of the 
Society pursuant to this scheme shall be subject to the 
provisions of the Charters and bye-laws of the Institute 
for the time being in force and shall be made in such 
form as the Council of the Institute may require; but 
the period within which any such application is to be 
so made may be extended either generally or in any 
particular case if the Council of the Institute in its 
discretion considers it proper to do eo, 


Examinations of the Society 


16. (a) As from the effective date or such later date 
(if any) as the Councils of the Institute and of the 
Society may agree, the Society shall cease to hold any 
further examinations; but the following examinations 
shall continue to be held as examinations of the Society 
in accordance with sub-clause (b) of this clause for the 
period below set forth (or for such longer period or 
periods as the Council of the Institute may think fit) 
provided that, in the case of the Special Final examin- 
ation held in the Union of South Africa and in Southern 
Rhodesia, such examination shall only be held if and 
so long as the Council of the Institute considers it 
necessary and practicable to do so: 


a il 


* * * Së 
Intermediate examination 


held in England and Wales 
Intermediate examination until 

held in Scotland .. December ist, 1959. 
Intermediate examination | 

held in Ireland 


Final examination held in 
England and Wales 


Final examination held in until ` 


Scotland .. i .. { December rst, 1961. 
Final examination held in 
Ireland ... , .. 
Special Final examination 
held in the Union of South until 
Africa and in Southern | December rst, 1967. 
Rhodesia .. 


(b) Such examinations shall be held by the Institute 
(which shall be solely responsible for all matters 
relating thereto) in consultation, where appropriate, 
with the Scottish or Irish Institutes; as nearly as may 


Society who, after the effective date, dgsires to transfer . be in accordance with the Yelevant provisions of the 


. 9 e 
e * 
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constitution of the Society as in force at the date of 
publication of this scheme, with such modifications 
- (i£ any) as the Council of the Institute may consider 
necessary or desirable. But no person other than a 
person who is or has been either an articled clerk 
articled to a member of the Society or a bye-law candi- 
date of the Society shall be eligible to sit for any such 
examination. 

(c) If an articled clerk or bye-law candidate of the 
Society has not passed an Intermediate examination 
of the Society held prior to the date of publication of 
this scheme (or if he has not been duly exempted 
therefrom prior to that date) he shall only become 
eligible for admission to membership of the Institute 
_ if he passes the Final examination of the Institute. , 


Rates of Subscription 


17. Every member of the Society who 1s ded 
to membership of the Institute as a Fellow or Associate 
thereof shall pay the annual subscription appropriate 
to his membership of the Institute under the Charters 


and bye-laws of the Institute as from time to time in ' 


force. Every member of the Society who is admitted 

to membership of the Institute as an Incorporated 

Accountant shall pay the same annual subscription as 

would be payable by him under the said Charters and 

bye-laws as an Associate of the Institute. Provided 
always that: 

(a) no member of the Society who is admitted to 
membership of the Institute shall be required to 
pay any admission fee or to pay any subscription 
in respect of any period covered by a subscription 
already duly paid by him to the Society; 

(by any member of the Society who is admitted to 
membership of the Institute as an Incorporated 
Accountant but who is neither resident nor prac- 
tising as a public accountant in England and 
Wales shall, unless he becomes so resident or 
practising or until otherwise determined in 
accordance with the Charters and bye-laws of 
the Institute, pay an annual subscription to the 
Institute of £2 2s od if immediately prior to 
admission he was a Fellow of the Society and of 
£1 1s od only, if he was an Associate of the 

* Society. 


Membership of the Council of the Institute 


18. (a) The number of members of the Council of 
the Institute shall be increased from forty-five to fifty- 
five and the ten vacancies thus created shall be filled 
by members of the Council of the Society to be selected 
by mutual agreement between the Councils of the 
Institute and of the Society. The ten members of the 
Council of the Society appointed to fill such vacancies 
are in this clause called 'the Society's appointed mem- 
bers' and their appointment shall not require any 
confirmation of an annual meeting of the Institute. 

(b) So long as two or more of the Society's appointed 
members are members of the Council, the number of 
the members of the Council of the Institute to retire 
at each annual meeting of the Institute shall be 
increased from nine to eleven, of whom two shall be 
chosen from the Society's appointed members. 

(c) In the event of there being only one of the 
Society's appointed members remaining a member of 
the Council, the humber, of members of the Council 


of the Institute to retire at each annual meeting of the * 
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Institute shall be ten, of whom the Society's appointed 
member shall be one. 

(d) The Society's appointed members to retire by 
rotation at each annual meeting as aforesaid shall, 
where necessary, be chosen by agreement among them 
or, in default of agreement, by lot, but shall be eligible 
for re-election. 

(e) If and whenever any of the Society's appointed 
members ceases for any reason to be a member of the 
Council of the Institute (otherwise than by reason of 
retirement by rotation at an annual meeting of the 
Institute at which he is duly re-elected) his place shall 
not be filled and the number of members of the Council 
of the Institute shall thereupon be tpso facto reduced 
accordingly. 

(f) Save as aforesaid, all the provisions of the Char- 
ters and bye-laws of the Institute from time to time 


in force relating to members of the Council shall apply* . 


to the Society's appointed members and to the remain- 
ing members of the Council equally and without 
distinction. 
Future use of the designation ‘Incorporated 
Accountant' 


19. Any member of the Society who does not 
exercise his right under this scheme to apply for 
membership of any of the Institutes shall, in recog- 
nition of the fact that he possesses professional 
qualifications at least equivalent to those required for 
persons admitted to membership of the Institute as 
Incorporated Accountants and has been accepted by 
the Institute as a person entitled to apply for member- 
ship thereof, be entitled to continue to describe himself 
as an Incorporated Accountant and to use the desig- 
natory letters F.S.A.A. or A.S.A.A. as the case may be. 


EE of the Institute to Alter its Charters 
and Bye-laws 


20. Nothing in this scheme shall be amendi as 
limiting the powers of the Institute at any time to 
amend its Charters and bye-laws in such manner as 
it may think ft. 


' Payments by the Institute out of the Surplus 
Assets of the Society 


21. The Council of the Institute shall as part of the 
scheme and for the purpose of implementing the same 
have power, out of the surplus assets of the Society to 
be transferred to the Institute as contemplated in 
clause 22 (a) (i1) of this scheme, to make such payments 
or transfers to the Scottish and Irish Institutes and to 
officers and employees of the Society as the Council 
may think fit. 

Effective Date 

22. (a) This scheme shall become effective and shall 

become binding upon the Institute and the Society and 


their respective members on such date as the Councils 
of the Institute and the Society may agree, being a date 


on or before which the following conditions shall have 


been satisfied, namely: 


(i) that this scheme shall have been approved by the 
members of the Institute in general meeting, and 
the Charters and bye-laws of the Institute shall 

e have been duly amended and (where requisite) 
such gmemxdments shall have been duly allowed 


e . , 
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by The Lords of Her Majesty's Most Honour- 
able Privy Council, in such manner as may be 
required to give effect to this scheme; and 

(i1) that this scheme sball have been approved by the 
members of the Society in general meeting and 
effective resolutions of the members of the 
Society shall have been passed for the voluntary 
winding-up of the Society and the transfer of 
its surplus assets (including such rights as the 
Society can transfer to grant and withhold 
the designation 'Incorporated Accountant' and 
the use of the designatory letters F.S.A.A. and 
A.S.A.A.) to the Institute, such resolutions to 
be in such form as the Councils of the Society 
and of the Institute may agree. 


(b) For the purposes of sub-clause (a) of this clause, Dated December sth, 1956. 
The following table of membership subscriptions of the bodies concerned in the 
i proposed scheme of integration is reproduced from the Memorandum to Members 
issued by The Society of Incorporated Accountants. 
English Present ` ' 
Institute Scottish Irish Soctety 
(after integration) Institute Institute Rates 
IN PRACTICE L sd s d £ sa £ s d 
Fellows: ` ` l , i . 
London . IO IO o Y4 7 o I2 I2 o II II o 
England and Wales (excluding London) 8 8 o 7 7 o I2 I2 O 9 19 6 
Scotland and Northern Ireland 4 4 0 v b E IA 12 O 919 6 
Republic of Ireland A 40 SC d 8 I2 I2 0 919 6 zf 
Channel Islands and Isle of Man 8 8 o 2 2 0 I2 I2 0, 919 6 
Associates: 
London .. 5 0 — 8 8 o 8 8 o 
England and Wales ‘(excluding London), 5 
hannel Islands and Isle of Man .. 4 4 o — 8 o 6 16 6 
Scotland and Ireland s 2 2 o — 8 o 6 16 6 
NOT IN PRACTICE 
Fellows: 
England and Wales 5 5 o 3 3 o 4 4 o 8 8 o 
Scotland and Northern Ireland A 4 0 3 30 4 4 o 8 8 o 
Republic of Ireland 4 4 o 2 2 O0 4 4 0 8.8 o 
Channel Islands and Isle of Man 5 5 0 2 3.6 4-4 O 8 8 o EE 
Associates e E 
England and Wales, Channel Islands and Isle 
of Man ei 3 30 — 4 3 o 4 4 0 
Scotland and Ireland 2 2 0 — 3 3 o 4 4 0 
OVERSEAS 
Fellows A 4 0 2.20 3 3 o* 2 2 0 
Associates 2 2 0 — 2 2 ei I I O 
Notes. | 
(1) 'The proposed subscription rates for members admitted to the English Institute as Incorporated Accountants 
are as follows: 
In Practice Not in Practice 
s d £L s d 
London (F.S.A.A. and A.S.A.A.) 5 0 23-0 
England and Wales (excluding London), Channel Islands and 
Isle of Man (F.S.A.A. and A.S.A.A.) . 4 4 0 3 3 0 Pad 
Scotland, Ireland and Overseas: u 
F.S.A.A. 2 2 0 2 2 0 
A.S.A.A. I I o I I o 
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any resolution of the Institute or the Society in general 
meeting which may be required in order to satisfy ariy 


of the conditions therein mentioned shall be deemed ` 


to have been duly passed notwithstanding that such 
resolution is or is expressed to be conditional upon this 
scheme becoming effective. 

(c) A certificate signed by the Secretary of the 
Institute and the Secretary of the Society duly author- 
ized by their respective Councils that this scheme has 
become effective and as to the date on which this 
scheme became effective shall be conclusive. 

(d) Unless this scheme shall have become effective 
on or before December 31st, 1957, or such later date 
(if any) as the Councils of the Institute and of the 
Society may agree, it shall be null and void. 


(2) There is only one class of niembershie t in the Scottish institute: 
(3) Irish Chartered Accountants overseas at present pay the same subscription rates as members in Ireland. Proposals 
for the overseas subscription rates marked * are now under consideration but have not yet been adopted. 


i 


[The Soctety’s rates are inclusive of district society subscriptions; the 


English Institute’s rates do not include such subscmiptions — Editor.] 


January 12th, 1957 - 
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` THE INSTITUTE OF CHARTERED 
` ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, January 2nd, 1957, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 
Mr A. S. H. Dicker, M.B.E., President, in the chair; 
Mr W. H. Lawson, c.B.z., Vice-President; Messrs H. 
EUN Garton Ash, 0.B.E., M.C., W. L. Barrows, Sir Harold Barton, 
^Messrs T. A. Hamilton Baynes, J. H. Bell, H. A. Benson, 
C.B.&., Sir Bernhard Binder, Messrs J. Blakey, C. W. Boyce, 
C.B.E., W. G. Campbell, P. F. Carpenter, D. A. Clarke 
E. C. Corton, C. Croxton-Smith, W. G. Densem, Sir 
Harold Gillett, M.c., Messrs P. F. Granger, D. V. House, 
Sir Harold Howitt, G.B.E., D.s.0., M.C., Messrs P. D. Irons, 
R. B. Leech, M.B.E., T.D., J. H. Mann, M.B.g,, R. McNeil, 
S. J. Pears, C. U. Peat, m.c., L. W. Robson, Sir Thomas 
Robson, M.B.E, Messrs G. F. Saunders, Gilbert D. 
Shepherd, M.B.E, K. G. Shuttleworth, B. Smallpeice, 
C. M. Strachan, ong, E. D. Taylor, G. L. C. Touche, 
A. D. Walker, M. Wheatley Jones, E. F. G. Whinney, 
R. P. Winter, M.C., T.D., with the Secretary and Assistant 
Secretaries. 


Egypt 

The Council decided that, in viewof the excep- 

tional circumstances, favourable consideration will be 
ie-fiven, without any inquiry into individual circum- 

stances, to an application under bye-law 43 for 

reduction to one guinea of the 1957 subscription of any 

member who has been obliged to leave Egypt as a 

result of the present crisis. 


Exemption from the Preliminary Examination 


Three applications under bye-law 79 for exemption 
from the Preliminary examination were acceded to. 


Reduction in Period of Service under Articles 


Four applications under bye-law 61 for a reduction in’ 


the geriod of service under articles were acceded to. 


Exemption from the Intermediate Examination 

One application under bye-law 85 (b) for exemption 
from the Intermediate examination was acceded to, 
and one application was not acceded to. 


Final Examination 


One application under bye-law 86 from an articled 
clerk for permission to sit an earlier Final examination 
was acceded to. 


Articled Clerks engaged in Other Business 


The Council acceded to two applications under bye- 

à: 57 from articled clerks to engage during their 
zice under articles in other business for the sole 
pose and to the limited extent specified in the 
pplications. 











Articled Clerks in Industrial Organizations 
One application under bye-law 58 (c) from an articled 
clerk to spend a period not exceeding six months in an 





industrial or commercial organization during service 
under articles was acceded to. 


Inland Revenue 
Applicatlon of the Decision in the Case of 
Sharkey v. Wernher 


The Council authorized the publication of the following 
statement: 


'In view of enquiries which have been received from 
members, the Council has deemed it desirable to ascer- 
tain the view of the Inland Revenue regarding the appli- 
cation of the decision of the House of Lords in the case of 
Sharkey v. Wernher CT CL. No. 1748) on November 7th, 
1955. That case related to the transfer to racing stables 
(which did not constitute a trading activity) of horses 
bred at a stud farm the profits of which were chargeable 
under Schedule D, the proprietor of the racing stables 
being the same person as the proprietor of the stud farm. 
'The House of Lords held that the market value of the 
horses, not the cost of breeding them, should be credited 
in the accounts of the stud farm. 


‘Representatives of the Institute have met a repre- 
sentative of the Inland Revenue at Somerset House and 
as a result the following has been supplied as a statement 
giving a brief summary of the view held by the Inland 
Revenue on the effect of the decision in this case: 


‘The decision that the proper figure to be credited 
is market value applies to all cases in which a trader 
(including a farmer) takes goods from trading stock for 
his personal use or enjoyment or for disposal otherwise 
than by sale in the course of trade. The decision does 
not apply to services rendered to the trader personally 
or to his household, nor is it regarded 2s having any 
bearing on expenditure incurred on the construction 
of an asset to be used as a fixed asset of the trade. It is 
considered that the amounts to be taken into account 
for Schedule E purposes under the provisions of 
Section 161 of the Income Tax Act, 195a (which 
relates to expenses incurred by a body corporate for 
the benefit of its directors or employees), are not 
affected by the decision. Inspectors of Taxes have been 
authorized to take a reasonably broad view in consider- 
ing what adjustments are required in practice to give 
effect to the decision, and it is not intended to spend 
undue time over small amounts.” ' 


Certificates of Practice 


The following eight applications for certificates of 

practice from associates who have commenced to 

practise, were acceded to: 

Bateman, Alan George; 1955, A.C.A.; (Flint & Thompson), 
63 Temple Row, Birmingham, 2. 

Daukes, Tony Clendon; 1950, A.C.A.; (T. C. Daukes & 
Co), 4 Copthall Court, London, EC2. 
Dawson, Hector Skene; 1940, A.C.A.; (Bousfield, Waite 

& Co), 55 Tyrrel Street, Bradford, and at Halifax. 
Dayer, John Arnold; 1954, A.C.A.; (Lawrence, Gardner & 
Co), 5 Unity Street, Bristol, 1. 
Hall, Alan; 1953, A.C.A.; (Chipchase, Wood & Jacobs), 
18 Bentinck Street, London, W1. 
Harris, Robert Joseph; 1956, A.C.A.; (E. Churchill Mallett 
& Col, St Mary's Chambers, Lowgate, Hull, and at 
* Market Weighton. i 


* 
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Moulds, David Lewis; 1954, A.C.A.; (Smith & Moulds) and 
(*Ashworth, Moulds & Co), 11 Nicholas Street, Burnley. 

Philpot, Michael Arthur; 1953, A.C.A.; (Ballam, Denton & 
Co), 5 Museum Street, Ipswich. 


Elections to Fellowship 


(a) Twenty-five applications from associates for 
election to fellowship under clause 6 of the supple- 
mental Charter (bye-law 31) were acceded to. 

(b) One application from an associate for election to 
fellowship under clauses 6 and 31 of the supplemental 
Charter (bye-law 41) was acceded to. 

(c) One application from an associate for election to 
fellowship under clause 9 of the supplemental Charter 
(bye-law 47) was acceded to. 

A list, of those who complete their fellowship before 
January 15th, will appear in The Accountant of 
January 19th. 

Registration of Articles 
The Secretary reported that 69 articles of clerkship 
were registered during the month of December 1956 
as compared with 96 in December 1955, making a 
* * placed against the name of a firm indicates that the firm is 


not wholly composed of members of the three Institutes of 
Chartered Accountants in Great Britain and Ireland. 
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total of 1,596 since January 1st, 1956, as compared with 
1,498 in 1955. 

Reversion to Associateship < 
The Secretary reported that Mr Leslie Orrell Hart, 


F.C.A., Coventry, had reverted to associateship under 
clause 7 of the supplemental Charter. 


Resignations 


The Council accepted the resignation from member- 
ship of the Institute of 
Mr Lionel Lumb, A.C.A., New Zealand. 
» Thomas Ogden, A.C.A., Chichester. 
» Harold Spiking, A.C.A., Batley. 
» John Toulmin, F.C.A., Preston. 
» John Grosvenor Wilson-Heathcote, F.c.a., Frankfurt. = g 


Deaths of Members 


The Council received with regret the Secretary's report 


of the deaths of the following members: 


Mr Herbert Arthur Cox, F.c.a., London. 

„ Alfred Edme Devin, F.c.a., Hull. 

» Edward Lockett Houghton, A.C.A., Liverpool. 
» John McCrindle Napier, A.C.A., Croydon. 

» Charles William Rooke, F.c.a., London. 

» Reginald Arthur Vinter, F.C.A., Leeds. 


MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers acqutred by the Institute in recent weeks 
by purchase and gifts are the following: 


Accounting: a Social force in the community; by Mary E. 
Murphy. Melbourne. 1956. (Melbourne Waivers 
Press, 30s.) 

Developing Your Executive Skills; by A. Uris. (McGraw- 


Hill, 345. 

Green's Death Duties; by G. M. Green: 3rd edition; by 
H. W. Hewitt. 1952. (Butterworth, 75s.) Cum. Supple- 
ment December 1956 (12: 6d). 

A Handbook on the Administration of Estates Act (Northern 
Ireland), 1955; by W. A. Leitch. Belfast. 1955. (Incor- 
porated Law Society of Northern Ireland, 45s.) 

Hospital Cost Accounting: Practice Notes on the Report of 
the Ministry of Health Working Party. (Birmingham 
Regional Hospital Board.) 1956. (Presented) 


ELEVENTH SUMMER COURSE. © . 


The Council of the Institute has made arrangements, 
by kind consent of the governing body of Christ 
Church, Oxford, for the eleventh summer course to be 
held in July. The course will assemble during the 
afternoon of Thursday, July rrth, and disperse after 
lunch on Tuesday, July 16th. Accommodation will be 
E for members wishing to remain for 'Tuesday 
night. 
Proceedings 

The objects of the course are to afford members from 
all parts of the country (and from overseas) an oppor- 
tunity of meeting in an informal atmosphere and to 
promote serious thought and discussion on important 
professional matters. Group discussions and free 
exchange of views and experiences will be essential 
features of the course and the programme will also 
provide for recreation and social activities. 


The addresses to be presented are as follows: 


‘Finance for privately owned businesses, including 
reorganizations to facilitate the payment of estate duty’, 
by Mr A. R. English, A.C.A. e : 


Income Tax Handbook, 1956-57; by A. W. Gilmour. 
Toronto, 1956. (De Boo, $9.50.) rbi 

An Introduction to British Economic Statistics; by , E. 
Devons. 1956. (Cambridge University Press, 22s 6d.) 

Local Expenditure and Exchequer Grants. (Institute of 
Municipal Treasurers and Accountants.) 1956. (I.M.T.A., 

resented.) 

of Accounting: principles of oil exploration and produc- 
tion accounting in Canada; by R. E. Waller. Toronto, 
1956. (Canadian Institute of Chartered Accountants, 


455.) 

The Principles of Cost Accounting; by E. M. ‘Taylor, F.c.a. 
12th edition; by R. L. Lambert. 1956. (Textbooks, 
125 6d.) 


— >14 


"The layout and design of accounts’, by Mr E. J. Newman, 
M.A., F.C.A. 
“Training for the profession’, by Mr W. E. Parker, 
C.B.E., F.C.A. 
Mr G. O. May, F.c.a., C.P.A., will attend the course 
and give an informal address on a subject of his own S 
choosing. In 1957 Mr May will complete sixty years 
of membership of the Institute, 


Allocation of Vacancies 

A maximum of 180 members can be admitted to the 
course. The closing date for application is February 
28th, after which the 180 vacancies will be allocated 
in what the Summer Course Committee considers to 
be the fairest manner. 

The fee payable to the Institute is {£11 per memb 
This includes accommodation and meals in colleg 
(An additional fee of 10s is payable by a member wis 
ing.to remain until Wednesday morning.) 

Members of the Institute wishing to attend should 
obtain an application form from the Secretary of the 
Institute. - " 
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THE INSTITUTE OF 


CHARTERED ACCOUNTANTS IN IRELAND 
MEETING OF THE COUNCIL 


A meeting of the Council of The Institute of Chartered 


Accountants in Ireland. was held in Dublin on Thurs- 
day, December 2oth, 1956. 


Attendance 


The President, Mr Frank Cleland, was in the chair, and 
there were also present Messrs G. F. Klingner, Vice- 
‘President; H. E. A. Addy, G. A. P. Bryan, Patrick Butler, 
G. E. Cameron, M. M. Connor, A. E. Dawson, J. F. 
. Dempsey, James Graham, N. V. Hogan, R. E. McClure, 
R. P. F. Olden, H. W. Robinson and D. McC. Watson, 
with Mr W. S. Orr, Secretary, and Mr Hugh Stevenson, 
Joint Honorary Secretary and Treasurer, in attendance. 
Apologies for absence were submitted from Messrs 
John Bacon, H. Trevor Montgomery and James 
Walker. 
Death 
The death on October 29th, 1956, of Mr Leopold 
Patrick Woods, F.c.a., of Dun Laoghaire, was reported 
and noted with regret. 


Associateship in Practice 
The following members were admitted to practice: 
tee Mr Michael Leonard Coppel, A.C.A., Belfast. 
Mr Ronald Lewis Coppel, A.c.4., Belfast. 


Mr Oliver Michael Freaney, A.C.A., Dublin. 
Mr Don O'Donnell, A.C.A., Belfast. 


Exmainations, November 1956 


The reports of the examiners on the examinations held 
in November 1956 were submitted showing that in 
the Final examination 29 per cent of the candidates 
had been successful, compared with 31 per cent at 
the previous examination; and that in the Intermediate 
examination 42 per cent had passed compared with 
26 per cent in May 1956. In the Preliminary examina- 
tion 7 candidates out of 18 were successful. 


Disciplinary Committee: Findings and 
Decisions 


The Council received a report of the findings and 
decisions of the Disciplinary Committee at a meeting , 
held on October 25th, 1956. 


The Committee found proved formal complaints 
preferred by the Investigation Committee against five 
members to the effect that each of these members had 
failed to pay his subscription to the Institute for the 
year 1956 within the period prescribed by the bye- 

Ws. 

The Committee ordered that John Patrick Alcock, 
A.C.A., Of Dublin, and Liam Joseph Thunder, A.C.A., of 


Waterford, be suspended from membership of the 
‘Institute, and that the other three members be 


reprimanded. 


RESULTS OF EXAMINATIONS HELD IN NOVEMBER 1956 


FINAL EXAMINATION 


First Place and the ‘Arthur H. Muir Memorial Prize 
Judge, Norman Ernest, B.CoMM. (Dublin). 


Second Place 
Lowe, John, M.A., B.cOMM. (Dublin). 


Third Place 
Adams, Charles Henry, B.A. (Belfast) 

Full List of Names of Successful Candidates 

ux (in alphabetical order) 
*Adams, Charles Henry (Belfast); Billington, Raynor 
William (Belfast); Caters, Norman Hilary (Belfast); Corbett, 
Roy Clifford (Dublin); Cosgrove, George Walter (Belfast); 
Devlin, William (Carrickfergus, Co. Antrim); Downes, 
James Cyril (Limerick); Fitzpatrick, Gerard Daniel 
(Dublin); Foley, William Patrick (Dublin); Gibney, Charles 
Frederick Smyth (Belfast); Hamilton, Alexander Thomas 
(Belfast); Johnston, Charles Edward (Belfast); *Judge, 
Norman Ernest (Dublin); Kelly, William James (Glen- 
SE Co. Dublin; Law, Javid Thynne Sneddon 

— 4 (Dub Jk *I owe, John (Dublin); McCulloch, Angus Hugh 


O'Ferrall, Denis Charles (Moyvalley, Co. Kildare); Munro; 
Peter Francis (Dublin; Murphy, Augustine Gerard 
(Dublin) O'Connell Anthony Noel (Caherconlish, Co. 
Limerick); Woods, Francis John (Dublin). 


| 23 candidates passed. 
Mad, of whom 2 were deferred for re-examina- 
ject under bye-law 106. 


plate list above. 










INTERMEDIATE EXAMINATION 


First Place and the ‘John Mackie Memorial Prize 
Buckley, James Patrick (Dublin) 


Second Place 
Behan, John (Dublin) 


Third Place 
Neligan, Maurice Anthony (Dublin) 


Full List of Names of Successful Candidates 
(in alphabetical order) 

Alexander, Sydney Bertram (Belfast); “Behan, John 
(Dublin); Blean, Frederick Francis (Portballintrae, Co. 
Antrim); “Buckley, James Patrick (Dublin); Buttimer, 
Raymond Leslie (Dublin); Cairnduff, lan Bruce (Dublin): 
Crowe, Philip Harold (Dublin); Devereux, Luke Peter 
(Dublin); Dolan, Brendan Kieran (Dublin); Drennan, 
Cecil (Belfast); F itzgerald, Dermot (Limerick); Hope-Ross, 
Malcolm Cecil (Dublin); Hussey, Frederick David (Dublin); 
McElhatton, Aubrey (Dublin); McKee, John“ Mallon 
(Belfast; McKenna, Hugh Joseph (Dundalk, Co. SE 
MacLochlainn, Sean Donald (Lifford, Co. Donegal); 
Magill, John Francis Patrick (Belfast); Marsh, Louis Noel 
(Dublin); Mencarelli, Allan (Bangor, Co. Down); *Neligan, 
Maurice Anthony (Dublin); O’Connor, Desmond Francis 
David (Dublin); O'Neill, Jack Gerard (Dublin); Power, 
Declan Cecil (Blackrock, Co. Dublin); Rafferty, Martin 
Dublin Raftery, Vincent (Sligo); Ryan, Dermod Joseph 
(Dublin); Tierney, Michael Charles (Dublin). 

28 candidates passed. 39 candidates failed. 


: e * Bee also place list above. 
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PRELIMINARY EXAMINATION 


Full List of Names of Successful Candidates 
(tn alphabetical order) ` 

Ball, Robert Gerard Maurice (Dublin); Cooley, Samuel 
Allan George (Belfast); Kennedy, Roy Frederick (Bally- 
mena, Co. Antrim); McCoy, james David (Belfast) 
Rafferty, Hugh Hilary (Belfast); Rubbathan, Alan Walter 
(Dublin) Wilson, Robert Henry (Belfast). 

7 candidates passed. TI candidates failed. 
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SUMMARY OF RESULTS 


Inter- Pre- 
Final mediate. liminary Total ~*~ 
Candidates successful.. 23 28 7 58 
Candidates failed 55 39 II 105 
Candidates sat 78 67 18 163 


Notes and Notices 


S PERSONAL 
Messrs ARTHUR  GopDaARD & Co, Chartered 


e * Accountants, of 46-47 London Wall, London, EC2, 


* 


announce that as from December 2oth, 1956, Mr 
GEORGE Murray Everitt, A.C.A., who has been with 
the firm.since 1933, has been taken into partnership. 
'The style of the firm will remain unchanged. 

Messrs OSBORNE, Wann & Co, Chartered Account- 
ants, of Avon House, 356-366 Oxford Street, London, 
Wi, announce that as from January rst, 1957, Mr 
REGINALD J. OSBORNE, F.C.A., has been admitted into 
partnership. The name of the firm remains unchanged. 

Messrs TurRQUAND, YouNGS & Co, of-19 Coleman 
Street, London, ECz, announce the admission to 
partnership in London, as from January 1st, 1957, of 
Mr J. P. C. RICHARDSON, F.C.A., who has been with the 
firm for many years and has been a partner in the 
Iberian firm since 1950. 


Messrs GouLD & Co (in association with H. P. 


GouLD & Son, Chartered Accountants), of 8 Upper 
King Street, Norwich, announce that as from Novem- 
ber 6th, 1956, they have admitted into partnership 
Mr M. F. Cross, 4.8.4.4. Mr D. A. PEARCE GOULD, 
M.A., F.C.A., has retired from the partnership as from 
the same date but remains in partnership with the 
firm of H. P. Goutp & Son. 

Messrs FRANK Impey & Co, of Lombard House, 
144 Great Charles Street, Birmingham, 3, announce 
that as from January rst, 1957, they have admitted as 
a partner, Mr J. K. R. Jones, A.C.A., who has been on 
the staff of the firm as office manager for the past four 
years. The name of the firm will remain un ged. 

Messrs J. Dix Lewis, Cassar, Duncan & Co, 
Chartered Accountants, of 112-114 Cannon Street, 
London, EC4, announce that as from January rst, 
1957, Mr KENNETH PHILIP BLANDFORD HOVEY, A.C.A., 
and Mr Rosin Gray, A.C.A., have been taken into 
partnership. They both served their articles with the 
firm and have since continued as members of the staff. 

Messrs Hart BROTHERS, DRAKE & Co, Chartered 
Accountants, of 5 Guildhall Chambers, Basinghall 
Street, London, EC2, and at New York, previously 
carried on by Mr B. W. Brixey, F.C.A., announce that 
as from January et, 1957, the practice has been com- 
bined with that carried on by Mr L. J. REDDALL, F.C.A. 
Mr W. W. S. Groves, A.C.A., has been admitted to 
partnership and the combined practice will be carried 
on under the firm name of Hart BROTHERS, REDDALL 
& Co from 1 and 5 Guildhall Chambers, London, EC2, 
and 225 Broadway, New York, 7, U. S.A. 

ROBINSON, COULSON & Co, Chartered 
Accountants, of Scarborough, Filey and Whitby, 
announce that Mr KENNETA DALTON, A.G.A., has been: 


admitted into partnership in the branch practice ~., 


carried on from Hepworth's Chambers, Baxtergate, 
Whitby, as from January rst, 1957. The style of the 
firm will remain unc ed. 

Messrs ALEXANDER SLOAN & Co, Chartered 
Accountants, of 142 St Vincent Street, Glasgow, Ca, 
announce that Mr WILLIAM INGLEBY, C.A., who has 
been a member of their staff for a number of years, 
having served his apprenticeship with them, has been 
assumed as a partner as from January rst, 1957. 

Messrs P. D. Leake & Co, Chartered Accountants, 
of 84 Queen Victoria Street, London, EC4, announce 
with regret that in order to curtail his professional 
commitments, Mr H. A. DEEKER, F.C.A., senior partner 
in the firm, retired from the partnership on December 
31st, 1956. The name of the firm will remain un- 


changed. Mr DerkeR will be available to the firm after, 4—- 


his retirement in a consultative capacity in connection 
with the affairs of its clients, and in order to retain 
certain personal appointments he will practice in his 
own name at 84 Queen Victoria Street, EC4, as from 
January rst, 1957. 

Messrs JAMES & Cowrver, Chartered Accountants, 
of White Hart House, Market Place, Newbury, 
announce that as from January rst, 1957, Mr E. M. 
FRASER, A.C.A., who has been a member of their staff 
for several years, has been taken into partnership. 'T'he 
name of the firm will remain unchanged. 

Messrs SomMERSET Cowppn & Co, Chartered 
Accountants, of 199 Piccadilly, London, W1, announce 
that as from January ist, 1957, Mr E. M. Fr&szr, 
A.C.A., who has been associated with the firm for. 
several years, has been taken into partnership. The 
name of the firm will remain unchanged. 

Messrs Drury, THurcoop & Co, Chartered 
Accountants, of 69 Old Broad Street, London, EC2a, 
announce that Mr R. V. FAWKNER-CORBETT, T.D., 
A.c.A., has retired from the partnership as from 
December 31st, 1956, upon taking up a commercial 
appointment with Trade Indemnity Co Ltd. The 
practice will be continued by the remaining partners 
and the style of the firm will remain unchanged. 

Messrs CuLLEY & Co, of 5 Bank Plain, Norwich, 
announce that as from January at, 1957, they have 
taken into partnership, Mr RICHARD 


LL, A.C 2 
The name of the firm will remain unchanged. 


Messrs Lucian J. Brown & Nor, Incorporated 
Accountants, of Friars Chambers, Dock Street, New- 
port, Mon., announce that as from January 1st, 1957, 
Mr JoHN NOTLEY, who has been associated with the 
firm for a number of years and is the S.S 
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EYTON & Eyton, of County Chambers, 
ech Westgate Read, Newcastle upon Tyne, 1, announce 
2e... that Mr ANTHONY M. BOYD, B.COM., A.C.A., the son of 

the senior partner, Mr ARTHUR Born, F.8.A.A., has 
joined the firm as a partner. The style of the firm will 
remain unchanged. 

Messrs LEGGE, Terry & SWINDELLS, Incorporated 
Accountants, of Hurdis House, Broad Street, Seaford, 
and ‘New Olives’, Uckfield, ‘Sussex, announce that 
Mr A. R. TERRY, A.3.A.A., has resigned from the 
partnership as from December 31st, 1956. The name 
of me firm will remain unchanged. 


PROFESSIONAL NOTES 
em. Mr C. J. B. Sawbridge, a.c.a., has been appointed 


chief accountant of the South Eastern Gas Board as ` 


from January ist, 1957. 

Mr J. G. Bizley, A.C.A., has been appointed group 
chief accountant of Electric & Musical Industries Ltd. 

Mr N. E. Tomlinson, A.C.A., A.C.W.A., has been 
appointed assistant comptroller of Electric & Musical 
Industries Ltd. l 

Mr A. G. Evershed, A.C.A., commercial officer of 
London Transport Executive, has been appointed a 
chief officer of the Executive. The Executive has 

4 decided to revert to the former designation of com- 

mercial manager for this appointment and, as from 
January rst, 1957, Mr Evershed’s title will be 
commercial manager. . l 


-CHARTERED INSTITUTE OF SECRETARIES 
i NEW SECRETARY APPOINTED 


The Chartered Institute of Secretaries has announced 

the appointment of Mr John F. Phillips, LL.M., 

assistant general secretary of the National Farmers’ 
Union, as secretary of the Institute. He succeeds the 
late Dr A. M. Allen, M.A., B.COM., PH.D., F.C.1.8., who 
died last September, and will take up his duties on 
March ist, 1957. 

Mr Phillips, who is 45, has been assistant general 
secretary of the National Farmers’ Union since 1947. 
He has represented Great Britain at the International 
Lebeur Conference in Geneva since 1950 and is the 
' author of several legal text-books. 


THE HULL, EAST YORKSHIRE AND 
LINCOLNSHIRE SOCIETY OF CHARTERED 
ACCOUNTANTS 


Members of The Hull, East Yorkshire and Lincoln- 
shire Society of Chartered Accountants are asked to 
note that the meeting to be held ‘next Wednesday, 
January 16th, to discuss the proposed integration 
scheme, will take place at 2 p.m. and not 6.30 p.m. 
as originally announced. 
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OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


ACCOUNTANT TO ADVISE ON 
TRANSPORT IN CEYLON 


Mr L. C. Hawkins, F.3.A.A., a member of the London 
‘Transport Executive, is to advise the Ceylon authorities 
on.the constitution of the new public authority for 
the omnibus services which the Ceylon Government 
has decided -to establish. Mr Hawkins, who will be 
assisted by two London Transport officers, will also 
give advice on the managerial organization of the new 
authority. 

While in the East, Mr Hawkins will visit Singapore 
where he will advise on the implementation of the 
Government’s decision to proceed with the unification 
of the Singapore passenger transport system. 


FIRM’S GOLDEN JUBILEE 


The firm of Ernest Francis & Son, Chartered Account-* 
ants, of Reading, completed its sixtieth year of exist- 
ence as a firm of chartered accountants in 1956. The 
founder of the firm, Mr Ernest Francis, qualified in 
1896, but prior to 'that had been in practice with 
partners as a firm of accountants and valuers. 


THE INSTITUTE OF MUNICIPAL 
TREASURERS AND ACCOUNTANTS 
'Three interesting statistical returns giving details of 
outstanding debt of local authorities in England and 
Wales in 1955-56 and information on police and fire 
services over the same period have been issued 
recently by The Institute of Municipal ‘Treasurers 

and Accountants. 

The first of the returns shows that the outsundiag 
debt of town and county councils in England "ànd 
Wales at March 31st, 1956, was £386 million more 
than in the previous year. The total outstanding net 
debt for all authorities — including non-county boroughs 
and urban and rural district councils — amounted to - 
£3,356 million at March 31st last, the major part being 
for housing which totalled £2,305 million; the second 
largest item was £380 million for education. More 
than half the debt was financed through the Public 
Works Loans Board, to which the councils owed 
£1,990°5 million. Maturity mortgages outstanding 
totalled £501:3 million. 


The return of police force statistics gives informa- ` 


tion about all police forces in England and Wales 
with the exception of the Metropolitan Police and the 
City of London Police. It gives detaila of the establish- 
ment and strength of forces and shows that the actual 
strength at March 31st, 1956, was 49,816 compared 
with 49,211 in the previous year. The net expenditure 
chargeable on rates and government grants in 195 5-56 
was £52°5 million compared with just under £48 
million in the previous year. The expenditure charge- 
able to rates as a rate in the £ was 2s 12d, against 
2s the year before. The thig return, dealing with fire 
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services during 1955—56, contains information about 
all fire brigades in England and Wales and gives a 
detailed analysis of expenditure. During the year net 


, expenditure chargeable to rates and government grants 


amounted to slightly over £19 million compared with 
£171 million in the previous year. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The Society’s spring courses of lectures will open with 

the following meetings during next week: 

Monday, 5. 30 p.m., at the Institute: Lecture on ‘Examina- 
tions and “All That"! , by Mr Donald V. House, F.C.A., 
a Past President of the Institute and a Past Chairman of 
the Examinations Committee. Chairman: Sir Harold 
Gillett, M.C., E.C.A., President of the Students’ Society. 

Tuesday: Chess match v. Midland Bank. 

Wednesday, 5.30 p.m., at the Institute: Post-Intermediate 
lecture on ‘Changing price levels. and accounting — the 
balance sheet’, by Prof. W. 'T. Baxter, B.COM., C.A., 
Professor of Accounting, University of London. 

5.30 p.m., at the Library: Be ers' practice debate on 
the motion "This House would rather have loved and lost 
than never loved at all'. 

Thursday, 5.15 p.m., at the Institute: Introductory course 
lecture on "The chartered Ge 8 profession’, by 
Mr R. J. Carter, B.COM., F.C 

Se Visit to the head ofice of the National Provincial 

ank (limited number). 

SE 5 -p.m., at the Institute: Introductory course lec- 
tures on (1) “The fundamentals of business’, by Mr R. J. 
Carter, B.COM., F.c.A.; (2) "The English judicial system’, 
by Mr D W. Medd, Barrister-at-Law.  . 

Squash match v. Civil Service. 

Saturday: Badminton match v. National Provincial Bank. 
Students are reminded that the library and study 

room at r11 Moorgate are open on Mondays to Fridays 

from 9.30 a.m. to 5.30 p.m. The study room is available 
in the evening by prior arrangement. 


CENTENARY OF THE 
SOLICITORS' JOURNAL 


We offer warm congratulations: to our contemporary, 
the Solicitors’ Journal, which, with its issue for 
last Saturday, January sth, celebrated its centenary. 
The Solettors’ Journal is the only weekly paper 
solely published for the solicitors’ branch of the 
legal profession, and its first issue appeared on 
January 3rd, 1857. 

The story of the journal's hundred years is a feature 
of last week's commemorative issue. Other notable 
contributions include a survey of the future of private 
practice, by Sir Edwin Herbert, K.B.E., President of 
The Law Society, and assessments of the achieve- 
ments and prospects of solicitors in other fields of 
activity such as Government service, local government 
and industry by men who have themselves been out- 
standingly successful in these spheres. 

A reception to mark the occasion was held at The 
Law Society's Hall on Thursday. 
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THE BRITISH INSTITUTE OF 
MANAGEMENT 
A plan for the complete integration of the British 


Institute of Management and the Institute of Industrial : 


Administration is outlined in a letter circulated this 
month to members of the two bodies. The letter, 
which is signed by the chairmen of the councils of 


both Institutes, states that proposals put forward by . 


a joint Formation Committee have already been 
approved at meetings of the two councils held in 
December. Extraordinary general meetings of both 
bodies will shortly be called with the object of bringing 
complete integration formally into effect on April rst. 

The British Institute of Management was founded 
in 1947 as the central national body for the study and 


promotion of scientific management. The Institute ` 


of Industrial Administration was founded in 1920 
*for the purpose of providing a medium for the inter- 
change and development of ideas and practice pertain- 
ing to the better operation of industrial enterprises in 
the interests of both employer and employed’. 

'The two Institutes have been working in close 
association and since 1951 the Institute of Industrial 
Administration has acted as the "professional wing' of 
the British Institute of Management ~ the name under 
which it is proposed that the new body shall be known. 


SEVENTY-FIVE YEARS AGO 
From Qe Accountant or January 14TH, 1882 
A letter to the Editor 
A NovgLTY IN TOUTING 

Srg,—I write to draw your attention to a circular 
issued by a man who it is needless to say is not à 
chartered accountant, which is somewhat of a novelty. 
The writer evidently wishes to-impress merchants and 
traders with the idea that it requires genius to balance 
books, and that the touter in question is of course the 
man. He starts in the mysterious, by calling attention 
"to a desideratum in accountantship which" he pro- 
poses “to supply." He next becomes confidential, and 
states that on that very day he balanced the books of 
So-and-so for 1881, and by a strange coincidence, on 
New Year's Day, 1881, he "proved and balanced the 
books of the same company for 1880.” These two 
complete transactions in as many years ought—to put 
it in vulgar parlance—‘‘to fetch 'em." He goe on 


with amazing intrepidity to say that he can with ` 


“confidence undertake to balance with equal despatch 
the books of the largest firm, however many may be 
its branches of business or difficult the accounts;" and 
finally winds up with a clencher printed in capitals, 
viz. that “the Society. of awarded" him “‘its 
first prize for French." The circular is accompanied 
by a printed list of testimonials in which such phrases 
as "you have always been courteous, obliging and 
unsparing in your labour," &c., greatly preponderate. 
I send this unblushing production for your perusal. 
Yours, &c., 
SUBSCRIBER. 





London, January 12th, 1882. 
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THE NEW CHANCELLOR 


of the Exchequer after an arduous five years as President 

of the Board of Trade, where he particularly distinguish- 
ed himself in piloting through the House of Commons the con- 
troversial and complicated Restrictive Trade Practices Bill, a Bill 
well known to have been close to his heart. His only previous office 
was as Parliamentary Private Secretary to the Minister of Trans- 
port in the ‘caretaker’ Government of 1945, but in the years which» 
followed he played, as a back-bencher, a leading part in the forma- 
tion of his party's policy. Educated at Eton and the Royal Military. 
Academy, and a barrister by profession, Mr THORNEYCROFT has 


| M: PETER THORNEYCROFT has become Chancellor 


a reputation for vigorous and able thinking and is well equipped” 


to master the intricacies of tax legislation. 
Ihe new Prime.Minister, MR MACMILLAN, the Home Secretary, 


. Mr Dr, and Mr THORNEYCROFT, have been referred to as the 


new triumvirate in the Government. Within the last thirteen 
months each one of these three has been Chancellor of the 
Exchequer. There could be no stronger indication of the import- 
ance of this office: on the other hand it is a matter for regret that 
changes of Chancellor have been so frequent. 

During the comparatively long period while MR BUTLER was 
Chancellor, much-needed reforms in the sphére of direct taxation 
were pigeon-holed pending the report of the Royal Commission. 
The final report of this body at last appeared in June 1955, too 
late for the Budget of that year. There followed in the autumn of 


` 1955 Mr BUTLER's most unfortunate second Budget, with its 
 bewildering purchase tax increases, and a most unwelcome 


increase in profits tax. When Mn BUTLER ceased to be Chancellor 


shortly afterwards, he was succeeded in December 1955 by 


MR MACMILLAN who is now Prime Minister. 

Më MACMILLAN'S first act in the sphere of tax legislation was a 
'temporary' withdrawal of the investment allowance over most of 
the field covered by that allowance. It would be very gratifying 
if MR THORNEYCROFT'S first act as Chancellor were to restore it. 

Again, in his first Budget, MR MACMILLAN showed vigorous 
new-broom characteristics. It is to be hoped that Mr THORNEY- 
CROFT will be no less vigorous in dealing with the remainder of 
the recommendations made by the Royal Commission, supple- 
mented by the criticisms thereof made by experts in the subject. 
A great deal remains to be done in income tax, surtax, profits tax 
and estate duty. The business and professional community has 
waited for years for many necessary reforms and it would be a 
great pity if the recent changes were to hold them up still 
furtber. 
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ACCOUNTANTS’ INDEMNITY POLICIES 


HE professional accountant practising in 
involved and difficult matters, sometimes 


with a staff which 1s inadequate in quantity 
or in quality, inevitably runs the risk of facing 
claims for heavy damages caused by some omis- 
sion or error on his own part or on the part of his 
employees. In his contractual relations with 
clients the law quite properly imposes upon him 
a high duty of care and skill and if a client suffers 
loss as a result ef a failure in that duty, he may 
recover it from the accountant although it may 
seem entirely out of proportion to the fees which 
the accountant has charged. 

The cautious accountant will take out an 
insurance policy which indemnifies him from 
Joes arising from such claims. Having decided on 
this step, which, of course, involves the payment 
of a premium, the wise accountant will examine 
most closely the wording of the policy to satisfy 
himself that it does indeed cover all the risks 
against which he wishes to insure. The event of 
a claim having to be made may well be unlikely, 
but since the policy is taken out on the basis that 
the misfortune may occur, and since the amount 
involved may be of disastrous proportions, it is 


just as important to scrutinize carefully the terms - 


of the draft policy as it is to pay the premium. 

One pitfall to be avoided is the confusion 
between an indemnity policy and a fidelity policy. 
The indemnity policy indemnifies the firm of 
accountants (to use a common form) 


'against any claim or claims for breach of profes- 
sional duty as accountants which may be made 
against the firm . . . by reason of any negligent 
act, error or omission . . . on the part of the firm 

<... Or any person now or heretofore employed 
by the firm. . . in the conduct of any business 
conducted by or on behalf of the firm... in 
their professional capacity as accountants'. 


It is well established that where a dishonest ` 


employee of the insured embezzles a client's 
money and the insured has to make it good, he 
cannot obtain an indemnity under such a policy. 
It could well be that the insured was negligent 
in employing a clerk with a bad record, or without 
taking up his references or without adequate 
supervision. However, the rule in insurance is 
to have regard to proximate, not remote, causes 
of loss, and the proximate cause in such a case is 


dishonesty, which the policy does not cover, no . 


matter how innocent the insured himself may be. 
The defrauded client needs only to bring an 
action against the accountant for money had and 
received, not for negligence as such. It is no 
answer for the accountant to say that a clerk has 
embezzled it, he must still account for it, and 
that is not a liability in negligence. Such a case 
is, of course, entirely distinguishable from a case 
where the client's own employee has embezzled 
the client's money and the accountant has negli- 
gently failed in the course of his audit to bring 
the irregularities to light until it was too late to 
recover the money. In such a case the claim 
against the accountant would be for negligence. 
The accountant who wishes to insure against 
the dishonesty of his own employees will see that 
this is expressly covered by the policy, making 
it both an indemnity and a fidelity policy; and, 
of course, he will be called upon to pay.a higher 
premium. It need scarcely be said that he is not 
allowed to insure against his own dishonesty. 


Ne 


The adverse publicity of legal proceedings~-* ` 


against an accountant for negligence, whether 
the proceedings are well founded or not, may be 
far more damaging than the cost of defending 
such proceedings. Accordingly an accountant’s 
indemnity policy commonly includes a provision 
limiting the right of the insurers to insist on the 
accountant resisting a claim. This provision 
usually takes the form of a ‘Queen’s Counsel 
clause’, of which a common example appears at 
the end of the following common form clause: 


"The firm shall not admit liability for or settle 
any such claim or incur any costs or expenses in 
connection therewith without the written consent 
of the insurer, who shall be entitled to take over 
and conduct in the name of the firm the defence 
or settlement of any claim. Nevertheless, the firm 
shall not be required to contest any legal proceed- 
ings unless a Queen’s Counsel (to be mutually 
agreed upon by the firm and the insurer) shall 
advise that such proceedings should be contested.’ 


Even this kind of proviso, simple as n “may 
seem, has given rise to acute difference with the 
insurers in the recent case of West Wake Price G 
Co v. Ching ([1957] 1 W.L.R. 45). A clerk named 
Bell employed by the plaintiff firm of accountants 
received from two of its clients certain sums of 
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money, £20,000 of which ultimately could not 
be accounted for. 

The clients issued writs against the accountants 
claiming (1) damages for negligence and/or breach 
of duty as accountants in failing to keep proper 
books and ledgers, conduct annual audits and 
supervise their servant Bell; (2) money had and 
received; and alternatively (3) moneys converted 
by the accountants, through Bell, to their own 
use. There was no direct allegation of fraud or 
dishonesty on the part of anyone, but it seems to 
have been taken for granted that if the allegations 
were proved, Bell was dishonest. The accountants 
requested the defendant, as underwriter of their 
indemnity policy, for an indemnity, but this was 
refused on the grounds that the claims made 
against them did not fall within the scope of the 
policy. The accountants thereupon brought pro- 
ceedings against the underwniter for a declaration 
that the defendant was bound to pay the claims 
made against them in accordance with the Queen’s 
Counsel clause in their policy. These proceedings, 
taken before the accountants had filed a defence 
to the action against them, were unsuccessful. In 


~~. the policy, which was a Lloyd’s Accountants’ 


Indemnity Policy, the underwfiters agreed to 
. indemnify the accountants up to a sum not 
exceeding £25,000 against 
“Loss for any claim or claims which may be made 
against them . . . in respect of any act of M an. 
default or error on the part of the assured .-. . or 
their partners or their servants, in the condui of 
their business as accountants. 


The underwriter further oed to pay 


‘any such claim or claims which may arise without 
requiring the assured to dispute any claim unless 
a King's Counsel (to be mutually agreed upon by 
the underwriter and assured) advise that the same 
could be successfully contested by the assured, 
and the assured consents to such claim being con- 
tested, but such consent not to be unreasonably 
witbheld’. 

It will be observed that the Queen’s Counsel 
clause related only to ‘such claims’, i.e. broadly 
speaking, to claims in negligence covered by the 
main indemnity clause. 

In the action against the underwriter, counsel 
for the accountants conceded that ‘claims in 
respect of any act, default or error’ did not extend 
to acts of dishonesty by the accountants or their 
employees, nor to the claim for money had: and 
received. But he did argue that there was'one 
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claim in negligence within the policy and which 
therefore brought the Queen's Counsel clause 
into operation. In deciding whether that claim 
could be resisted (so the argument ran) he would 
have to ignore the prospects of success of the 
other claims in the writ. It might follow, there- 
fore, that the underwriters could be bound to pay 
on claims which rested mainly on fraud. 

This possible anomaly drove DEVLIN, J., to a 
reconsideration of the meaning of the word 
‘claim’ as used in the policy. He held that as far 
as the policy was concerned there was in effect 
only one claim (not three) in the writ, námely, a 
claim for the £20,000 which had disappeared. 
Whether or not it was a claim in negligence, it ' 
was certainly also a claim in fraud. But to come 
within the policy the claim had to be for negli- 
gence alone. Accordingly the claim made against, 
the accountants was outside the policy and they 
could not recover from the underwriter. 

The learned judge added that this decision 
could deprive an insured person of the.benefit of 


the Queen's Counsel clause in cases where, if the 


true facts were known, he would be entitled to it. 
It is, of course, common for claims in a writ to 
be stated in the alternative. On the other hand, 
if the decision were otherwise, the underwriter 
might have to pay on a claim which was outside 
the limits of the policy. 

It will perhaps be of some comfort to account- 
ants that one argument put forward by the under- 
writer was categorically rejected. It ran somewhat 
as follows. The assured must show that the claim, 
if pursued to a successful conclusion, would 
cause a loss to him within the.policy. To do this 
he would call evidence of his own negligence. 
The underwriter could then contend that the 
admitted negligence could not be the true cause 
of the loss. If the assured survived this ordeal, 
the matter would then be remitted to Queen's 
counsel to decide whether the issue of negligence 
ought to be fought at all. If he decided in favour 
of fighting, the assured would then have to con- 
tend that he was not negligent. Assuming he lost 
the case against the client, then he would have 
to sue the underwriter on the main indemnity 
clause and for that purpose must show that it 
was negligence which had caused the Court to 
decide against him in the client's action. DEVLIN, 
J., observed that this interpretation of the 
Queen's Counsel clause made nonsense of it. 
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UN CLAIMED DIVIDENDS - 


by SPENCER G. MAURICE ý mE 


HE articles of association of a company 

commonly provide for the directors, with 

the sanction of a general meeting, declaring 
dividends: alternatively, they may empower the 
company in general meeting to declare dividends, 
as in the case of Table A to the Companies Act, 
1949, article 114. Until a dividend has been 
declared, a shareholder has no right to sue for 
it. Farwell, J., accepted this as being the law in 
Bond v. Barrow Haematite Steel Co ([r9o2] 
. * I Ch. 353), and more recently this principle has 
been affirmed by Bennett, J., in Re W. Foster & 
Son Lid ([(1942] 1 All E. R. 314), and by Cohen, 
L.J., in the Court of Appeal in Hood-Barrs v. 
CLR, - (lz946] 2 All E.R. 768). 


Dividend is a Debt 


Once a dividend has been declared, and has 
become payable, it is in the nature of-a debt 
owed by the company to the shareholders con- 
cerned, and each shareholder is entitled to sue 
the company for the proportion of the total 
dividend to which his shareholding entitles him. 
This was decided in Re Severn and Wye and 
Severn Bridge Railway ([1896] 1 Ch. 559), by 
Romer, J., who, however, rejected a contention 
that the company was in a fiduciary position in 
regard to dividends due. In Re Severn and Wye 
and Severn Bridge Railway, a summons was 
taken out by the liquidators for the determina- 
tion of the question who was entitled to certain 
dividends which two shareholders, since de- 
ceased, had failed to claim, and which were 
standing to those shareholders’ credit in the 
company’s books. 

Since it was more than twenty years since the 
dividends had been declared, it was quite clear 
that a claim by the personal representatives of 
the deceased shareholders was barred if the 
Statutes of Limitation applied, but it was con- 
tended on their behalf that an analogy with 
partnership existed and that the Statutes did not 
apply; also that if dividend warrants had been 
issued, no cause of action would arise until 
they had been presented for payment and dis- 
honoured. 


In rejecting these arguments, the learned’ 


judge followed a dictum of Christian, L.J., in 
the Irish case of Smith v. Cork and Bandon 
Railway Co ((1870) 5 I.R.Eq. 65). Furthermore, 


he accepted as law the fact that mere efitrye in 


the books of the company of the outstanding 
dividends did not' take the case out of the 
Statutes, at any rate when no special part of 
the assets was set aside as representing the 
dividend and no notice of the entry was given ` 
to the shareholder, and. in so doing followed 
Bush v. Martin ((1863) 2 H. & C. 311). 


i 


. Is it a Specialty Debt ? o 
Romer, J., did not, in Re Severn and Wye and 
Severn Bridge Railway, have to decide whether 
the right to a dividend was a specialty, or merely 
a simple, debt, because in any event, if the 
Statutes of Limitation applied, the right was 
clearly statute-barred, but he seems to have 
assumed that it was a specialty debt. 

In Re Artisans’ Land and Mortgage Corpora- 
tion ([1904] x Ch. 796), on the other hand, 
Byrne, J., had to decide the point; he held that 
because the share certificates, which were the 
shareholders’ certificates of title (see. Section 81 
of the Act of 1948) were under seal, the com- s- 
bined effect of these and the articles of associa- 
tion was to constitute the right to dividends a 
specialty debt. 

The learned editor of Palmer's Company Law 
(19th edition, page 205) doubts the soundness of 
this proposition, but it is to be observed that 
Byrne, J., followed Re Drogheda Steam Packet 
Co Ltd ([1903].1 I.R. 512), and that not only in 
Re Severn and Wye and Severn Bridge Railway, 
but also in Smith v. Cork and Bandon Railway i 
Co, a twenty years’ limitation period was assured. 
The learned editors of Buckley on the Companies 
Acts (12th edition) do not comment on the point; 
in Halsbury's Laws of England (3rd edition, Vol. 6, 
p. 428) it is cautiously stated that the fact that share 
certificates are sealed and refer to the memoran- 
dum and articles, may give a shareholder the rights 
of a specialty creditor in respect of dividends, 
Re Artisans’ Land and Mortgage Corporation and 
Re Drogheda Steam Packet Co Ltd being cited 
as authorities. e 

It is respectfully submitted that the decision  ; 
in Re Artisans’ Land and Mortgage Corporation — ^ 
proceeds upon sound reasoning and may be 
taken as good law. By virtue of the Limitation 
Act, 1939, Section 2 (3), the limitation period 
in the case of a specialty debt is now twelve 
years, as against six in the « case of à simple debt 
(Section 2 ( 1)). 
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Forfeiture of Unclaimed Dividends 


Quite apart from the question of limitation under 
the Limitation Act, 1939, it is open to a company 
to make provision by its articles for the for- 
feiture of dividends which are not claimed within 
a specified and shorter time. An article to this 
effect was included in Table A to the Act of 
1862 (article 76), but it appears that the London 
Stock Exchange Committee objects to a provision 
for forfeiture, and no such provision appears in 
Table A to the Act of 1948. 

The Courts will not readily approve a for- 


d feiture. This appears from Ward v. Dublin North 


- City Milling Co Ltd ([1919] 1 I.R. 5). In that case 


the articles provided that notice of each dividend 
that should be declared should be given to each 
member in manner thereinafter provided, and 
that all dividends unclaimed for three years after 
having been declared might, by a resolution of 
the directors, be forfeited for the benefit of the 
company. It was then provided (inter alia) that 
notices with respect to joint holdings should be 
given to the joint shareholder whose name 
appeared first on the register of members, person- 
ally, or addressed to him at his last known place 
of abode. K. and M. were registered, in that 


73»— -order, as joint shareholders in 1892. K., to the 


/ 
D 


knowledge of the company's officials, died in 
1899, but the company continued to send notices 
addressed to bim. M. died in Australia in 1908, 
and it was his executrix who eventually claimed 
against the company in respect of the unpaid 
dividends. (It may be observed that a twenty 
years' limitation period was evidently assumed.) 

The company, opposing the claim, relied on 
resolutions forfeiting the unclaimed dividends. 
O'Connor, M.R., gave judgment for the execu- 
trix, holding that a resolution forfeiting an 
that the provisions of the articles regarding the 
service of notices on the shareholders must not 
be used dishonestly or unfairly, and that if the 
officers of the company have actual knowledge 
that one of two joint shareholders is dead, the 
company cannot rely upon a formal notice 
addressed to the deceased shareholder for the 
purpose of basing upon it a resolution forfeiting 
an unclaimed dividend. The learned editor of 


mm Palmer (19th edition, page 205) suggests that the 


Court will probably give relief from forfeiture 
in most cases. 


Position in Winding op 
In a winding-up, the matter of unclaimed divi- 
dends is expressly dealt with by Section 343 of 
the Act of 1948, which directs the payment of 


e 9 
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unclaimed assets in England into the Companies 
Liquidation Account at the Bank of England. 
Section 342 (1) provides that where the winding- 
up of a company is not concluded within one 
year after its commencement, the liquidator shall, 
at prescribed intervals until the winding-up is 
concluded, send to the Registrar of Companies a 
statement in the prescribed form and containing 
the prescribed particulars with respect to the 
proceedings in and position of the liquidation. 
Subsection (1) of Section 343 provides that if it 
appears from any such statement ‘or otherwise’ 
that the liquidator has in his hands or under his 
control (inter alta) any money held by the Company 
in trust in respect of dividends or other sums due 
to any person as a member of.the company, the ° 
liquidator shall forthwith pay such money into 
the Companies Liquidation Account. 


Powers of the Board of Trade and the Court , 
The payment of unclaimed dividends into the 
Companies Liquidation Account is not, however, 
a complete bar to their recovery by a shareholder 
who was entitled to them. Subsection (3) of 
Section 343 provides that any person claiming to 
be entitled to any money paid into the Bank of 
England in pursuance of the section, may apply 
to the Board of Trade for payment thereof, and 
the Board may then, on a certificate by the 
liquidator that the person claiming is entitled, 
make an order for the payment to that person of 
the sum due. Furthermore, subsection (4) pro- 
vides that any person dissatished with the 


-decision of the Board in respect of such a claim 


may appeal to the High Court. Section 344 pro- 
vides for the lodging in a bank of unclaimed 
dividends on the winding-up of a company 
registered in Scotland. 

It is noteworthy that Section 343 (1) refers to 
unclaimed dividends held ‘in trust’ by the com- 
pany. There is here a suggestion of a fiduciary 
relationship and, if this is what the statute 
intends to convey, it seems that Re Severn and 
Wye and Severn Bridge Ratlway is no longer good 
law, so far as it decided that a company does not 
hold unclaimed dividends as trustee, so as to 
prevent the ordinary limitation period running. 
But it is submitted that the words ‘in trust’ may, 
in the context, signify no more than that the 
company holds the moneys referred to on account 
of certain shareholders. At any rate, the law must, 
it seems, remain in some doubt until the Court 
has had an opportunity of considering it in the 
light of Section 343. The effect of winding-up 
on the limitation period (assuming that it mp 
has been dealt with above. 


62 


Rights of Former Members 


In the recent case of Re Consolidated Goldfields of 
New Zealand ([1953] Ch. 689), Roxburgh, J., 
was called upon to consider the priorities be- 
tween a past member of the company in respect 
of unclaimed dividends and the ordinary creditors 
of the company. The liquidator had taken out a 
summons, joining as defendants a past member 
who was owed {65 in respect of unclaimed 
dividends, and a general creditor to whom the 
company was indebted in the sum of £583, and 
asked the Court to decide whether the debt due 
to the past member was to be treated as ranking 
in the winding-up in competition with the debts 
due from the company to unsecured creditors 
' ‘otherwise than in their capacity as members or 
past members of the company. Section 212 (x) 
(g) of the Act of 1948 provides: 
“©. . a gum due to any member of a company, 
' in his character of a member, by way of dividend, 
profits or otherwise shall not be deemed to be a 
debt of the company, payable to that member in a 
case of competition between himself and any other 
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creditor not a member of the company, but any 
such sum may be taken into account for the 
purpose of the final adjustment of the rights of 
the contributories among themselves’, 
From this provision it is quite clear that present 
members of a company cannot compete, in 
respect of unclaimed dividends, with the general 
creditors. The provision is to all intents and 
purposes identical with that in subsection (7) of 
Section 38 of the Act of 1862, which was con- 
sidered by the Court of Appeal in Chancery in 
Re Anglesea Colliery Co Ltd ((1866) L.R. 1 Ch. 
555). That case shows that in Section 38 (7) the 
expressions ‘members’ and. ‘contributories’ are 
used interchangeably and that both expressions 
include past members, and Roxburgh, J., apply- 
ing dicta of Turner, L.J., to that effect, held 
that unclaimed dividends due to former members 
ranked in the winding-up after the debts due to 
the general creditors. In so deciding, his lordship 
did not follow Re New Chile Gold Mining Co 
Ltd ((1890) 45 Ch.D. 508), and Re Aidall 


([1933] Ch. 323)). 


NORTH AMERICAN COMMENTARY — LXXVIL 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(Canada) 
Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, New York 
November and December, 1956 


Experience Requirement for Professional 
Education 


(Q): the much debated subject of the ultimate 


abolition of the experience requirement for 

the certified public accountant qualifica- 
tion, as recommended by the Report of the Com- 
mission on Standards of Education and Experience 
for Certified Public Accountants, Mr Louis M. 
Kessler, C.P.4., chairman of the American 
Institute's Board of Examiners, agrees that there 
Is no adequate substitute for experience at this 
time. He says that the first essential is better 
educational opportunities and asks: 

‘How long are we going to string along with 
high school education or its equivalent? . . . how 
d to fiddle, fritter and fret over the fantastically 

and embarrassing percentage of failures on 

the C.P.A. examination?’ 
He points out that doctors and lawyers do not 
have breadth of experience when they hang out 
their shingles, but with extensive educational 
background they become better doctors and 
lawyers, as they mature with experience, than if 


they came up through the apprenticeship route. 

Opposing abolition of the experience require- 
ment, Mr J. Earl Pedelahore, c.P.a., secretary 
of the Louisiana State Board of Certified Public 
Accountants and second vice-president of the 
Association of C.P.A. Examiners, says the 
Commission is disturbed by the difficulty of 
evaluating experience but is willing to ignore the 
equal, if not greater, difficulty of evaluating 
education. He says that the Committee on 
Education and Experience Requirements of the 
Association of C.P.A. Examiners recommended 
in 1952 that the successful examinee be awarded a 
certificate as a public accountant, and that the 
C.P.A. certificate should be issued only after 
completion of a minimum of three years’ public 
accounting experience. The states of Colorado 
and Oregon now have such a provision. 


Federal Accounting 
It is reported that Mr Percival F. Brundage, 
C.P.A., director of the Bureau of the Budget, has 
called on all federal agencies to install and use 
accrual accounting, cost based budgeting and 
other accountng improvements} to implement 
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recent legislation and recommendations of the 
Hoover Commission; and to ‘establish a 


ee systematic programme for the improvement of 


financial management’. Guides have been given 
in a pamphlet, Improvement of. Financial 
Management in the Federal Government. 


Continuing Education Programme 
The American Institute has a continuing 
education programme with courses on ‘Adminis- 
tration of tax practice’ and ‘Report writing’ and 
a third, which is now being tested, on ‘Account- 
ants’ legal responsibilities’. Two other courses 


^ ^. are reported as in preparation and the object is to. 


give, accountants organized methods of con- 
tinuing their professional education. 

Enough courses are to be produced for State 
societies or local chapters to be able to offer a 
series of different subjects over a Period of 
several years, meeting in classes of thirty or less, 
once a week, each course comprising. eight two- 
hour sessions. 

The Agran Case 
The December editorial reports that the American 
Institute of Accountants and the California 
Society of Certified Public Accountants have 


~w. decided to drop this case which has caused so 


much friction between the accountancy and law 
professions. The decision does not prevent any- 
one from continuing to practise before the 
Treasury Department if authorized, and C.P.A.s 
may continue their customary tax practice with- 
out legal jeopardy or moral stigma. There is 
nothing to lose by waiting, says the editorial, and 
it hopes that the two professions can resolve 
future differences in the same spirit of mutual 
respect and tolerance, and the same concern for 
the public interest as characterize current 
relations of the American Bar Association and the 
American Institute of Accountants. 


The Controller, New York- 
November and December, 1956 

Deferred Profit Sharing 
Whereas in 1946 only 500 American corporations 
had deferred profit-sharing plans, today the 
Council of Profit Sharing Industries reports 
10,000 such plans. Announcing this, Professors 


— Warren Reininga and Lee Soltow, of Ohio 


University, say that the Bureau of Internal 
Revenue is approving about twenty additional 
plans each week, showing an important trend in 
modern management practice. Stating that fringe 
benefits now cost about 30-35 cents per hour, 
the authors point out that a large percentage of 
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this fixed cost could be made flexible by sub- 
stituting in part a profit-sharing plan for a 
pension plan. Another important consideration 
dealt with is the tax advantage from profit-sharing 
trusts. Tax benefits augment dollar accumula- 
tions by 40 to 50 per cent for annual salaries 
between $4,000 and $10,000, they say; the per- 
centage becoming higher as the tax rates increase. 


Depreciation and Inflation in the Steel Industry 


The story of inadequate depreciation in the steel 
industry is forcefully told by Mr Wilbert A. 
Walker, vice-president and comptroller of 
United States Steel Corporation. Taking the 
twenty-five year life for its facilities which is 
applicable to the steel industry, and the 7 per ' 
cent average annual rate of inflation of the period 
since 1940, and assuming the purchase of equal 
physical units annually over the twenty-five 

years, Mr Walker shows that in the twenty-sixth’ 
year, the dollars required for replacement will be 
2:15 times greater than those retained in the 
company by straight line depreciation calculated 
on original cost. 

Mr Walker examines the expedients provided 
by tax law for dealing with the situation, acceler- 
ated depreciation of new facilities over five 
years and the present sum-of-the-years digits 
and declining balance provisions. The former 
helped in recovering capital expenditures fast 
enough to piece out in part inadequate deprecia- 
tion of old facilities, but it guarantees, he says, 
something of a future crisis: for after the five-year 
period, the remaining depreciation will be much 


less than it would have been. This crisis is 


drawing nearer every day and whereas in 1955 
some $400 million — a little over half the total - 
represented accelerated depreciation, by 1961, 
says Mr Walker, the steel industry's depreciation 
will have dropped by $325 million and that of the 
country as a whole by about $3 billion. 

Mr Fairless, also of the United States Steel Cor- 
poration, has estimated, according to Mr Walker, 
that the company's deficiency of funds from 
depreciation provisions for replacement of capital 
expenditures, simply to stay even, will be $3 
billion for the five years 1956-60. In 1960, it will 
need nearly twice as much as it gets out of wear 
and exhaustion retentions. Mr Walker urges 
accounting departments, in collaboration with 
engineering departments, to make similar esti- 
mates for their companies. He would also have 
accountants experiment with the calculation of 
depreciation on original cost, not in terms of 
dollars, but of purchasing power units. 
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CLOSING THE MACMILLAN GAP — II 


- THE ROLE OF THE LC.F.C. 
by R. W. MOON, B.Litt., A:C.A. 


T is still a matter for debate whether the so- 

called *Macmillan gap' was as significant in 

1931 as it was then believed to be; but there 
seems little doubt that the slow and remorseless 
compression of private sources of finance by 
war and post-war taxation has since prised open 
the gap. 

The Industrial and Commercial Finance 
Corporation, the smaller of the two institutions 
' set up in 1945 with the object of filling the gap, 
was therefore presented with a formidable 
challenge in a largely untried field. And it is in 
thé light of its origin and purpose that its past 
EE deserves to be closely analysed. 


Formation 

The formation of the I.C.F.C. was announced in 
January 1945, when the war was drawing to a 
close, with the declared object of providing 
medium and long-term capital for small and 
medium-sized companies in amounts ranging 
between £5,000 and £200,000. These upper and 
lower limits were selected because it was felt 
that ‘large’ capital requirements (say over 
£200,000) could be handled through the facilities 
provided by the Stock Exchange and other credit 
institutions; while below £5,000, the provision 
of credit in 'small sums by means of bank 
advances was not thought to present any difficulty 
so long as the projects themselves were economic- 
all desirable and commercially justifiable. So 
the position may be summed up briefly by saying 
that the I.C.F.C. begins where the banks leave 
off -and itself withdraws where the public 
investor starts. 

The I.C.F.C. was established, then, to cater 
for the needs of the 'in between' group. Its 
nominal share capital of {15 million in 15,000 
shares of {1,000 each was subscribed by the 
English and Scottish banks (with a token sub- 
scription from the. Bank of England). So far, 
only half the nominal capital has been called up. 
In addition, its borrowing powers were fixed 
at £30 million — to be provided, if required, by 
its shareholder banks — so that the total resources 
at its command reached {45 million. It will be 
observed that the I.C.F.C. does not issue its 
own debentures or preference shares to the 
public as the counterpart of its advances to 


industry. It is entirely financed by banker 
shareholders. Furthermore, the proportion (of 
shares and loans) taken by each shareholder bank 
was related to its deposits so as to ward off any 
possible objection on the grounds of jeopardizing 
their liquidity. The corporation has operated 
throughout on strictly commercial lines, and has 
published annual reports and accounts. 


Methods of Business 


Its business consists both in making loans on 
fixed terms for long periods and subscribing for 
share capital. In an appreciable number of 
instances the I.C.F.C. takes some form of parti- 
cipation in profits, but only rarely is the finance 
provided wholly in the form of equity capital. 
Moreover, the corporation neither accepts nor 
seeks voting control. Ar the present time there 
are about 600 companies on its books (of which 
the major proportion are private companies); 
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those sifted from nearly 5,500 propositions. ——«~ 


Obviously a large number of frivolous or spurious 
propositions are put before the corporation to 
account for such a high percentage being weeded 
out. While the existence of a ‘gap’ is no longer in 
dispute, it is far from clear whether it is quite the 
kind of gap which most people had in mind when 
the corporation was formed. The really small 
borrowers have not come forward in any great 
numbers. Even in the initial stages, approved 
finance to the really small man — for amounts 
between, say, {£5,000 and {10,000 — accounted 
for well under a quarter of the total number of 
cases and for scarcely one-fortieth by value. Later 
on, even these proportions dropped. At the other 
extreme, the proportion of transactions above 
£100,000 rose steeply by number and by value 
without any change of lending policy. While, 
in more recent times, three-quarters or so of the 
total operations by value have taken the form of 
loans over £50,000. 

Most of the corporation’s loans have a erg 
life than fifteen years and there has been a gradual 
shift in the nature of the demands made to it 
from funds for the purchase of new equipment to 
finance for working capital. It would appear, there- 
fore, that the propensity to undertake fixed invest- 
ment on a really significant scale has been mostly 
lacking outside the largest public undertakings. 
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TABLE I 
Total Net 
. Advances and 
Investments 
(f’000) - 

1946 178 
1947 3,070 
1948 7,760 
1949 12,398 
1950 15,668 
IQ5SI . 20,252 
1952 23,689 
1953 26,286 
1954 27,827 
1955 28,622 
1956 32,193 


The corporation has invested not far short of 
£50 million since its formation, of which just 
over £32 million was outstanding at March 31st, 
1956. The principles which the corporation set 
out to follow have not been changed in any 
important respect. These include a readiness to 
examine any proposition within its scope, the 
consistent pursuit of flexibility in methods, so as 
to find the pattern of financing most suitable to 
the customer's requirements, and the provision 
of finance, whether loan or shares, at the lowest 


.commercial rates and at the smallest incidental 


expense to customers. Over the whole period, in 
addition to fixed interest, revenue has benefited 
by increased dividends and profits on the reali- 
zation of shareholdings in several companies 


which went to public flotation or were taken over - 


by or merged with others. Sufficiently high, in 
fact, to be able to extinguish not inconsiderable 
losses, to build reserves, and latterly to pay to the 
shareholding banks a modest return. 


Effect of ‘Credit Squeeze’ 


The effect of the ‘credit squeeze’ on the I.C.F.C. 
has been twofold. On the one hand, the tighter 
controls on investment by the Capital Issues 
Committee (with the control now extending to 
amounts over £10,000); on the other hand, the 
I.C.F.C.'s banker shareholders restriction on the 
provision of new money. Consequently, during 
the present period of credit stringency, the 
corporation will only consider applications for 

capital from firms concerned in work of national 
importance. For the time being, therefore, most 
new and promising ventures will have to stay at 
the tail-end of the queue unless they happen to 
satisfy the above condition to start with, and 
possess reliable financial backing into the bargain. 

However, one distinguishing feature of -the 
corporation's recent activities has been that 
repayment of earlier loans and realizations are 
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growing as some of the original customers become 
strong enough to make their own arrangements 
through the regular machinery of the issue 
market. No longer is the I.C.F.C. having to 
find all new money; indeed, its net néw , invest- 
ment shows signs of tapering-off. | iie 


——— e 
KE 


' 
E ú 
p ; 


TABLE lI TS 

Ge E Investments and Profits ` : 

March 31st (£000) l 
1953 1954 1955 1956 








Volume of new 
business 

Repayments and 
realizations .. 

Net profit, after 


5474 | 5,028 | ` 


tax .. Gg 
Rate of dividend 

paid . 
Retained | profits 


Conclusions 


The contemporary situation, while differing in 
degree and detail, is not broadly or basically 
different from that envisaged by the Macmillan 
Committee of 1931. Structurally the gap still 
exists. At the same time, the I.C.F.C,’s experience 
clearly shows that the small and medium in- 
dustrialist has not been avid for finance for new 
fixed capital. Assuming that the corporation 
undertakes every reasonable proposition put 
before it, its failure to lend up to the maximum 
of its potential resources rather suggests a wilful 
lack of response from industrial clients. It would 
seem that the disturbingly low level of real 
investment in the small businesses of Britain 
today is not altogether due to lack of investible 
funds but to their sheer reluctance to expand 
business activity under the prevailing conditions 
of high taxation. It is as if the very 'growing 
points' of industry are enveloped by a real 
feeling of inertia owing to their preoccupation 
with taxation. If present tax disincentives were 
removed, a real gap in financing facilities might 
well be exposed. The I.C.F.C. might then be 
shown to have too few resources for the job it 
would — and, indeed, should — be called upon to 
do. 

Finally, the steady though  unspectacular 
progress of I.C.F.C. is due partly to its establish- 
ment in a field where there was already an 
awakening of activity, and partly because the 
example set by the corporation has stimulated 
other institutions to enter the-fray. 
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Weekly Notes 


The Society's Examination Results 


In the November 1956 examinations of The Society 
of Incorporated Accountants, three candidates were 
awarded honours in the Final, the First Certificate 
of Merit and Prize being won by Mr V. R. Webb, of 
Newmarket. The Second Certificate of Merit and 
Prize were won by Mr J. N. Lewins, of London, 
and the Third Certificate of Merit and Prize by 
Mr P. S. G. Savage, of Brighton. 

There were 597 candidates for the Intermediate 
examination of whom 225 (38 per cent) passed, 


. «seven candidates being awarded honours. The First 


Certificate of Merit and Prize were won by Mr Y. H. 
Malegam, B.COM., of Bombay; the Second Certificate 
of Merit and Prize by Mr M. H. Mody, B.com., also 
of Bombay, and the Third Certificate of Merit by 
' Mr D. J. Harbut, of Stroud. 

In the Preliminary examination, ninety-three candi- 
dates sat, of whom 26 (28 per cent) were successful. 

A list of the successful candidates for the Final 
(Parts I and II) examinations, together with a 
complete summary of results, appears elsewhere in 
this issue. 


'The Real Incidence of Income Tax 


Since the war the standard rate of income tax has 
fallen from ros to 8s 6d while the personal allowances 
have been substantially increased. Nevertneless, the 
rise in money incomes necessary to keep pace with the 
continued ‘post-war inflation has been such, that 
the reduction in taxes has not produced anything like 
a corresponding alleviation of the real tax burden. 
'This is the gist of an interesting article by Professor 
F. W. Paish in the January issue of Lloyds Bank 
Review. 

For a married couple with two children, tax on an 
earned income of {600 has fallen from 20 per cent 
to almost nothing. On £1,000 it has fallen by almost 
three-quarters, on £2,000 by almost a half, and on 
{£10,000 by more than 1o per cent. On the other hand, 
to provide the same purchasing power as {£600 in 
1947-48 the income would have to rise to £917 in 
1956-57 and òn this constant real income the pro- 
portion of tax has fallen, not from 20 per cent to 
almost zero, but to just under 7 per cent. On higher 
real incomes, the reduction in the tax burden has 
been progressively smaller. On the equivalent of 
[5,000 the proportion paid in tax has remained 
unchanged at 53 per cent, while on larger incomes it 
has actually risen. For unearned incomes the position 
is even worse, since they have not the advantage of 
the sharp increase in earned income relief. 

Another phenomenon to which the Professor draws 
attention is the change in the distribution of personal 
incomes before tax. The proportion of total personal 
incomes received by the higher income groups has 
been falling since before the war. This, of course, has 


a depressive effect on tax yields and to some extent 
it probably reflects the efforts of employers to re- 
munerate the highest paid employees in a manner 
which will not attract tax. | 


A Bank Chairman on Taxation 


In a statement circulated to shareholders of Martins 
Bank Ltd the chairman, Sir Harold Bibby, p.s.o., D.L., 
called for a complete overhaul of the tax structure, free 
from its old inhibitions, and framed to encourage - 
not to discourage — thrift, venture, and reward. This, 
said Sir Harold, was the most urgent necessity to which 
the Chancellor should give his immediate attention. 
Earlier in his statement, which was no doubt written 
before the change of Chancellor, Sir Harold said that 
in addition to high production costs we had to carry a 
higher taxation load than any of our competitors, 
which further weighted the scales against us. This 


high level of taxation was our greatest single handicap. 


Not only must its own weight be earned by productive 
industry, but it was in itself a direct discouragement 
to greater efforts in that it almost killed al! incentive. 
It encouraged extravagance in plant maintenance, 
which plant (including buildings), though obsolete 


and ready for scrapping, could not be scrapped  , 


because the cost of new assets had to be paid for out 
of taxed income. 


Insurance and Arbitration 


It has been announced that members of the British 
Insurance Association and Lloyd's have agreed not 
to insist on arbitration, but to allow insured persons 
to have questions of liability (though not of amount) 
determined by the Courts, notwithstanding the fact 
that their policies contain an arbitration clause. This 
agreement applies only to contracts made in the 


United Kingdom, where the insured agrees to any \ 
dispute as to amount being settled by arbitration. It g 


does not apply to reinsurance, marine, aviation or 
credit insurance. 

This change means that where the insurer wishes 
to rely on a purely technical point to escape liability, 
he will have to do so in the publicity of proceedings 
in open Court, with consequent injury to his goodwill. 


Fixed Days for Trials 


Details of a new scheme have been announced by the 
Lord Chief Justice for the fixing of dates for trial of 
non-jury actions in the Queen's Bench Division of the 
High Court. His Lordship, commenting on the 
scheme, quoted the opinion of Lord Evershed's 
Committee that nothing would be more conducive 
to the saving of costs than having fixed dates for 
trials. For members of the profession called in as 
expert witnesses, the advantage of knowing on 
precisely what day they will be giving evidence, need 
hardly be atressed. e" - 
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Finance and Commerce 


Removal of General Election doubts, satisfaction with 
the reconstituted Cabinet, the strength of sterling, 
and hopes of cheaper money have combined to bring 
a marked change of sentiment to the stock-markets. 
Gilt-edged stocks have advanced sharply and leading 
- . industrial shares have responded to selective support. 
Brokers generally are now prepared to take a more 
positive view of market prospects. The better market 
tone provides a helpful background to the many in- 
dustrial new issues which are now understood to. be 
Pe in an advanced stage of preparation. 


‘Raleigh Exports 

Raleigh Industries Ltd, one of the big names in the 
cycle manufacturing industry, provides the subject 
of this week's reprint. Some 7o per cent of its pro- 
duction goes abroad and with so much at stake in 
export markets, Mr George Wilson, the chairman, in 
his statement with the accounts, feels it necessary 
to ‘warn shareholders — and others — of ‘increased 
foreign competition which has now, for the first time 
since the war, b to make serious inroads into 

: markets traditionally associated with British bicycles’. 

The most spectacular advance by foreign com- 

petition, he says, has taken place in the U.S.A. 
~ Where against the background of an expanding market, 
_ the British share of imported bicycles has decreased 
by 30 per cent compared with the peak period for 
imports during the latter half of 1954 and by over 
Do per cent compared with 1950 when the real 
potential of this market first became apparent. 

The U.S.A., he points out, is essentially a price 
market and the decline, he states, has been almost 
entirely due to the fact that forei 

. have been able to sell at a price GER their British 
' ‘counterparts have found themselves quite unable 
to match on account of the relentless build-up of 

E. their labour and material costs over recent years. 


Depreciation 


: Among the items in the accounts to which special 
attention is drawn in the explanatory notes, is the 
charge against profits of £315,505 for depreciation 
of fixed assets. This is the amount which the directors 
consider n , having regard to the cost price 
and probable life of the fixed assets in use during the 
eriod. No depreciation has been provided on free- 

old land or construction in progress. 
Of the amount of D charged in respect of 
_&. depreciation of plant and machinery, only £172,506 
is required to bring the accumulated provision at 
balance sheet date up to the amount which in the 
directors' opinion is reasonably niri) for the 
se, having regard to the original cost and 
probable E fife of the plant in use on that 
date. The excess of £40,000 has been transferred to 
capital reserve and this ‘position, it is stated, arises 


N 


manufacturers ` 


through plant being stil in use although. fully 
written off in the books. : : | 

Another item is the credit to profit and loss account 
of £19,800 for equalization adjustment in the taxation 
section. This reserve was created by transferring from 
profit and loss amounts equal to the taxation relief 
obtained on the excess of capital allowances for 
taxation purposes (other than investment allowances) 
over the depreciation written off in the accounts. 
This year the depreciation exceeds the capital allow- 
ances and accordingly the {19,800 had been, brought 
in to profit and loss. 

The explanatory notes also bring out the point, 
that in accordance with previous practice, cycles 
held by dealers at accounting date on sale or return 
terms, have, to the extent that the sales have since 
become firm, been treated as sales and the relative 
profit amounting to approximately £66,000 (£315,000* 
at July 31st, 1955) has been included in the accounts, 

The distribution of profits to shareholders is up 
from the nominal 124 per cent to 134 per cent. It 
is pointed out, as a matter of interest, that this 
represents almost the same sum as the increased ` 
distribution which the company is making to its” 
workpeople under the new profit-sharing scheme. 


Nullified Relief 

Mr A. H. Loupos, chairman of Paterson Zochonis 
& Co Ltd, West African merchants, is taking advice 
as to whether anything can be done to. remedy a tax 


- difficulty to-which the company is at present subject. 


Mr Loupos points out that the tax laws of the 
West African territories, in which the company 
trades, require that provision must be made for 
depreciation of buildings, in arriving at profit. No 
allowances whatever are granted by the United 
Kingdom authorities. In consequence, because of 
double taxation agreements, the relief allowed by the 
West African Government in no way benefits the 
company but passes to the Imperial Exchequer. 

"There may be good reason, he says, for the non- 
allowance of depreciation on non-industrial buildings 
in the United Kingdom. In West Africa, however, 
where climatic conditions tend to make for a shorter 
life for a building, and where, in many cases, they 
were not permitted to hold the freehold, depreciation 
was a very, serious charge. He feels that the company 
is badly penalized compared with many of its 
competitors because of this feature of the United 
Kingdom tax laws. | 


Money Market 

Maintaining the bid at £98 16s 1d, the market obtained 
35.per cent of the £240 million of Treasury bills 
allotted on January rh The average discount rate 
was £4 15s 5:30d per cent. Applications totalled 
£,401,410,000. This week's offer is £240 million. 
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Correspondence 


Lais must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Proposed Integration Scheme 


SIR, — Certain of your correspondents have ques- 
tioned whether a principal wil be able to cater 
adequately for as many as four articled clerks. 

My own feeling is that four articled clerks will not 
necessarily be more of a handful than two such 
clerks plus an unspecified number of bye-law candi- 
dates; also that principals who at present belong both 
to the Institute and the Society are already able to 
take this number - again with the addition of bye- 
law candidates. Finally, the Scottish Institute has 
long maintained its unquestionably high standards 
without any restriction upon the number of its 
indentured apprentices. Yours faithfully, ` 

Pinner, Middlesex. M. BARRADELL. 


SIR, — As a comparatively recently-qualified Chartered 
Accountant, I should like to offer my support to 
Mr G. A. Slator whose letter you published in your 
issue of January sth, concerning the election of non- 
practising members to fellowship or, alternatively, 
the removal of the distinction altogether. 

Whilst integration must surely bring great ad- 
vantages to the profession, unless the present rules 
regarding election to fellowship are altered, those of 
us who served under articles and qualified as Char- 
tered Accountants, and decided upon a career in 
commerce, will be overtaken in our 'qualification 
status' by certain members of the Society who did 
not serve under articles, but who have remained in 
public practice. 

The Institute has always insisted that training 
under articles is essential for a future Chartered 
Accountant, and while I have no objection to the 
relaxation of this strict rule at the present time, in 
ordef to strengthen the profession, I feel that if 
certain members of the Society are to be given such 
a concession, then the Institute should ensure that 
their present non-practising members are not forced 
to take a step down the ladder and thereby be over- 
taken by members whose training did not reach the 
standards as always hitherto insisted upon. Is the 
Institute not proud of at least certain of its mem- 
bers who have risen to the greatest heights in the 
commercial world? Yours faithfully, 

Rochdale. B. A. A. WALKER, A.C.A. 


SIR, — With the proposed amalgamation of Institute 
and Society at hand, and with it the regretful passing 
of an honourable title, may I suggest that this 
momentous event be commemorated by application 
for the word 'Royal to be placed in front of the 
word 'Institute', and so give the amalgamated bodies 
an inspiring new name. Yours faithfully, 
Nairobi, Kenya. 4, . R. E. ELLMER. 


SIR, — Many readers’ letters have been written to you, 
and no doubt many more will be written, debating 
whether or not The Society of Incorporated Account- 
ants should be 'integrated' with the respective 
Institutes of Chartered Accountants. 

I should like, however, to draw your attention to 
the unfair treatment proposed for the 20 per cent 
minority of the Societys members who qualified 
either: 


(a) after experience with a local authority or similar 

body; or 

(b) by training overseas without experience in the 

office of a practising accountant in England or 
Wales. 

The scheme tells us that we are regarded as: 
inferior and not worthy of full membership of a 
chartered Institute - we are offered a ‘junior’ 
membership by being allowed to retain the devalued 
F.S.A.A. or A.S.A.A. qualification. This policy 
apparently ignores the extensive experience which 
was regarded as adequate at the time of our admission, 
the large proportion of honours candidates included 
in our numbers and the high positions in the 
accountancy profession which many have reached. 

At present we are equal members of the Society 
on a par with those who qualified after experience 
with an accountant in practice, and any scheme of 
integration should provide for a continuance of these 
equal rights. Any difficulty involved in waiving rules 
of the Institutes for this purpose is minimized by the 
proposal, which may reasonably be accepted, to close 
the door to future applications in these categories; 


‘but the present members and those in course of 


qualification have the right to consideration. 
Yours faithfully, 

Ipswich. B. V. PIGGOT' T, A.S.4.A., A.I.M.T.A. 
SIR, - Mr Hamer in his letter to you (January sth 
issue) expresses the opinion of accountants through- 
out the profession. At the moment, accountant non- 
members of the Institute do not feel inferior, but 
how will ‘non-accepted’ incorporated members view 
their position after their Society has been obliterated? 

Whilst I am sure everyone holds the Institute in 
high esteem, its Council in this instance appears to 
have created the impression that they will move 
‘heaven and earth’ to prevent an amalgamation of the 
Society with the Association and other accounting 
bodies. 

If the Council of the Institute can think in terms 
of the future of the profession, as Mr Hamer states, 
with a status equal to that enjoyed by practising 
members in law and medicine, then they must con- 
clude that now is the time to rally all accountants 
yndet their banner. If the Council of the Institute 
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cannot rise to this vision, if they are small, then they 
must hand over the leadership to persons who havé 
at heart the interest of the whole of the accountancy 
profession — not only in this country but all over the 
world. Yours faithfully, 

Purley, Surrey. R. B. GOODCHILD. 


Sir, — The Society, under Article 10 (7) of its bye- 
laws which reads: 
“The term Public Accountant shall be deemed to 
include a Municipal or County Treasurer, Chamber- 
lain or Accountant who occupies the position of 
Chief Financial Officer of the Municipal or County 
Autherity concerned', 
has admitted to fellowship various municipal or 
county treasurers, chamberlains or accountants who 
occupy positions as chief financial officers. The 
numbers so admitted are relatively small, but such 
Fellows, eminent in their own right, are indeed 
valuable members of the profession. 

May I suggest in this initiatory stage it would be 
a gracious gesture on the part of the Institute if to 
these gentlemen, already Fellows of the Society, 
there were extended the privilege of full membership 
of the Institute to which their accession could but 
give strength? Yours faithfully, 

Liverpool, T. R. EMRYS JONES. 


SR, — As a recently-qualified Chartered Accountant, 
the Council's proposals on integration could not have 
come at a less favourable time. When I commenced 
my professional training, two opportunities were 
offered me by a provincial firm of accountants: 

(1)to pay a nominal premium for Chartered 

articles on a small and slowly progressive salary; 
or 

(2) to qualify by service as a member of the Society 

on a salary-for-ability basis. 

I chose the harder way financially, believing that 
the final qualification would be worth the additional 
effort involved, only to find that, had I chosen the 
second alternative and assuming the Institute’s pro- 
posals are passed, I should still be entitled to the 
name of C.A., and also be considerably better off. 

Further, any advantage I expected to gain when in 
competition with members of the Society by being 
a C.A. are lost. This may not affect the larger and 
well-known firms, but it will certainly hit the small 
firms and new practices, particularly in suburban 
areas where ‘Chartered’ holds a considerable edge 
over ‘Incorporated’. Even the advantage, if it can be 
so called, of being able to take on four articled clerks 
does not help me as I am not yet in practice. 

While integration may be essential, the small 
brethren, of which I am one, can only lose under the 
current proposals unless, of course, we are able to 
outvote the larger brethren for whom integration 
holds no problems anyway. 

Yours faithfully, 
Hayes, Middlesex. LEONARD S. GRIGGS. , 
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SIR, — If I were a Chartered Accountant established 
in either practice or commerce, I could perhaps see 


my way to supporting the Council’s scheme to a 


integrate the Institute with the Society. 

However, such ts not the case. I recently qualified 
formemb ership of The Institute of Chartered Account- 
ants and consequently I feel that the scheme will be 
of no benefit whatsoever to me — in fact, I would go 
so far as to say that I, along with most newly-qualified 
Chartered Accountants, would lose by it. 

I have two reasons for thinking this. Firstly, it is 
generally accepted that a Chartered Accountant holds 
the pre-eminent qualification and -that is why I 


wished to satisfy the examiners of the Institute. | 
Secondly, the scheme proposes that ‘bye-law candi- >^ 


dates’ of the Society be admitted to the Institute; 
surely the influx of such a large number of young 
men, who may not be even of the right calibre and 
over. whose training the Institute have had no 
control, will mean that the qualification which I 
possess, along with many others, will be less valuable. 

I do not mean to be a ‘nigger in the wood-pile’ but 
I am proud to be a member of the Institute and I am 
jealous that membership should be made any less 
difficult for others. 

Yours faithfully, 


Manchester. PeH, ROBINSON. 


Gm, - For years, qualified practitioners in the 
provinces have been contending with the competition 
of the unqualified, in the hope and belief that the 
leaders of the profession would realize sooner or 
later that registration was the real answer to a no 
less real problem, 

I am dismayed that the best they have been able 
to do is to devise a scheme which ignores the real 
problem completely, i.e. the protection of the public 
and the qualified practitioner. 

If the scheme goes through the unqualified man 
may still put up his plate and carry out work for 
which he is in many cases quite unfitted. 

Do the members of the Councils of the Institute 
and the Society really believe that this scheme is the 
best which could be devised in the interests of the 
public and the profession? 

It is a pity that they have disregarded the arrange- 
ments made at the time of registration of the dental 
profession, in which those responsible for the happy 
state now obtaining ignored sectarian interests and 
took the long view. It is to be hoped that the members 
of the Institute and the Society who have to vote on 
the scheme will realize that the future of the profes- 
sion is in their hands and insist that nothing short 
of registration will suffice. 

This can be achieved ~if those responsible will 
take a balanced view of the situation. I suggest for 
consideration: 

(a) The amalgamation of the three bodies, i.e. the 

. Institute, the Society and the Association. 

(6) That one designation be used by all menbers of, 

the body thus created. 


oe 


~ 
a 


— li». — 
` bg 


M. 


\ 


4 
^5 
` 


January 19th; 1957 


(c) That practising certificates be issued only to 
those who can satisfy the test as to training and 
experience — which would exclude the members 
of the Society who qualified through local govern- 
ment offices and the members of the Association 
who qualified through industry. 

(d) That the members thus excluded should be 
entitled to apply for a practising certificate at 
any time in the future if they can produce 
evidence of x years’ experience with a practising 
member. 

(e) That a register should be set up by the Board of 


Trade to include all practising but unqualified ` 


accountants, Those included should be entitled 
to practice as ‘Registered Accountants’ and once 
the register is established it should be closed. 
From then onwards all new practitioners would 
need to hold a practising certificate of the new 
body and the number on the Board of Trade 
register would dwindle and eventually disappear. 


I believe that such a scheme could be carried 
through by the joint efforts of the three recognized 
bodies and the approval of the Board of Trade - 
which I am sure could be obtained. The details may 
need to be amended but basicall I believe the 
scheme to be sound. 

I appeal therefore to all members of the Institute 
and of the Society to think before they give their 
approval to a scheme which will do nothing to remove 
the real problem which has existed for so many 
years. 


Yours faithfully, 
PROVINCIAL PRACTITIONER. 


Sir, - The correspondence in your columns on this 
subject has so far been concerned with quite un- 
important aspects of it and I would like to strike a 
much more serious note and to record my opposition 
to the scheme both in general and in particular. 

In general, it appears that the underlying reason 
for the scheme is the fear that the Society i is about to 
lower its standard. Whilst as ‘accountants’ we should 
all regret that, I do not think that as Chartered 
Accountants we should be very worried. So far as 
the Institute is concerned it smacks of diving into 
the river to save the drowning man, a very gallant 
and praiseworthy action by anyone without responsi- 
bilities and dependants. 

In particular, the case is much more important. 
The members of the Council do not, unfortunately, 


represent all sections of the profession. From the 


very fact of having bigger staffs and more assistants 


they come from the larger firms whose practices. 


comprise all the largest audits in the country. They 
may, in fact, be regarded as having vested interests, 
and tend to employ Incorporated Accountants, rather 
than compete with them. 

It is the members of the small firms who are in 
direct competition with the Incorporated Account- 
ants. Those members derive much more benefit from 


the undoubted superiority of the title Chartered. 


e ái er a a s 


Accountant. Few would dispute that, rightly or 
wrongly, the public consider the title ‘Chartered 
Accountant’ vastly superior to that of ‘Incorporated’. 
This mearis that we get, and to some extent keep, a 
substantial amount of business by virtue of our right 
to the title ‘Chartered Accountant’. 

Therefore it follows that the large majority of the 
Incorporated Accountants who are to be admitted 
will be allowed to compete with us on level terms 
without having undertaken the training or achieved 
the standards set for us before admission to the 
Institute. 

It is my opinion that out of Amadis to the smaller 
brethren in the profession the ‘big battalions’ of the 
Institute should oppose the scheme of integration 
and so should all the ‘small men’ in their own 
interests. . 

Yours faithfully, 


London, EC4. S. RUSSELL LANG. 


SIR — As a member of the Institute, perhaps i 
should be expected to be proud of the fact that the 
scheme announced will enable the Institute virtually 
to take control of the accountancy profession; but 
as | am also a member of The Association of Certified 
and Corporate Accountants, realization of the effect 
of this manoeuvre upon the future of the Association 
has nullified all pride and, indeed, has resulted in 
my having a strong sense of indignation that the 
scheme is one in more senses than one. 

At the present time, the Association enjoys equal 


recognition by the Board of Trade with the Institute, 


and when we have in existence today a so-called 
joint co-ordinating committee, I am appalled that 
the Institute has thought fit to lay down its own 
arbitrary tenets as to the long-term interests of the 
public. 

Nobody who has a full realization of the present 
state of our profession can doubt that, following the 
comments in paragraph 19 of the Explanatory 
Memorandum, if the present scheme is successful 
there will, in due course, be an application by the 
Chartered bodies to withdraw recognition from the 
Association. Nobody who is unbiased can justly 
claim that all members of the Society have had 
better training,or experience than all members of 
the Association. 

Surely, in such an important matter as the co- 
ordination of the accountancy profession, we might 
expect from the Institute a scheme worthy of its 
prestige as the senior body, and not merely one which 
has as its sole object the exploitation and protection 
of its vested interest. 

Until, and unless, proposals are made which will 
effectively co-ordinate the accountancy profession 
without casting slurs upon any particular sections of 
it, neither this nor any other scheme will receive my 
support. 

Yours faithfully, 


«Hove, Sussex.  FREDK. A. J. COULDERY. 
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Inter-firm Comparisons 


Sm, ~ In your issue of December rst you commented 
upon the results of Dr Barna's inquiry into the 
replacement cost of fixed assets, and drew attention 
to his most interesting findings about the relationship 
between the amount of fixed assets and net output 
per employee. 

I was particularly interested in your concluding 
remarks to the effect that accountants can profitably 
compare a firm's ratios with the average for the 
industry. Ás you know, inter-firm comparisons of 
this and other kinds have been systematically organ- 
ized in America and a number of European countries 
for several years. The international conference on 
Methods’ of Inter-firm Comparison recently organ- 
ized by the European Productivity Agency of O.E.E.C. 
- showed that such comparisons have very real value 
to managements in enabling them to detect and 
remedy weaknesses in the structure and/or operations 
of the business, and also that this is an effective means 
of raising the industrial and commercial efficiency of 
a country as a whole. 

The British Institute of Management has made a 
special study of methods of inter-firm comparison, 
paying particular attention to the advantages which 
comparisons offer to managers, accountants and 
others, and also to the practical problems involved in 
carrying them out. We believe that inter-firm com- 
parison should be encouraged in this country, and 
should be very pleased to offer practical help to 
organizations and individuals who are interested in 
conducting comparisons in their own industry or 
trade. -Yours faithfully, 

H. INGHAM, Manager, 
MANAGEMENT Economics DIVISION, 
U BRITISH INSTITUTE OF MANAGEMENT. 

London, WT. 


Revenue Integrity 


Sm, ~ It is naturally with considerable diffidence that 
one. tends to accept any view which might appear to 
reflect, on the integrity of a public department, but 
recent experience of a number of Revenue cases 
have caused me no little concern. 

Where a taxpayer has clearly evaded tax by 
improper means, there is ui reason why the 
department should protect itself. Cases have occurred, 
however, where the fact of evasion has been by no 
means established and virtually the only hope of the 
Revenue is to rely on the the-onus-of-proof-is-on-you 
formula. Such cases appear to be labelled back duty 
cases automatically, with all the paraphernalia of 
protective assessments and penalty threats. 

In one instance where, in my view, the whole case 
was particularly flimsy, the position was, to take a 
single year: loss, as shown by accounts, £800; invest- 
ment income £1,200; protective Schedule D assess- 
ment £1,500: this was bad enough, but was followed 
by a surtax assessment for the same year of £16,000, 
tax payable £4,962 10s od. - : 

When tbe Inspector of 'l'axes was asked to explain 
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this, he merely said: “Well, the income tax assessment 
means arrears on my docket; surtax arrears are solely 
a matter for the Special Commissioners.' 

With all respect, I can only regard procedure of 
this kind as sheer intimidation. The Revenue object 
when accused of resorting to what is, in effect, legal 
blackmail, but, frankly, I can think of no more apt 
designation to apply to it. It would be useful to 
know of the experience of others which may be com- 
parable to that which I have instanced, which is 
merely one of a number of cases where somewhat 
similar treatment has been meted out to persons 
whose liability in respect of past years has been by 
no means established. 

Yours faithfully, - 

CECIL A. NEWPORT. 


Credit Insurance 


Sir, — With reference to the letter from Mr W. M. 
Ackery in your issue of December 29th, my company 
has operated this insurance for the last eight years. 
Superficially it appears uneconomic as our bad debts 
during these years of a sellers’ market are much less 
than the premium paid. The problem wants to be 
objectively GE SCH however, by assessing the 
possible growth in turnover and net profit which 
would result from accepting sales from ‘shaky’ 
accounts. 

The premium is usually payable based upon the 
total turnover with a cover of 85 per cent of the debt 
supplemented by a no claims bonus. Permissible 
limits are assessed for each account and provided 
trading is contained within these figures, no inter- 
ference is exercised by the insurers. 

It has the following advantages: 

(1) It relieves the mental strain of credit control and 
enables the sales department to constructively 
approach the building up and fostering of trading 
relations with 'shaky' accounts. 

(2) It is a beneficial recommendation, among other 
things, for securing a bank overdraft. 

(3) No special annual reserve is required (not allaw- 
able for tax purposes). 

This insurance is only of benefit over a long period 


Leicester. 


and the interim fluctuations must be ignored. Over a 


period of years, by careful operation, we have justified 

decreases in premium so that when the buyers' 

market arrives we shall be very adequately covered 

for dealing with any rise in incidence of bad debts. - 
Yours faithfully, — - 

Bristol. L. C. WORRALL. 


Shoe Retailer and Repairer: Stock Level 


SIR, - Can any reader help me regarding level of 
stocks for a small shoe shop with an annual turnover 
of £/3,000—4 4,000? I consider stocks should be turned 
over three times a year. 

Regarding repairs, is it reasonable to assume labour 
costs equivalent to raw materials? 

Yours faithfully, 

g «X. FOOTWEAR. 
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SCOTTISH CHARTERED AND INCORPORATED 
ACCOUNTANTS 
SCHEME OF INTEGRATION 


We reproduce below the Scottish counterpart of the scheme of Re 
between The Institute of Chartered Accountants in England and Wales and The 
Soclety of Incorporated Accountants dated December 5th, 1956. The full terms 
of the main scheme were reproduced in our last issue, and the Explanatory Memo- 
randum to the scheme appeared in our issue of December 22nd, 1956. 


Definitions 


I. In this scheme, unless inconsistent with the 
subject or context: 

(a) ‘the Scottish Institute’ means The Institute. of 

Chartered Accountants of Scotland; 

(b) ‘the English Institute’ means The Eeer of 
Chartered Accountants in England and Wales; 

(c) ‘the Irish Institute! means The Institute of 
Chartered Accountants in Ireland; 

(d) ‘the Society’ means The Society of Incorporated 
Accountants; 

(e) ‘the principal scheme’ means the scheme of 
integration between the English Institute and 
the Society dated December sth, 1956; 

(f) ‘the date of publication of this scheme’ means 
December 2oth, 1956; 

(g) ‘the effective date’ means the date upon which 
this scheme becomes effective in accordance with 
clause 15 hereof; 

(h) ‘public accountant’ means a person whose main 
occupation consists of practice as an accountant 
and the offer of his services as such for reward 
to members of the public generally; 

‘Chartered or Incorporated Accountant’ means 

a member of the Scottish Institute, a Fellow or 

Associate of the English Institute, a member of 

the Irish Institute, or a member of the Society; 

‘bye-law candidate’ means a person who is 

registered as a bye-law candidate of the Society 

in accordance with the special provisions of the 
bye-laws of the Council of the Society; 

(k) ‘the United Kingdom’ means Great Britain and 
Northern Ireland; 

(D) ‘month’ means calendar month; 

(m) words importing the masculine gender only 
shall include females, words in the singular shall 
include the plural, and words in the plural shall 
include the singular; 

(n) ‘this scheme’ means this scheme as at present 
framed with such amendments (if any) agreed to 
by the Councils of the Scottish Institute and of 
the Society prior to the effective date as may 
have been approved by general meetings of the 
Scottish Institute and of the Society. 


() 


G) 


Preliminary 


2. For all purposes of this scheme the decision of 
the Council of the Scottish Institute as to whether a 
person is a public accountant practising in the United 
Kingdom, or is a public accountant practising in a 
particular part of the United Kingdom, and as to 
whether there has been the appropriate service with 
any such public accountant shall be final. 


Eligibility of Members of the Society for 
Admission as Members of the Scoftish 
Institute 


3. (a) Any member of the Society who at the date. 
of publication of this scheme: 
(1) is practising asa public accountant in Scotland; 
or 
(ii) is resident in Scotland and obtained his qualifica- 
tion for membership of the Society after the. 
appropriate service in accordance with the con- 
stitution of the Society (either as an articled 
clerk or as a bye-law candidate) with a Chartered 
or Incorporated Accountant practising as a public 
accountant in the United Kingdom; or 
(ii is resident outwith Scotland and obtained his 
qualification for membership of the Society after 
the appropriate service in accordance with the 
constitution of the Society (either as an articled 
clerk or as a bye-law candidate) with a Char- 
tered or Incorporated Accountant practising as a 
public accountant in Scotland; 
shall be eligible for admission to membership of the 
Scottish Institute if within six months after the effective 
date (or in any special case within such further period 
and under such conditions as the Council of the 
Scottish Institute may in its discretion determine) he 
complies with the provisions of clause 10 (a) hereof, 
provided that at the date of such compliance he is not 
also a Fellow or Associate either of the Fnglish Insti- 
tute or of the Irish Institute. 


(b) The Council of the Scottish Institute may in its 
discretion and subject to such conditions as it con- 
siders fit regard as eligible for admission to member- 
ship of the Scottish Institute any person who at the 
date of publication of.this scheme: 

(i) is qualified for membership of the Society but 

has not been admitted to it, or 

(ii) was formerly a member of the Society but whose 

membership has ceased in terms of its regulations 
owing to resignation, or for any other reason 
except professional misconduct (which expres- 
sion shall include any act or default discreditable 
to a member of the Society), 
provided that such person would otherwise have ful: 
filled the conditions set out in sub-clause (a) of this 
clause. 

(c) The Council of the Scottish Institute may also 
in its discretion in any individual case extend, until 
the expiry of six months from the effective date, the 
date at which the conditions for eligibility specified in 
Me (a) or (b) of this clause require to be 
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Articled Clerks and Bye-law Candidates of 
the Society 


4. (a) Subject to sub-clause (d) of this clause arly 
person who at the effective date is registered as an 
articled clerk of a member of the Society practising as 
a public accountant in Scotland shall be eligible to be 
apprenticed under indenture to a member of the 
Scottish Institute practising as a public accountant in 
the United Kingdom for a period expiring on the date 
on which his articles with the member of the Society 
‘would have been completed. So long as the member 
of the Society to whom such articled clerk is articled 
becomes a member of the Scottish Institute pursuant 
to this scheme the existing articles shall, if registered 
with the Scottish Institute in such manner as the 
Council of the Scottish Institute may require, be 
deemed to have been an indenture duly entered into 
and registered for all purposes of the rules and bye- 
laws of the Scottish Institute. 


(b) Subject to sub-clause (d) of this clause any bye- 
law candidate of the Society who at the effective date 
is registered as such and is undergoing his period of 
q g service with a Chartered or Incorporated 
-Accountant practising as a public accountant in 
Scotland or with a member of the Scottish Institute 
practising as a public accountant elsewhere in the 
United Kingdom shall be eligible: 


(i) to be apprenticed under indenture to a member 
of the Scottish Institute practising as a public 


accountant in the United Kingdom for a period: 


expiring on the date on which such qualifying 
service would have been completed; or 

' (ii) if at the effective date he shall have served five 

_ years (or such shorter period as the Council of 
the Scottish Institute may in its discretion in any 
particular case consider sufficient) of qualifying 
service, to complete in the United Kingdom his 
eriod of qualifying service, provided always that 
he shall not be permitted to change from one 
. employer to another during such completing 
period without first obtaining the consent of the 
Council of the Scottish Institute, which consent 
may be given subject to such terms and condi- 
tions as the Council of the Scottish Institute may 
consider appropriate to impose. 

(c) Notwithstanding the terms of sub-clause (a) and 
sub-clause (4) of this clause, any articled clerk or bye- 
law candidate of the Society, registered as such prior 
to the effective date and serving with a member of 
the Society who is practising as a public accountant 
in the United Kingdom but outwith Scotland and who 
becomes a member of the Scottish Institute pursuant 
to this scheme, shall be deemed eligible to be registered 
with the Scottish Institute as though he fell within one 
or other of such sub-clauses. 

(dy Unless the Council of the.Scottish Institute shall 
in its discretion otherwise determine in any special 
case, sub-clauses (a) and (b) of this clause shall not 
apply to any articled clerk or bye-law candidate of the 
Society who at the effective date has neither passed 
the Society's Intermediate examination nor been 
exempted therefrom under the Society's constitution 
and for whom no opportunity remains within the 
remainder of his period of service under articles or of 
his qualifying service (as the case may be) of passing 
such examination or the Intermediate examination of 
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articled clerk or bye-law candidate shall be qualified 
to enter into an indenture of apprenticeship, under the 
rules and bye-laws of the Scottish Institute the period 
of service under such indenture being reduced to that 


appropriate to a person who prior to the execution of ` 


his indenture has served in the office of a member of 
the Scottish Institute practising as a public accountant. 

s. The following provisions shall have effect as 

regards the registration with the Scottish Institute and 
the service of all articled clerks and bye-law candidates 
of the Society to whom this scheme applies: 

(a) The service of each articled clerk or bye-law 
candidate shall, in such manner as the Council 
of the Scottish Institute may require, be regis- 
tered with the Council within six months after 
the effective date (or in any special case within 


such further period and under such conditions "T: 


as the Council may in its discretion determine). 
No dues shall be payable for such registration. 

(b) Prior to such registration the articled clerk or 
bye-law candidate shall sign and submit to the 
Council of the Scottish Institute an acknowledg- 
ment that he will be bound by the rules and bye- 
laws of the Scottish Institute from time to time 
in force so far as applving to him. 

(c) No articled clerk or bye-law candidate shall be 
eligible to register with the Scottish Institute if 
he has made and not withdrawn an application 
to be registered with the English Institute or 
with the Irish Institute. 

(d) There shall be counted towards the Seet of 
completion of service under articles or indenture 


or qualifying service (as the case may be) only , 


such service as has been properly and faithfully 
performed with a Chartered or Incorporated 
Accountant practising as a public accountant in 
the United Kingdom. 

6. Any articled clerk or bye-law candidate of the 
Society who completes the period of his service either 
under indenture or by means of qualifying service (as 
the case may be) in terms of clauses 4 and s of this 
scheme and who passes the Final examination of the 
Scottish Institute or the Final examination of the 
Society held under the provisions of clause 8 of this 
scheme shall be eligible for admission to membership 
of the Scottish Institute if, within three years from 
the completion of his period of service or- from: his 
passing of such Final examination whichever shall 
have been the later (or within such further period and 
subject to such conditions as the Council of the 
Scottish Institute may in its discretion in his individual 
case determine), he complies with the provisions of 
clause 10 (a) of this scheme. 

7. Àny person who: 

(i) is at the date of publication of this scheme 
resident in Scotland or in employment in 
Scotland; and 

(ii) having been an articled clerk or bye-law candi- 
date of the Society has duly completed prior to 
the effective date his period of service under 
articles or his qualifying service (as the case may 
be) with a Chartered or Incorporated Accountant 
practising as a public accountant in the United 
Kingdom and has either passed the Intermediate 
examination of the Society or been exempted 
therefrom under the Society's Constitution but 
has not passed its Final examination, 


the Scottish Institute; provided always that such shall, if he obtains the registration of his said service 
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with the Scottish Institute under the provisions of 
clause 5 of this scheme, and if he passes the Final 
examination of the Scottish Institute or the Final 
: examination of the Society held under the provisions 
of clause 8 of this scheme within five years from the 
date of completion of his said period of service, be 
eligible for admission to membership of the Scottish 
Institute if, within three years from his passing of 
such Final examination (or within such further period 
and subject to such conditions as the Council of the 
Scottish Institute may in its discretion in his individual 
case determine), he complies with the provisions of 
clause ro (a) of this scheme. 


Examinations 


8. (a) As from the effective date or such later date 
(if any) as the Councils of the Scottish Institute and 
of the Society may agree, the Society shall cease to 
hold any further examinations; but so far ss affecting 
candidates for admission to the Scottish Institute (being 
persons whose service ts registered with the Council 
of the Scottish Institute in terms of clause 5 of this 
scheme and who are in this clause hereinafter referred 
to as ‘Society Scottish candidates’) the following 
examinations shall continue to be held as examinations 
of the Society in accordance with sub-clause (5) of this 
clause for the periods below set forth or for such 
longer period or periods as the Council of the Scottish 
Institute may think fit: 

Intermediate examination: Until December rst, 1959 

Final examination: Until December rst, 1961 


(b) Such examinations shall be conducted by the 
Council of the Scottish Institute in consultation with 
the Council of the English Institute (which will be 
conducting parallel examinations for candidates for 
admission to the English Institute) as nearly as may be 
in accordance with the relevant provisions of the con- 
stitution of the Society for Scottish candidates as in 
force at the date of publication of this scheme, with 
such modifications (if any) as the Council of the 
Scottish Institute may in consultation with the Council 
of the English Institute consider necessary or desirable. 

(c) (i) Any Society Scottish candidate who passes or 

has passed the Society's Intermediate examin- 
ation, or who prior to the effective date has 
been exempted from that examination under 
the Society's constitution, shall be exempt 
from the first and second divisions of the 
Scottish Institute's Intermediate examination. 

(ii) Any Society Scottish candidate who has passed 
the Society's Intermediate examination at an 
examination diet held in or before November 
1956, or has been exempted therefrom as 
aforesaid, shall be entitled to continue after 
the effective date on the Society's examination 
syllabus with a view to sitting the Society's 
Final examination; but if he shall not have 
passed both parts of the Society's Final ex- 
amination in.or before November 1961 (or 
such later date as may be determined by the 
Council of the Scottish Institute under sub- 
clause (a) of this clause) he shall thereupon 
forthwith change over to the examination 
syllabus of the Scottish Institute on such terms 
and conditions as the Council of the Scottish 
Institute may decide. 

(iti) Any Society Scottish candidate who shall pass 
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the Society's Intermediate examination at an 
examination diet held in or after May 1957 
shall forthwith on so passing change over to 
the examination syllabus of the SES 
Institute. 

(iv) Any Society Scottish candidate who has not 
been exempted from the Society’s Inter- 
mediate examination as aforesaid and who has 
not passed the Society’s Intermediate examina- 
tion at an examination diet held in or before 
November 1959 (or such later date as may be 
determined by the Council of the Scottish 
Institute under sub-clause (a) of this clause) 
shall thereupon forthwith change over to the 
examination syllabus of the Scottish Institute. 

(v) Any Society Scottish candidate shall be at 
liberty to elect to change over from the 
examination syllabus of the Society to that of. 
the Scottish Institute at any date earlier than" 
that indicated in paragraph (ii) or (iii) or (iv) 
of this sub-clause. 

(d) Al the time limits for passing examinations 
applicable in accordance with the rules and bye-laws ` 
of the Scottish Institute (and all the discretionary 
powers of the Council of the Scottish Institute in con- 
nection therewith) shall apply to all Society Scottish 
candidates whether sitting for the Society's examina- 
tions or for the examinations of the Scottish Institute. 

(e) Society Scottish candidates sitting for examina- 
tions of the Society shall be permitted to present 
themselves for such wherever in any part of the 
United Kingdom such examinations are held. 

(f) All Society Scottish candidates sitting for any of 
the Scottish Institute's examinations shall be required 
to take the university or other classes from time to 
time prescribed for apprentices by the Council of the 
Scottish Institute. 


Eligibility of Incorporated Accountant 
Members of the English Institute for 
Admission to the Scottish Institute 


9. Any person who is admitted under the provisions 
of the principal scheme to membership of. the English 
Institute in its class of members known as 'Incor- 
porated Accountants’ shall become eligible for admis- 
sion to membership of the Scottish Institute if he 
satisfies the following conditions, namely: 


(1) that he has obtained a certificate of his having 
passed the Final examination of the English 
Institute or the Final examination of the Society 
(not being its modified or special Final examina- 
tion held in either case in the Union of South 
Africa or in Southern Rhodesia); 

(2) that whilst a member of the Society or of the 
English Institute (or partly whilst a member of 
the one and partly whilst a member of the other) 
he has served continuously for not less than 
three years in the office of or has been in partner- 
ship with: 

(a)a Chartered or Incorporated Accountant 
practising as a public accountant in Scotland; 
or 

(b) a member of the Scottish Institute practising 
as a public accountant elsewhere in the 
United Kingdom; 


* provided always that for the purposes of this 
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condition the continuous period of three years 
above referred to may have been made up partly 
of service and partly of partnership as aforesaid 
and may have been partly with a Chartered or 
Incorporated Accountant under (a) above and 
partly with a member of the Scottish Institute 
: under (6) above; and 

(3) that he has signed and submitted a written 
application for admission to the Scottish Institute 
in compliance with the provisions of clause 10 
(a) of this scheme. 


Admission to the Scottish Institute 


10. (a) Admission to the Scottish Institute with the 
right to» use the description Chartered Accountant 
and the designatory letters C.A. may be granted by 


_ .the Council of the Scottish Institute to any person 


eligible in terms of clause 3 (a) or 3 (b) (ii) of this 
scheme, and by the Scottish Institute in general meet- 
ing to any person eligible in terms of clause 3 (b) (i), 
6, 7 or 9 of this scheme, provided in each case that he 
shall have signed and submitted a written application 
‘for such admission in such form as the Council of the 
Scottish Institute may require containing, all condi- 
tional upon his being admitted — 

(1) a minute of adherence to the rules and bye-laws 
of the Scottish Institute in force at the time of 
admission or which may thereafter from time to 
time be made; 

(ti) an election by the applicant for membership of 
the Scottish Institute to the exclusion of member- 
ship of the English Institute under the provisions 
of the principal scheme; and 

(iii) where appropriate a renunciation for all future 
time of the use of the description of the applicant 
as an Íncorporated Accountant and the designa- 
tory letters PS A A or A.S.A.A., or the descrip- 
tion of the applicant as a Fellow of the 'Scottish 
Institute of Accountants! (which was instituted 
in 1880 and affiliated to the Society in 1899) and 
the designatory letters P.S.I.A. 

(b) Every person who is admitted to membership of 

the Scottish Institute in terms of this scheme shall - 

(i) pay the annual subscription appropriate to his 
membership of the Scottish Institute under the 
rules of the Scottish Institute as from time to 
time in force: provided always that no such 
person admitted to membership of the Scottish 
Institute shall be required to pay any subscrip- 
tion in respect of any period covered by a 
subscription already duly paid by him to the 
Society or to the English Institute as the case 
may be; and 

(11) be entitled to all the rights and privileges, includ- 
ing election to the Council or as an office-bearer 
of the Scottish Institute, and be subject to all the 
obligations of a member of the Scottish Institute 
under the rules and bye-laws of the Scottish 
Institute as from time to time in force. 


Entrance Fees upon Admission to the 
Scottish Institute 


11. (a) In respect of each person admitted to 


membership of the Scottish Institute under this | 
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scheme the Scottish Institute shall be entitled to 
receive an entrance fee of £42, which shall be due 
and payable upon lodgment of the application for 
such admission. 

(5) In the case of each member of the Society 
eligible for such admission in terms of clause 3 (a) 
or clause 3 (6) (ii) of this scheme and of each person 
(who being a member of the Society at the effective 
date) becomes eligible for such admission in terms of 
clause 9 of this scheme the said entrance fee shall be 
paid, after the transfer of the Society’s surplus assets to 
the English Institute in accordance with the provisions 
of the principal scheme, by the English Institute. - 

(c) In the case of each person eligible for such 
admission in terms of clause 3 (5) (1), clause 6 or clause 7 


of this scheme, the said entrance fee shall be paid by. S 


such person, but the Council of the Scottish Institute 
may, in its discretion in any individual case, on being 
satisfied that full payment of the said entrance fee by 
such person would cause hardship, remit any amount 
not exceeding £31 ros od thereof. 

(d) In the case of each person eligible for such 
admission in terms of clause o of this scheme who was 
not a member of the Society at the effective date the 
said entrance fee shall be paid to the extent of 
£31 108 od by such person and to the extent of 
#10 ros od after the transfer of the Society's surplus 
assets to the English Institute in accordance with the 
provisions of the principal scheme, by the English 
Institute, 


^A 


Effect of the Scheme on certain Members ` ——-— 


of the Scottish Institute 


I2. This scheme shall operate as regards each of 
those members of the Scottish Institute who, at the 
effective date, are also members of the Society to 
exclude him for all future time thereafter from using 
the description Incorporated Accountant and the 
designatory letters F.S.A.A. or A.S.A.A., or the 
description Fellow of the Scottish Institute of Account- 
ants and the designatory letters F.S.I.A. 


Powers of the Scottish Institute to Alter it 
Rules and Bye-laws . 

I3. Nothing in this scheme shall be construed as 
limiting the powers of the Scottish Institute in general 
meeting at any time to amend its rules and bye-laws 
in such manner as it may think fit. 


The 'Scottish Institute of Accountants' 
I4. The Society shall procure — 
(a) the passing by the members of its Scottish 


branch of a special resolution for the dissolution 
of the 'Scottish Institute of Accountants! and 


the transfer to the Society of its whole assets; - 


Gf any) and 

- (b) the execution and delivery of an assignation in 
such form and by such parties as the Councils 
of the Scottish Institute, the English Institute, 
and the Society may agree, vesting in the Scottish 
Institute all such rights as the Society and the 
English Institute may be able thereby to transfer 
in the name ‘Scottish. Institute of Accountants’ 
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and in the designation 'Fellow of the Scottish 
Institute of Accountants’ and in the designatory 
letters 'F.S.I.A. 


Effective Date 


15. (a) This scheme shall become effective and shall 
become binding upon the Scottish Institute and the 
Society and their respective members on such date as 
the Councils of the Scottish Institute and the Society 
may agree, being a date on or before which the follow- 
ing conditions shall have been satisfied, namely: 

(i) that the principal scheme shall have been 
approved by the members of the English Insti- 
tute in general meeting, and the charters and 
bye-laws of the English Institute shall have been 
duly amended and (where requisite) such amend- 


hd ments shall have been duly allowed by The Lords 


eg eme 


of Her Majesty's Most Honourable Drive Council 
in such manner as may be required to give effect 
to the principal scheme; 

(ii) that this scheme shall have been approved by the 
members of the Scottish Institute in general 
meeting, and the rules and bye-laws of the 
Scottish Institute shall have been duly amended 
and (where requisite) such amendments shall 
have been duly allowed by The Lords of Her 
Majesty's Most Honourable Privy Council, in 





Each year The Accountant makes two Awards to com- 
panies whose shares are quoted on a recognized stock 
exchange in the United Kingdom, in relation to the 
form and contents of their reports and accounts — 
particular importance being attached to the adequacy 
of the information given and its presentation. 

The 1957 Awards will be made in respect of reports 
and accounts laid before companies in general meeting 
within the year ended December 31st, 1956. Particular 
consideration will be given to the making of an Award 
to a company submitting accounts which do not 
involve the complexity of those of a large group. 

Companies are invited to send, for consideration, 
copies of their reports and accounts (with any chair- 
man's statement circulated to shareholders) to: 

The Secretary, 
The Accountant Annual Awards, 
4 Drapers’ Gardens, 
London, EC2. 

The closing date for the receipt of entries for the 

1957 Awards is January 31st, 1957. 


The Panel of Judges 


Sir Harold Barton, F.c.a., and Mr Thomas Lister, M.A., 
c.A., who have been members of the panel of judges 
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such manner as may be required to give effect to 
this scheme; and 


(iii) that the principal scheme and this scheme shall 
have been approved by the members of the 
Society in general meeting and effective resolu- 
tions of the members of the Society shall have 
been passed for the voluntary winding up of the 
Society and the transfer of its surplus assets to 
the English Institute. 


(b) For the purposes of sub-clause (a) of this clause, 
any resolution of the English Institute or of the 
Scottish Institute or of the Society in general meeting 
which may be required in order to satisfy any of the 
conditions therein mentioned shall be deemed to have 
been duly passed notwithstanding that such resolution 


is or is expressed to be conditional upon the principal , 


scheme or this scheme becoming effective. 
(c) A certificate signed by the Secretary of the 
Scottish Institute and Secretary of the Society duly 


- authorized by their respective Councils that this 


scheme has become effective and as to the date on 

which this scheme became effective shall be conclusive. 
(d) Unless this scheme shall have become effective 

on or before December 31st, 1957, or such later date 

(if any) as the Councils of the Scottish Institute and 

of the Society may agree, it shall be null and void. 
Dated December 5th, 1956. 


Reports of Public Companies 
THE ACCOUNTANT 


ANNUAL AWARDS, 1957 
CLOSING DATE FOR ENTRIES 


since the Awards were instituted in 1954, have now 
retired from the Panel and their places are being taken 
by Mr Donald V. House, F.c.a., a Past President of 
The Institute of Chartered Accountants in England 
and Wales and a member of the Council of the Insti- 
tute, and Mr C. I. R. Hutton, B.A.(OXON), C.A., a Past 
Chairman of the Association of Scottish Chartered 
Accountants in London. : 

The Panel will now be composed of: Mr Montagu 
Gedge, Q.C., Chairman; Mr W. L. Barrows, J.P., F.C.A.; 
Mr Donald V. House, F.C.4.;; Mr C. I. R. Hutton, 
B.A.(OXON), C.A; Lord Latham, J.P., F.A.C.C.A,; Mr 
Bertram Nelson, C.B.E., J.P., F.8.4.4.; Mr G. Tyser; and 
Mr Arthur E. Webb, Editor of The Accountant. 


Winning Companies in Previous Years 


The 1956 Awards were presented last June by Sir 
Cuthbert Ackroyd, Bt., then Lord Mayor of London, 
to Associated Electrical Industries Ltd, and Folland 
Aircraft Ltd. 

In previous years, the Awards were presented to 
Ford Motor Co Ltd and Unilever Ltd, in 1955, and 
to Thos. W. Ward Ltd in 1954. 
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THE INSTITUTE OF CHARTERED 
 ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL MEETING OF MEMBERS 
Bye-law Amendments Approved 


About roo members of The Institute of Chartered 
Accountants in England and Wales attended the 
special meeting held at Beaver Hall, Garlick Hill, 


Cannon Street, London, on January 1oth, to consider : 


proposed amendments to bye-laws 44, 98 and 100; 
the effect of the amendments being to ensure that all 
members of the Institute will have an opportunity of 
voting on the scheme of integration with The Society 
of Incorporated Accountants after the meeting being 
held on February 19th. 

The President, Mr A. S. H. Dicker, M.B.E., F.C.A., 
presided at the meeting, and,he was accompanied on 
the platform by 

Mr W. H. Lawson, C.B.E., F.c.A., Vice-President; Mr 
H. Garton Ash, opp, M.C., F.c.A., Sir Harold Barton, 
F.C.A., Sir Bernhard Binder, F.c.a., Mr D. V. House, F.C.A., 
Sir Harold Howitt, G.B.E., D.8.0., M.C., F.C.A., Sir Thomas 
Robson, M.B.E., F.C.4., Mr Alan S. MacIver, M.C., B.A., 
Secretary, and Messrs C. H. S. Loveday, a.c.a., and F. M. 
Wilkinson, A.C.A., assistant secretaries. 


After it had been agreed to take the notice convening: 


the meeting as read, the President said: 

"Well, gentlemen, it is not necessary for me to say 
anything really, because the explanatory pages of the 
notice in your hands tell you all there is to be told. 
I should just like to stress what is emphasized in the 
third and fourth paragraphs, that the scheme of inte- 
gration is not for discussion today and the only business 
to consider is the resolution set out on page 3. The 
document goes on to explain why the resolution is 
put before you. I will read the resolution out officially 
in a minute but may I just say that (a) is the main 
resolution which moves the period of time in our 
regulations, and (b) and (c) are consequential adjust- 
ments following it. I will now proceed to read out the 
resolution." 


The Resolution 
The President read the resolution, as follows: 


"That (subject to and conditional upon the amendments 
proposed to be effected by this resolution being sub- 
mitted to and allowed by the Lords of Her Majesty’s 
Most Honourable Privy Council) the bye-laws of the 
Institute be amended as follows: 


(a) By adding at the end of bye-law 44 the following 
words: "Provided that for the year 1957 (but not 
for any other year) the annual or additional sub- 
scriptions which under the foregoing provisions of 
this bye-law would become due and payable before 
the first day of April 1957 shall instead become due 
and payable on that date", 


(b) By deleting from the end of bye-law 98 the words 

not later than twenty-one days after the meeting” 

and substituting “on or before the twenty-first 

day after the day on which the said voting papers 
were sent to the members". 


(c) By deleting the first sentence of brein roo and 
substituting “Where a poll has been demanded the 
scrutineers shall meet and examine the voting 


- 


papers not earlier than the twenty-second day and 
not later than the twenty-ninth day after the day 
on which the voting papers were sent to the 
members” and by deleting from the third sentence 
of bye-law 100 the words at “the date of such 
meeting was in arrear with any subscription or 
other sum payable by him under these bye-laws" 
and substituting “by reason of clause 13 of the 
supplemental Charter is not entitled to vote”. 


‘I formally move the resolution and I will ask the 
Vice-President to second.’ 

The Vicz-PnESIDENT: I have pleasure in seconding 
that resolution. 


Discussion 
Mr S. L. T. CRAWFORD: I would like to ask, Mr President, 
why in the first part there is this reference to only 1957 
and I would also like to ask why it is at this very last minute 
that this disfranchisement, administrative difficulties and 
all the inconsistencies, have been found. Í am rather wonder- 


ing whether the Lords of Her Majesty's Most Honourable F 


-Privy Council will not say to us ‘Go back and put your 


bye-laws in order all together. Don't come to us with little 
paltry, pettifogging bits of amendments’. 


The PnzsipENT: Well, sir, I think your first point was mte- 


"why only applicable to 1957'? I thought that was explained 
here; at the top of page 2 it is quite clear, I should have 
thought: ‘The effect of these provisions is that no member 
whose subscription is unpaid on February roth, 1957, 
would be entitled to attend’, etc., ‘or to vote on the poll.’ 
It is not the intention of the Council that this change 
should be effected for all time. But it is to leave no grounds 
whatever for any dissatisfaction to members of the Insti- 
tute — especially those abroad — that they are going to be 
disfranchised because for some reason or other their sub- 
scriptions were not paid within one month efter January rst. 

Your second point was the administrative difficulties. I 
think that follows on exactly: that the administrative diffi- 
culties would be the ones that are coped with in this case; 
and there would be many of them. 


P 


As regards putting the bye-laws in order, the Council, at na 


the moment, have no other bye-laws that they suggest 
should be put in order. 

Mr Crawrorp: In other words, if any further meeting 
is held on a point of importance in the early part of the 
year, we shall still have this disfranchisement and these 
administrative difficulties in future or we shall have to 
have another special meeting and another amendment of 
the bye-laws? 

The PresipenT: You are dealing with something in the 
future which may or may not happen. 

Mr Crawrorp: Which has happened now, sir. 

The PRESIDENT: It has never happened before. If you are 
not very careful, I shall have to stop this because we 8 
be led on to discussing the other matter which we must 


not do. We are working to a very careful time-table over *~- 


the months. Do not forget that we are not the only people 
involved. There are thousands of other people and many 
bodies. This meeting today is merely part of the time- 
table. It does not anticipate anything and we have no 
reason to think that anything will crop up in future like this. 

Mr W. R. ToMkiNsON: I submit with respect that the 
proposal to alter bye-law 44 is incorrect and quite wrong. 
It seérns to me that members of the Institute have a right 


* 
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to vote and they have a duty to pay their subscriptions 
punctually on or before the due date. As I understand it, a 
member who does not bother to pay his subscription and 


æ therefore fails, I suggest, in his duty, is not entitled to vote 


and you are making a special exception on this point, in his 
favour. I do not think it is right if a member cannot be 
bothered to pay his subscription. I think this resolution 
ought to be opposed and defeated. ; 

Mr RoNALD WonLow: I want to say, and I am sure I am 
speaking on behalf of a large body of members of the 
Institute some of whom cannot be here, that we are entirely 
behind the Council in what they. are doing and realize what 
a great administrative task this is. I think it entirely wrong 
to come here and bring up pin-pricking points. 

Obviously, you must have something like this. You 
yourself, sir, have pointed out that there are people who 
are abroad - in Singapore and Hong Kong - whose sub- 


|i, SCriptions may not get here in time through some difficulty 


of the bankers or the agents. Surely in all fairness we must 
look.to the interests of the minority, which you are doing, 
and not think only, shall I say, of some of the ‘goats’ who 
may be amongst us in the City of London or within our 
island kingdom. 

I emphasize that I am sure you have the whole body of 
the Institute that matters, behind you, and as far as I am 
concerned I will do all I can to support it. (Hear, hear.) 

Mr T. H. Noor: I think the first speaker did have a 


point: I do not think that has been altogether satisfactorily 
cleared up. 

You say we have no reason to anticipate that the same 
sort of thing wil happen in future. Now that is a very 
nice assurance but I am not too happy about it because I 
do not think we have ever had explained to us— and I 
certainly have not when I wrote to the Council about it — 
why this thing was done at such short notice and at such an 
inconvenient time of the year when there was such a thing 
as the Christmas postal rush. I saw my circular about this 
thing after it was announced in the Press. T'he first an- 
nouncement I saw was in The Daily Telegraph which came 
out with a quite flat-footed statement as if it were an accom- 

lished fact that we were about to amalgamate with the 
ociety. 

‘The Presipent: I must call you to order. You should not 
be speaking of integration. 

Mr Noor: I am not, but on the resolution befort us and 
on the first speaker’s point, and on that you say this is not 
likely to occur again. I think it is likely to occur again. 
I admit it is too late, probably, to put up an alternative 
resolution but I feel that the views of a lot of members 
should be aired on this sudden bolt from the blue. 

The Presipent: I will now put the motion before you. 

Will those in favour of the resolution please hold uj 
their hands? Those against? That is carried with only 
three dissentients. Thank you. That concludes the business. 


Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


The following is a list of Associates elected to Fellow- 


ship at the Council meeting held on January 2nd, 

1957, who completed their Fellowship before January 

I5th, 1957. 

Apple, Maurice; 1951, A.C.A.; (Sherman, Apple & Co), 
79 St Martin's Lane, London, WC2a. 

Bice, Gerald Luke; 1940, A.C.A.; (*James, Christie & Co), 
The Mansion House, Princes Street, Truro, Cornwall; 
also at Falmouth (Christie, Winn & Co) and Newquay 
(Christie, Hulbert & Co). 

Bragg, Arthur George; 1940, A.C.A.; (Flint & Thompson), 
63 Temple Row, Birmingham, 2. 

Chappell, Jack Royston; 1950, A.C.A.; (Saunter, Chappell 
& Co), 57 High Road, Ilford, Essex, and at London. 

. Dennington, John; 1951, A.C.A.; (Hartley, Keen & Co), 
77-79 High Street, Southend-on-Sea. 

de Paula, Frederic Clive, T.D.; 1940, A.C.A; (*Robson, 
Morrow & Co), 14 Figtree Lane, Sheffield, 1, and at 
Birmingham, Glasgow, London and New Delhi. 

Evans, Barton Edward; 1951, A.C.A; (*Ivor E. Evans, 
Son & Co), Bank Buildings, 1, 2 & 3 Taff Street, Ponty- 
pridd, and at Aberdare. 

Garner, Norman William; 1935, A.C.A.; (H. R. M. Newton 
& Garner) Barclays Bank Chambers, Finsbury Park, 
London, N4. 

Gidley-Kitchin, Greville Courtenay Bartholomew; 1950, 
A.C.A.; (Copper Brothers & Co), 14 George Street, 
Mansion House, London, EC4, and at Liverpool. 

Goldwyn, Leslie; 1951, A.C.A.; (Goldwyn Bros & Co), 

a SC Temple Chambers, Temple Avenue, London, 


Green, Max David; 1950, A.C.A.; (M. D. Green & Co), 
9 Gray’s Inn Square, Gray’s Inn, London, WC1, and 
at Southgate. 


* against the name of a firm indicates that the firm is not 
wholly composed of members of one or the other of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. - si l 


Hewitt, Ian, D.F.C.; 1948, A.C.A.; (A. J. Downs & Co) and 
(J. Geoffrey Hanwell & Co), Parliament House, Parlia- 
ment Street, Hull; also at Beverley and Grimsby (A. J. 
Downs & Co). 

Hopkinson, Graham Douglas; rọ5ọ, A.C.A; (Fisher, 
Hopkinson & Co) 2B Wake Green Road, Moseley, 
Birmingham, 13, and (Dixon, Hopkinson & Co) and 
(Jas. M. McIntosh & Sons), 154 Steelhouse Lane, 
Birmingham, 4; also at Walsall (Whitehouse, Hopkinson 
& Co) and West Bromwich (Dixon, Hopkinson & Co). 

Jacobs, Elliott Norman; 1951, A.C.A; (Elliott, Adrian, 
Jacobs & Co), Haymarket Court, 31-32 Haymarket, 
London, SWir. l 

Jordan, Peter George; 1950, A.C.A; (Frank Downing & 
Co), 1-3 Rectory Chambers, 24 Norfolk Row, Sheffield, 1. 

Lister, Bernard; 1950, A.C.A.; (Bernard Lister & Co), 
Oriental Chambers, Station Road, Doncaster. 

O'Callaghan, Clement Loveridge; 1942, A.C.A.; ({Hubbart, 
Durose & Pain), 18 Park Row, Nottingham. 

Pollard, John; 1939, A.C.A.; (*Mark Banus, Pollard & Co), 
4 Broad Street Place; London, Ca 

Radford, Edward Arthur; 1926, A.C.A.; (*Radford & 
Sergeant), Cambridge House, Commercial Road, Woking, 
and at Aldershot. 

Sergeant, Alan Frederick; 1949, A.C.A.; (Alexander, 
Sagar & Co), 31 Clarendon Road, Leeds, 2. 

Storey, Ivor Charles; 1947, A.C.A.; (Vasey, Oliver & Co), 
3 Westoe Village, South Shields. 

Wilkes, Albert Ronald; 1943, A.C.A.; (*Yates, Lockett & 
Co), 82-83 Walsall Street, Willenhall, Staffs. 

Winter, John Douglas; 1948, A.C.A.; (J. D. Winter & Co), 
5—7 Bridgegate, Retford, and at Worksop. 

Young, Harold James; 1920, A.C.A.; (*Maurice E. Bulley 
& Co), 30 Midgate, Peterborough, and at Oundle; also 


+ against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is 
composed wholly of chartered accountants who are members 
of one or the other of the three Institutes of chartered 
accountants in Great Britain and Ireland. 


Firms not marked T or * are composed wholly of members 
of the Institute. . 
E 
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. at London (*Bowmman, Bulley, Young & Co) and Spalding 
(*Aitken, Bulley & Co).- 


(Not in England or Wales) 
Pollard, George Bayley; 1929, A.C.A.; (*Price Waterhouse 
& Co), Talstrasse 9, Zurich; for other towns see *Price 
Waterhouse & Co (European firms 


PERSONAL 


Messrs Harmoop BANNER, Lewis &  MOUNSEY, 
Chartered Accountants, of Liverpool and London, 
announce with deep regret the death on January 2nd 
of their senior partner, Mr GEORGE LEATHER, F.C.A. 


Messrs AITKEN & Ramsay, Chartered Accountants, 
announce that as from December 27th, 1956, their 
address’ has been changed from 65 Bath Street, 
Glasgow, C2, to 135 Wellington Street, Glasgow, C2. 
They also announce that as from January ist, 1957, 
Mr JOHN ALEXANDER WALKER, CA, and Mr THOMAS 
WILSON DONALD, C.A., two of the partners of Messrs 
WYLE & BISSET, Chartered Accountants, nave been 
assumed as partners in the firm. 


Messrs WRIGHT & WESTHEAD, Chartered Account- 
ants, of Stafford and Wolverhampton, announce that 
they have admitted to partnership Mr Brian THOMAS 
WESTHEAD, A.C.A. Mr WESTHEAD is a son of the present 
senior partner, Mr W. H. WESTHEAD, F.c.A., and a 
grandson of the late Alderman THOMAS WESTHEAD, 
F.C.A., one of the founders of the firm. The style of 
the firm will remain unchanged. 


Messrs F. E. O. Davs, F.c.a., and H. E. F. BEHR, 
A.C.A., A.C.W.A., hitherto practising under the style of 
F. E. O. Daves & Co, at Savoy House, Inez Terrace, 
Stanley Avenue, Salisbury, Southern Rhodesia, 
announce that as from January rst, 1957, the name of 
the firm has been changed to Davies, Beur & Co. 


Messrs CASSLETON ELLIOTT & Co, of 4 and 6 Throg- 
morton Avenue, London, EC2, announce with regret 
that in order to curtail his professional commitments, 
Mr Epwarp CASSLETON ELLIOTT, C.B.E., F.S.A.A., the 
founder of the firm, retired from the London partner- 
ship on December 31st, 1956. The name of the firm 
will remain unchanged. Mr CassLETON ELLIOTT will be 
available to the firm in a consultative capacity in con- 
nection with the affairs of its clients and will also retain 
certain personal appointments. 


Messrs Cuas. O. NicHOLSON & Co, Incorporated 
Accountants, of 66 John Street, Sunderland, announce 
that Mr F. R. CLARKE, A.S.A.A., Who has been their 
managing clerk for a number of years, has been 
admitted into partnership as from January ist, 1957. 
The name of the firm remains unchanged. 


Messrs Gorr, GOLD & Co, of National Bank House, 
101/103 Baker Street, London, Wir, announce that 
Mr H. I. Jacoss, ¥.c.A., F.T.LL., retired from the 
partnership on January 7th, 1957. The practice will be 
continued by Mr Groups GOLD, A.8.4.4., and Mr G. 
Davin LEIGH, F.A.C.C.A., F.T.LI., at the same address. 
They announce also the change of their telephone 
number to Hunter 0652/3/4. 


Messrs LesLIE MELVILLE & Co announce that as 
from Monday, January 7th, they have removed from 
7 Great James Street, London, WC1, to new and 
larger offices at Winchester House, I9 Bedford. in 
London, WC. Telephone: Holborn 3211. 
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Mzssns Harry M. BRAND & Co, Certified Account- 
ants, of Doric House, 22 Charing Cross Road, London, 
WC2, and 21 Park Street, Chatteris, Cambs, announce a 
that Mr D. LINCOLN, F.A.C.C.A., has retired from the- ^7 
partnership as from December 18th, 1956. The prac- 
tice will be continued by the remaining partners and 
the style of the firm will remain unchanged. 


PROFESSIONAL NOTES 


Mr Ian T. Morrow, C.A., F.C.W.A., formerly joint 
managing director of The Brush Group Ltd, has been 
appointed managing director of the Group. 

Mr K. A. E. Moore, F.c.a., has been appointed a 
director of Hovis Ltd. 

Mr Charles A. Hewett, F.a.c.c.a., formerly chief a 
accountant of William Whiteley Ltd, has been 
appointed secretary of the company as from Janu- 


ary ist. 


OBITUARY 
REGINALD CHARLES BROMHEAD, F.C.A. 


We have learned with regret of the death at the age of 
73, after a short iliness, of Mr Reginald Charles 
Bromhead, F.c.a., of London. 

Mr Bromhead was admitted an Associate of Oe 
Institute in 1909 and elected a Fellow in 1920. Edu- 
cated at Whitgift School and abroad, he was a prizeman 
of the London Students' Society. 

Mr Bromhead, who was in practice up to the time 
of his death, as well as being a director of a number 


of companies, had devoted a very large part of his—4—- 


time for the last thirty years to charitable work. He 
was a founder of the Cinematograph Trade Benevolent 
Fund and had been chairman of the Fund for over 
thirty years and president for the past twenty years. 
In this connection he organized the annual Royal Film 
Show and received Her Majesty the Queen on these 
Occasions. i 

Mr Bromhead was chairman of J. Weiner Ltd and 
his directorships included Moss Empires Ltd, Rhode- 
sian Corporation Ltd, and Oceana Development 
Co Ltd. 


CHARTERED AUCTIONEERS’ AND T". 
ESTATE AGENTS' INSTITUTE Ss, 


CHARTERED ACCOUNTANT TO BE APPOINTED SECRETARY 


Mr R. S. Borner, v.R.D., A.c.A., will become secretary 
of the Chartered Auctioneers’ and Estate Agents’ 
Institute in October next, when the present secretary, 
Mr F. C. Hawkes, opp, retires. 

Mr Borner, who was admitted an Associate of the 
Institute in 1936, has been secretary of the Land 
Agents’ Society since September 1947. From 1936 to 
1946, with the exception of the war years, he was with 
Messrs Peat, Marwick, Mitchell & Co. 


LONDON AND DISTRICT SOCIETY OF ~*~ 
CHARTERED ACCOUNTANTS , 


A luncheon meeting of the London and District 
Society of Chartered Accountants will be held next 
Monday at the Connaught Rooms, Great Queen 
Street, London, WC2, at 12.30 for 1 p.m. 

The guest speaker will be The Very Rev. A. C. Don, 
K.C.V.O., D.D., Dean of Westminster. 


-j 


i. 
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THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


DINNER PARTY AT House op COMMONS 


The President of The Institute of Cost and Works 
Accountants, Mr Ian T. Morrow, C.A., F.C.W.A., gave 
a dinner party at the House of Commons (by courtesy 
of Sir William Steward, M.P.) last Tuesday. The 
company totalled 104, composed of The Rt. Hon. The 
Lord Mayor of London, Col. and Alderman Sir Cullum 
Welch, o.B.E., M.C., the Rt. Hon. Sir Walter Monckton, 
K.C.M.G., K.C.V.O., M.C., Q.C., M.P., and: - 


Sir Frederick Alban, e B.E., LL.D., J-P., Mr B. Bancroft, 
F.C.W.A., Professor W. T. Baxter, B.COM., C.A., Mrs Helen C. 
Bentwich, J.-P., Messrs Stanley J. D. Berger, M.C., E 
james Borsa an F.C.W.A., Sir Eric Bowyer, K.C.B., EB. E., 
Edward Boyle, Bart., M. P., Sir John Braithwaite, Sie Coe 
Briggs, Mr E. F, Brown, F.C.W.A., the Rt. Rev. and Rt. Hon. 
H. Montgomery Campbell, M.c., D.D., Messrs L. F. 
Cheyney, F.I.M.T.A., F.S.A.A., F. Cleland, F.c.A., A. D. 
Coventry, A.C.A., F.C.W.A., J. Cowen, Tan A. F. Craig, O.B.E., 
B.A., Aidan Crawley, M.B.E., Sir Graham Cunningham, 
K.B.E., LL.B. ] 

Messrs R. Davson, F.C.A., Thomas Degenhardt, M.A., 
A.C.1.8., A. S. H. Dicker, M.B.E., F.c.A., W. Coutts Donald; 
C.A., F.C.W.A., Roland Dunkerley, J.P., F.C;W.A., Derek 
du Pré, W. A. Eastwood, F.c.w.a., G. C. R. Eley, C.B.E., 
E. Emmerson, F.S.A.A., F.C.W.A., Cuthbert Fitzherbert, Sir 
Archibald Forbes, c.a., Mr H. J. Furness, F.C.W.A., 
Alderman Sir Harold Gillett, M.C., F.C.A, Mr Mervyn 
Griffith-Jones, M.C. 

The Rt. Hon. W. Glenvil Hall, P.C., M.P., Messrs E. W. 
Hancock, M.B.E., W. E. Harrison, F.C.W.A., Sir Graham 
Hayman, Sir Edwin Herbert, Mr F. M. W. Hird, A.C.A., 


an. F.C.W.A., Alderman and Sheriff F. A. Hoare, Messrs À. D. B. 


€ 


D 


Hope, L. P. Hose, J. Howard, F.c.a., M.P., Sir Harold 
Howitt, G.B.E., D.8.0., M.C., D.C.L., J.P., "SOA Lieut-Gen. 
Sir Thomas Hutton, K.C. I.E., C.B., M.C., Sir Norman 
Kipping, J.P., Messrs J. Latham, C.B.E., A.C.A., J. C. Latham, 
D.L., F.A.C.C.A., F.8.A.A., the Rt. Hon. The Lord Latham, 
J.P., 'F.A.C.C.A., Professor J. J. Lawlor, M.a., Messrs E. H. C. 
Leather, M.P., F. Livock. 

. Messrs E. H. V. McDougall, G. T. McDuff, F.c.w.a.; 
J. S. McLauchlan, F.c.w.a., Sir Roger Makins, G.C.M.G., 
K.C.B., Mr A. C. S. Meynell, F.a.c.c.a., Sheriff Sir James 
Miller, LL.D., Messrs L. W. Millett, p.F.c., A. W. Muse, 
F.A.C.C.A., F.C.W.A., Sir Cyril Musgrave, K.C.B., Messrs 
D. Needham, F.c.w.a., George Nicholson, F.C.W.A., Sir 
John Nott-Bower, K.c.v.o., Messrs W. Stuart Orr, F.C.A., 
F. Cameron Osbourn, M.B. E. B.A., LL.B. 

"Messrs C. E. Power, A.C.A., F.C.W.A., P. E. Randall, 
A.C.W.A., Monsieur Francois Richard, Mr W. S. Risk, 
B.COM., C.A., F.C.W.A., Messrs Lawrence W. Robson, F.C.A., 
F.C.W.A., F. W. H. Saunders, F.c.w.a., Councillor R. H. 
Sharp, J.P., Messrs F. Simmonds, F.c.w.A., E. Sinnott, 
F.I.M.T.A., F.S.A.A., Col. Sir Harold Smith, K.B.E., D.L., 
Messrs Harold Smith, F.c.w.a., J. Stafford, C.B., M.A., 

Ronald Staples, Geoffrey Stevens, F.C.A., M.P. G. C. Stone, 
F.C.W.A., C. E. Sutton, A.8.A.A., F.C.W.A. 

Col. T. Hulme Taylor, opp, Alderman Sir Denis 
Truscott, T.D., Messrs S. C. Tyrrell, F.C.W.A., K. A. 
Usherwood, M.A., A.8.A., F.S.8., F.I.A., G. T. Verrall, M.A., 
E. G. Wallace, Arthur E. Webb, Col. and Alderman Sir 
Cullum Welch, ong, M.C., Messrs William Wells, Q.C., 
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M.P., Francis Whitmore, G. S. Whitson, M.A., C.A., F.C.W.A., 
l R. 


B. Williams- 
P. Wilson, 
Woodford, 


Sir Thomas Williamson, C.B.E., Messrs 
Thompson, H. Wilmot, C.B.&, F.C.W.A., J. 
F.C.W.A,, M. Wilson, M.B.E., W. F, 5. 
Frank L. Wright, Col. A. E. Young, C.M.G. 

Mr Morrow welcomed the guests and Sir Walter 
Monckton expressed their appreciation. À toast to the 
President was proposed by the Lord Mayor. ‘There 
were no formal speeches. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m., at the Institute: Lecture on "T'ake-over 
bids’, by Mr Russell L. Tillett, F.c.4. Chairman: Sir 
Thomas Robson, M.B.E., M.A., F.C.A., Vice-President of 
the Students' Society. 


6.15 p.m., at Luton: Lecture on ‘Auditing case law and B 


the auditor's liability’. 

Tuesday, 5.30 p.m., at the Institute: Post-Intermediate 
" course lecture on E g price levels and accounting - 
the balance sheet’, rofessor W. T. Baxter, B.COM., 

C.A., Professor of KE .University of London.. 

Thursday: Visit to the Midland. Bank (limited numbers). 

5.15 p.m., at the Institute: Introductory course lecture on 
‘The fundamentals of accountancy’, by Mr R. J. Carter, 
B.COM., F.C.A. 

Chess match v. The Insurance Chess Club. 

Mies 5.I5 p.m., at the Institute: Introductory course 
lectures on (i) ‘The functions and form of the profit and 
loss account and the balance sheet’, by Mr R. J. Carter, 
B.COM., F.C.A., and (ii) "I'he English judicial system (IIP, 
by Mr P. W. Medd, Barrister-at-Law. 


INSTITUTE OF ACTUARIES 


An ordinary general meeting of the Institute of 
Actuaries will be held in Staple Inn Hall, on Monday, 
January 28th, at 5 p.m., when a paper by Mr R. S. 
Skerman, F.1.A., entitled “The application of actuarial 
principles to the transaction of.overseas life business' 
will be submitted. 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 


"What do Christians really believe' will be the subject 
of a talk by the Rev. George B. Duncan, M.A., Vicar 
of Christ Church, Cockfosters, at 6 p.m., on Friday 
next, at Incorporated Accountants’ Hall, Victoria 
Embankment, WCz. After the meeting there will be a 
short discussion for students on the teaching of the 
Bible in relation to points in the address. 


DIAMOND JUBILEE 
The note referring to the sixtieth anniversary of 
Messrs Ernest Francis & Son, Chartered Accountants, 
of Reading, in our last issue was headed ‘Firm’s 
Golden Jubilee’; this should, of course, have read 
‘Firm’s Diamond Jubilee’. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 
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Results of Examinations held in November 1956 


FINAL EXAMINATION Parts I and II 
Honours Candidates (3) 


First Certificate o Merit and a 
Sir James Martin Memorial Prize 


Webb, Victor Robert (with Oliver Lusher & Co), Newmarket. 


Second Certi of Merit and a 
. Sir James Martin Memorial Prize 


Lewini; Joseph Norman (Ministry of Housing & Local Govern- 
ment), London, 


Third Certificate Merit and a 
Sir James Martin Memorial Prize 


Savage, Paul Stephen Gladstone i Baldwin & Son), Brighton. 


Aldershot 
* Scott, A. G. (Borough Treasurers > Department), 


Aylesbury 

Bawden, R. C. (County Treasurers Department). 
Bath . 

Pearce, D. S. (with French, Foster & Co). 


B 
Finegan, E: G. PE with dees e & Co). 
Smyth, D. (with H. V. Kirk, Palm 


ek 
Boulter, R. E. (with Masse vo sd Leone 
Shaw, M. S. (with Price Waterhou Co). 
Wadsworth, R. (with Thomson McLintock & Co). 


Blackburn 
Devoy, B. P. (with Francis E. Smith). 


Bolton 
Trevena, F. D. (with J. H. Waring & Co). 


Bournemouth ; 
Threlfall, J. R. (with Hibberd, Bull & Johnson). 


Bradford 

Clarke, V. C. (with Smith & Hayward). 

.. Ostick, K. (with Rawlinson, Ee & Mitchell). 

_ Pearson, J. R. (with Sharp & Shackleton). 
Punt, A (with Rawlinson, Greaves & Mitchell). 
Tesseyman, R. (with Richards, Russam & Co). 
'Thomas, M. (with Armitage & Norton). 


Brighton 
Harmer, M. T. (with Spain Bros., Dalling & Co). 
Sao A. H. (with Liew Sharp & Clarke). 
Wilby, G. W. (with Carpenter, Arnold & ae; 


Bristol . 
Bevan, P. D. (with Hudson, Smith, Briggs & Co). 
Mounter, S. À. (with C. J. Ryland & Gei 
Seaman, R. K., p.sc. (with C. J. Ryland & Co). 


Calcutta 
eed rn A. C., B.COM. (formerly with S. H Batliboi & Co), 


Chaudhuri, B. R. (formerly with D. P. Chatterjee & Co). 


Das, B. KL, w.A.(COM.) Comey TER S. K. Basu & Co). 
Ghosh, B., B.COM. (formerly with P. N. Mukerjea & e 
Ghosh, R. K. (with P. K. hosh & Co). 


Cardiff 
Braddick, R. (with Richard Davies & Co). 
Davies, W. C. (with H. C. Hopkin). 


15) | 
Singleton, M. H. T. (with W. G. & D. G. Evans). 
'I renchard, B. M., B.A. (with Ross, Jones & Co). 


Chelmsford 
Reeve, G. A. (with Maygr, Cuttle & Co). 


Chester 
Williams, F. D. (with Walter Baird & Co). . 


Chesterfield 
Wilson, J. G. (with Saml. Edwd. Short & Co). 


Colombo 
Martin, J. E. D. (with Wijeyeratne & Co). ` 


Derby E 
Haywood, A. (County 'T'reasurer's Department). 


Doncaster 
: Higginbottom, A. (with Watson, Rien Ser & Sharp). 
Leesing, B. (with À. E. Smith, Craven & Co). 


Dorchester 
Read, D. J. (with Edwards & Edwards). 
Stainer, J : (with Edwards & Edwards). 


Dublin 
Gilroy, D. P. D. (with Purtill & Co). 
McDermott, B. G. A. Aia: Craig, Gardner & Co). 
Molloy, W. D. (formerly with Purtill & Co). 
Mulligan, D. J. F., M.A., BOOM. (with S. A. Cloonan). 
Mullins, J. P. (formerly ‘with Phelan & Prescott). 
Mulvany, G. J. P. (with R. G. McHugh & Co). 


Pasley, B. J. O., B.A., B.COM. (with Cooper & enny). 
Edinburgh 
Coghill, E. B. (with Howden & Molleson). 
Falmouth 
Lomax, E. (with Lodge & Winter). 
Fareham 
Lever, R. S. (with K. J. Riley). 
Farnham ene 
Harris, P. ( R H. Hackett € Co). ~ 


"a ! 
Palmer, G. L. (with Geo. C. Murray & Co). 


Grays ` 
Boughtwood, R. D. (with Rowland Hall & Co). 
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Grimsby 


Carter, R. (with Skaith, Beeson & Co). 


Harrogate 
SM Georgeson, C. (with Learoyd &-Longbottom). 


ei 


Harrow 
Tovell, J. R. (Borough Treasurer’s Department). 


Hove 


Jarvis, R. C. (with Russell, Fleming, Boys & Co). 


Huddersfield 


Owen, G. F. (with Wheawill & Sudworth). 
Stead, G. (with Wheawill & Sudworth). 


Hull 


| d 


Holmes, T. E (with D. M. Jones & Co). 
Jackson, Wi . (with Dutton, Moore & Co). 
arratt, P. G . (with Tranmer, Raine & Jarratt), 
, R. H. - (with Scotter & Co). 
Mar md . (with ey Harris & Co). 
Stockton, G , (with S Holtby & Gray). 


Ketghley 
e W. J. (with Bottomley & Smith). 


Robinson, J. R. (with Thornton & Stanley). 


e endi T. vm 
Suttill, R. (with Smith & Garton 


Leicester 


Pm — 


- 


A 


Allibone, R. H. (with Thomas May & Co). 
Chambers, H. N. (with R. Garn 
Cooklin, H. 


). 
Kendall, wi ith Newby, Dove & Rhodes). 
with Baker Bros Halford & Co). 


Las 
Lamper, S. (with James Bennett & Son). 


H 


W. H. (with Cooper Brothers & Co). 
ud M., B.com. (with B. Nagley & Co). 
Hanley, M. (with Satterthwaite & Pomfret). 


An London 


` Cuckow, C. L. (wi Reeves & Ro 


ayhew & Co). 
with Alfred Wright & Co). 


(with. Monkhouse, Stoneham & WEN 


ling & Co). 
Berg, I SE Rothenburg & Noble). 
Berman, N. decr with M. Britz & Co). 
with E Reeve & Co). 
B. (Board of Inland Revenue). 
B. (with Button, Stevens & Witty). 
C. (with Turquand, Youngs & Co). 

Cheriton, A. A. put Ei Gei Viney & Childs). 
Churchman, T "Bod ellows & Ca 
Colab, M. K., 5.4. with th Rew te ing & Co 
well). 
TE A. J. (with Walter J. Smith & Son). 

ar e F. B. (with Futcher, Head, Smith & Co). 
Darko, S. W. A. (with Casaleton Elliott & Co). 

D'Eath, J. T. (with A. F. Huntley & Co). 

Denman, P. L. (with Lovegrove, Prager & Co). 
Devaney, A. J . (with Wright, Fairbrother & Steef). 
Donald, R, (with Wildash & Co). 
Du J. (with Alfred Harris & Trotter). 
Duneli, E. J. (with Wilkins, Hassell & Co). 


Emms, R. J. (with Alfred Laban, Son & Co). 


, B.SC.(ECON.) (with Cassleton SE & Co). 


“Stride, T. G. 
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Evans, J. W. (with Roth, Manby & Co). 

Ferry, C. R with Armitage & Norton 

S (with West, Wake, Price & Co) 
x (with Howard, Howes & Co 


A. ). 
CU 'G. M. (with Peat, Marwick, Mitchell & Co). 
Ge e th 
-Strutt, F. C. (wi 
ATH T. Harper & Co). 
Haskey 


Helm, SCH V. (with Henry White & Co). 
Hicks, R. D. (with Vin iney, | Price & Goodyear). 
Hinderer, A. A. (with ander B. Neil & 
Hutchinson-Russell, A. J. (Borough T 
Wandsworth). 

Kesel, H. M. (with Leonard Curtis & Co). 
Kettle, K. L. (with Weavers & Co). 
ae (with Farrow, Bersey, Gain, Vincent & Co). 

V ps Deloitte, Plender, Griffiths & Co). 
Lejewski J.T . (with Barton, Mayhew & Co). 
Levene, L. J. (with Lawrence Fink & Co). 
Levy, ei F. Sharles & Co). ? 
Long, R. (with Clifford Towers, "Temple & Co). 
Loveprove, y A. (with Rooke, Holt & Co). 
MEE . I. (with Hou Fleming & Murray). 
McGuire, E (with Moore, Stephens A. & Co). 
McLoughlin, V. (with E. Goldsmith & Co). 
Melhuish, P. J. (with Handi & Ee 
Melhuish- Hancock, D. C. (with Osborne, Ward & Co). 
Miller, E. rs Gollop, Kendler & White te). : 
Muir, J. D. (formerly with Price Waterhouse & rae 
Nendick, N. A.C. (with Allen, Baldry, EGY & ) 
Newcombe, C. J. (with H. A. Merchant & Co 


s Department, 


Noble, A zb (with Spicer & Pegler). 
Pearcy, R. D. (with Shipley, Blackburn, Sutton & Co). 
Pettit, R. e (ith Allen, Attfield & Co). 


Phillips, R , K. (with Sidford & Keen). 
Powderham, G. E. (formerly with Rawlinson & Hunter). 
Read, D. R. (with Viney, Price & Good ). 


Richards, . A. (with Evans, Peirson & ^ 

Risby, J. i Allen, Baldry, Holman & Best). 
Rogers, E v . (with Milne, Gregg & Turnbull 
Sapper, P M, (Board of Trade), 

Schwier, G. C. (with Ten aug: & Co). 
Skyling, 'T. E. (with Ford, Rh en & Co). 
Smith, B. AR (with Brown, P & & Tille 

Smith, G. N, (with Clarkson, Hyde & 


Steward, L. C. (with T. L. Theobald & Son). 

Stone, H. M. ik Brown, Fleming & Murray). 
with Moore, Stephens & Co). 

Suggett, B., B.COM. WE Eric Phillips & Co). 

Tann, K. E. (with Dixon, ae Wright & Co). 

Taylor, R. (with Brebner, “Allen & Trapp) 

erk, I. S. (with Hesketh ardy, Hirshfield & Co) 


Van Nieu 
wushan D P6 (with Percy H. Walters). 
(with Farrow, Be Vincent & Co). 
Wa D. (with Rawlinson & int). 
Westlake, M E (with Pawle 


e x e el 

White, G. D. nonum with RE ibberd Bull & Langton). 
Williams, A H. (with Cash, Stone & Co). 

Wimpress, F. N. (with de Paula, Turner, Lake & Co). 
Wysoki, J. M., e com. (with McClelland, Ker & Co). 
Yates-Mercer, G . L. (with Ogden, Hibberd Bull & Langton). 


Luton 


Oskley, R. J. (with Mitchell & Plummer). 


Macclesfield 
Deakin, G. (with Bown, Lloyd & Co). 
Manchester 


Blundell, A. (with Alfred Nixon, Son & Turner). 
Bolas. B. (with Shuttleworth & Haworth). 


Cassidy, J. (with Wilson, Martin, Clarke & Co). 
Cryan, D D. G. (with Alfred Brown & Co). 
Farre M. (with G. G. Jackson). 


Hine, R. enk Wilson, Martin, Clarke & Co). 
Kendall, K. A. (with Harry L. Price & Co). 

Lawton, b (formerly with Alfred G. Deacon & Co). 
Walsh, P. J. (with Deloitte, Plender, Griffiths & Co). 
Wood, F. (with Crofts & Naylor). 


Middlesbrough 


N 


Barker, T. (with L. C. Bye). 


etocastle (Staffs) -- l 
Shegratt, C. J. (with A. Ewart Turner & Co). 
e ` * 
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Newcastle up 
Alsop, d W. ith Price Waterhouse & Co). 


Northampton 
Clarke, G. M. (with F. Roberts & Co). 
A D. J. (with Baker & Co). 
Weiss, A. M. (with Kilby & Fox). 


Norwich 
hs Te W. (with H. P. Gould & Son). 
Cooper, E. H. E. (with H. P. Gould & Son). 
Harvey, D. R. (with Holmes & Halford). 


Nottingham 
ANE Ne (City Treasurers Department). 
Liebling, S Shot 'Taft, Baldock & Winstanley). 
Robinson, N. A. (with Sharp, Betts & Co), 


. Salt, M. R. (with F. Stokes & Ricks). 
Taylor, D. (with Chamberlain & Merchant). 


Oldham 
Hall, I. E. (with Samuel Slater & Sons). 
Hart, D. (with F. G. Schofield & Son). 


Oswestry 
Lister, H. G. (with Garner Pugh & Sinclair), 
Ox 


ford 
, Rodgers, K. (with Thornton & Thornton), 
Walters, I. (with ‘Thornton & Thornton). 


Oxted.’ 

Bull, B. R. (with Taylor, Harman & Co). 
Pensance 

Stephens, G. R. (with Whitaker & Redfearn). 
Pe h 

Knott, f. A. (with Denis Rawlinson & Co). 
Pinner 

Lock, G. A. W. (with John R. Norman & Co). 
Portadown 

Davison, J. I. (with Rocke, Hall & Co). 


Portsmouth 
SE R. S. (formerly with Edmonds & Co). 
Nod . E. (with Cartwright, Pyke & Co). 


dan d j ir H 
Nicho J. META & Freeman). 


Reading ` 
Isaacs, S. I. (with Auerbach, uus & Co). 


Salisbury 
Gould, D. R. (City 'Treasurer's Deparenenty 


Scarborough 
Baker, E. (with F. L. Gardiner & Co). 


Ki 


epworth, H. D. (with Kirkman, Manning & Kay). 


Mitchell, E. (with T. G. Shuttleworth & Son). 
Whyte, W. S. (with ] oshua Wortley & Sons). 


Shi 
Hodgson, F. W. (with Winfield, Stead & Co). 


Shrew 
Birch, T. P. (with Harper, Kent & Wheeler). 
Murcott, R. B. (with Harper, Kent & Wheeler). 


Skegness ' 
Ryding, A. (with Mountain, Jessap & Co). 
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Southampton 
Bailey, D. B. (with Woolley & Waldron). 


Southend-on-Sea 

Robinson, J. R. (with Porter, Manning & Co), , 
Ste ord 

osey, D., B.sc. (County Treasurer’ 8 Department). 

Stockport 

Downs, B. (with Ford & Rimington). 
Stoke-on- Tren 

Hibbert, H. "ith Donald Hs Bates & Co). 
Sunderland 

Dorn B. m. (with T. C. Squance & Ge 

Kirby, R. H. (with Bolton, Wawn & Co). 

Leonard, J. B. (with Laverick, Walton & Co). 
Surbiton 


Cheesman, F. K. J. (with F. Alexander Simpson). 
Swansea . f 

Williams, R. (with Deloitte, Plender, Griffiths & Co). 
Truro 

'Trebilcock, F. (with Lodge & Winter). 


Tunbridge Wells 
Ogden, A. J. (with , Terry & Swindells). - 
Penfold, W. S. (with Creasey, Son & Wickenden). 
Fuller, G. (with Kitson, Hardy & Sharpe). 


Walsall 
Daniels, F. A. (with Walter J. Edwards & Co). 


de dice 


eevy, J. i: (with W. A. Deevy & Co). l 
o "Donnell, B , (with s R. Chambers, Halley & Co). 


Wembley . 
Widger, J. C. (with H. C. Banting). 
West pisi he 
E. (formerly Treasurer’s Department). | 
West Proua 
Cousen, B. (Borough Treasurer’s Department). 
Worley (Miss), K. M. (with Dixon, Hopkinson & Co). 


West Hartlepool 
Perryman, F. D., B.COM. (formerly with Frenk S. Perryman). 


Wolverhampton 
Sanders, G. B. (with H. Davies & Co). 


Workington 

Jackson, J. (with J. Jackson Saint & Co). 
Worthing 

Tettey, F. K. (with Walpole & Co). 


Zurich . 
James, C. B. (with Price Waterhouse & Co).. 
264 Candidates passed. 


FINAL EXAMINATION Part I only 
280 Candidates passed. 


The next examinations of the Society will be held on May 
„nth, 8th, oth and roth, 1957. Completed applications should 
reach the puse not later than March 20th, 1957. 


Summary of Results 


FINAL 
EE 
Candidates Parts I & IT Part I1 Part II Intermediate Preliminary 
Passed - i4 12 291 - 234 . 225 26 p 
Failed Si 13 298 157 372 67 


Seven candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part I only. 
Nine candidates who sat for Parts I and II of the Figal examination satisfied the examiners in Part II only. 
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THE FINANCES OF HIGHER 
INCOME GROUPS . 


TATISTICAL i inquiries into family budgets tend yards 
S bias in favour of the lower and middle income groups. In 

such groups income, saving and spending approximate to a 
well defined pattern and complexities are infrequent: there is a 
greater supply of persons ready to disclose the necessary data, 
and little difficulty in comprehending and analysing it. People 
with higher incomes are more reserved and when their finances 


“are in fact investigated, the complexities ‘are such as to make the 
comprehension and sorting of the data a difficult matter. Yet: 


people in the higher income groups have an importance in the 
general economy quite out of proportion to their small numbers. 
It is for instance in this class that the inclination to enter into legal 
avoidance of tax is perhaps at its greatest, and on this class that 
the whole burden of.surtax falls. 


A very useful service has been ee by three statisti- 


cians, Messrs L. R. KLEN, K. H. Straw and PETER VANDOME, 


"who have made an investigation into the savings and finances of 


the upper income classes, the results of which are given in a 


recently published issue of the Bulletin of the Oxford Se l 
Institute of Statistics. 


Chartered accountants figure largely in the sample Sege it 
was partly made up by writing to every fiftieth name in the List of 
Members of 'The Institute of Chartered Accountants in England 
and Wales. Of the 107 accountants written to by the investigators, 
eighty-seven returned the questionnaires. Of these eighty-seven 
questionnaires, eighty-three were used, giving the accountant 
the highest response rate in the sample (78:5 per cent). Those 
accountants who co-operated, distinguished themselves by making 
a subjective estimate of personal savings that came much closer to 
the value computed by the investigators than the estimates made 
by any other section of the sample. 

The mean figures for all the accountants in the sample are 
interesting. Apparently the average chartered accountant practis- 
ing in London and the Home Counties has a gross income of 
£2,676 and a net income of £1,774. He is worth just under 
£10,000, excluding the value of his practice, and he saves £206 
a year, including £139 in the form of contractual savings (mortgage 
repayments, life assurance and superannuation) His house is 
worth just under £3,000: and his car just over £300. He has 
£ 5,965 in securities, and £835 in liquid assets, while he enjoys 
income from trust property worth £1,137. He owes on a ene 


ell, Oxford. 10: 6d-net. « 
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£1,017 and the debts owing by him exceed 
those owing to him by £88; as indicated above 
this presumably excludes fees owing to him. ` 

For those accountants who had received 
inheritances (exclusive of real property) in the 


preceding twelve months, the average per | 


individual was £2,425; for all the accountants it 
was only £58. Prior to the preceding twelve 
months, such inheritances averaged {£5,033 per 
individual of those actually receiving inheritances. 
It is to be stressed that the sample excluded 
incomes below {£1,000 a year where the asséts 
were negligible. 

The other sources of the sample were Debrett's 
Peerage, Baronetage, Knightage, and Com- 
panionage, the Directory of Directors, the Medical 
Register (every hundredth name in each case), 


' and the Dentists’ Register (every fiftieth name). 


In addition there was a list of recent heirs to 
estates where the average inheritance exceeded 
£3,000. Of an effective sample list of 499 cases, 


349° completed (or partially completed) the 
_quéstionnaires, of which 305 were sufficiently 


complete to be usable. Included in this 305 
were the eighty-three from chartered accountants, 
seventy-seven from doctors, forty-five from 
dentists, forty-four from  Debrett, thirty-two 
from directors and twenty-four from legatees. 

Self-employed business men are not included 
because the investigators were not able to find a 
suitable sampling frame for their selection: 
lawyers, estate agents and similar groups are 
also excluded. 

Of the 305 people in the final sample, only 
twenty-seven had an income below £1,000; 
eighty-five were between Lt, ooo and £2,000, and 
the remaining 193 had incomes over £2,000. 
Thirteen per cent of the sample had incomes of 
£6,000 and over. As regards incomes above 
£2,000 (which were the ones, of major interest 
in the investigation), the investigators point out 


'that the percentages in the various income groups 


approximated closely to the percentages for the 
whole country as shown by the published Inland 
Revenue surtax statistics for 1953-54. The mean 
gross income, among those over £10,000, as 
shown by the sample is £14,829, while the 
mean shown by the official. Inland Revenue 
statistics is £16,770. . 

. The fo lowing table of average... incomes in 
uh of. the six. sections of . the sample; shows 

e 
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that accountants come fairly low in the list: 


£ 
Directors 6,883 
Debrett 4,285 
Doctors 3,036 
Accountants 2,676 
Dentists 2,513 
Heirs 1,974 


The investigators say that ‘the - well-known 
abuses and excesses of the tax system appear 
in this sample, but we are not able to say whether 
the extreme caricatures popularly drawn are 
part of the general behaviour’. What they did see, 4 
however, is that there were people i in the sample 
who were pursuing capital gains as a sourde of 
tax-free income, ploughing back ‘extraordinarily 
large’ amounts of earnings in their private 
companies, investing heavily in improvements 
to farms organized as private companies with 
children as major shareholders, making coven- 
anted payments to grandchildren etc. At ranges 
of incomes above {6,000 a year, one or other 
of these devices is frequently used. - 

The investigators rarely found obvious evidence 
of large personal benefits from expenses charged 
to business costs, but they did meet (not sur- ~ 
prisingly) with cases in which the cost of main- 
taining a house or motor-car was partially or 
wholly met from business expenses. Many 
doctors and dentists charged part of their house 
and car to practice expenses and several of them 
stressed that such charges were limited to the 
actual professional proportion. 

Some of the people, says the survey, showed 
‘great delight’ in the description of their legal ` 
methods of tax minimization, since they regarded - 
the present high level of taxation as one of the 
main faults in the structure of the economy. The 
investigators add that they obtained no infor- 
mation of importance as.to xm methods of 
tax evasion. 

The investigation uds a pioneering effort 
which well deserves further development. In 
collecting data from the wealthier classes, the . 
investigator requires a knowledge and a technique 
much superior to those necessary in relation to 
limited incomes. In particular a thorough grasp 
of tax law and avoidance methods seems to be 
needed, for persons employing the best profes- 
sional advice often enter into transactions, the 
significance. of which they: fheenselves Un not 
always'appreciate. e sopoae bus vs ow 
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CLASSIFICATION AND CODING | 


Official Charts of Accounts in-Germany and France - 
by KENNETH S. MOST, LL.B., A.C.A. 


In a letter on thé subject of ‘Classification and coding’ published in the dae of 
August 11th last, the author mentioned the standard charts of accounts which exist 
: in Germany and France and advised accountants in industry to study à copy. This 
but as the) a number of inquiries as to where copies of these charts could be obtained, 
ut as they are only available in the original languages, a typical chart of accounts 
has been translated and is explained in the following article 


YHERE exist in Seege iid eg "m 
are generally referred to as 'official' charts 
of accounts. Those in Germany were once 
obligatory, but since the last war have been 
without legal force; no sanctions follow their 
neglect, although they have received a degree of 
recognition by the Courts in tax and ‘commercial 
cases. 

The charts published by the Frerich Ministry 
of Finance are obligatory for nationalized under- 
takings and companies above a certain size. They 
are considerably less complex than the modern 
German Kontenrahmen and are at present under- 
going revision; the. Plan General Comptable, 
which is the name given to this collection of charts 


-forms and instructions, is expected to reappear 


shortly bearing a marked resemblance to its 
German counterpart. For this reason a German 
chart of accounts has been chosen as the basis 
for this article. 


Historical Development . 
In the majority of German industries there has 
long existed a close collaboration in.the field of 
accounting. The original purpose of this col- 
laboration was mutual assistance and better 


SC understanding between members of the same 


^ industry. It has gradually developed into a com- 
prehensive technical advice system, whereby 
each accountant working in a particular’ ‘trade or 
industry can call upon the combined experience 
of his fellows. The result has been a rapid develop- 
ment of accounting theory and a general raising 
of the standards of the accounts of individual 
concerns. It has also led to a high degree of 
standardization in accounting techniques. 

The close relationship between mernbers of the 


. same industry was of considerable assistance to 


the Nazi Government i in implementing its plans 
for a tight rein on German industry, and the 
Ministry of Economic Affairs introduced a 
stándard chart of accounts in 1937. Subsequent 
directives of 1939 and 1942 extended its scope 
and made provisions for variations between’ one 
industry and another. Since 1949, the charts: of 


accounts in use in Geny have ceased to be a 
concern of the Government and are under the 
control of the trade associations, which recom- 
mend their members to adopt the one most suited 
to their needs. 

"There are now more than 100 charts of accounts 
in use in Germany, ranging from simple classi; 
fications suitable for a chemist or an hotel, or , 
a small merchant, to vast, complicated. codes for 
use by automobile manufacturers, millers, the 
iron. and steel industry and so on. Each is pub- 
lished by the respective trade association, which 
issues explanatory memoranda and auxiliary 
charts and forms, mainly concerned with costing. 
It is also responsible for revising the chart of 
accounts, from time to time, in accordance with 
the latest developments in accounting theory. 


Nature and Purpose of the Chart 


The charts of accounts in use in Germany today 
are derived from the pioneer work of the late 
Professor Eugen Schmalenbach who taught 
Betriebswirtschaftslehre (business economy) at 
Cologne. In the early 'twenties Professor 
Schmalenbach, who had long experience.as a 
practising accountant before taking a university 
post, tried to set his students problems involving 
comparison between accounts of a number of 
mining companies. He found that they were 
continually frustrated by basic differences of 
grouping and terminology and this prompted 
him to draw up a standard chart of accounts, 
classified according to a simple numerical schemé, 
which he published in 1927... 

The chart accompanying this article, which uses 
Schmalenbach's numerical scheme, is that pub- 
lished by the Federation of German Industries — 
Business Economy. Séction, for general use by 
those industries which do not possess a chart of 
their own. While accommodating cost accounts in 
two séparate classes, and making provision for 
their effect on the rest of the accounting system, 
the chart does not specify them and is thus 
adaptable -to` almost any type. of business. It- 
inclides'the:full: range of financial actounts and 


CLASS o 


FIXED ASSETS AND LONG-TERM CAPITAL 


Fixed assets 
00 Land and buildings 
ooo  Unbuilt land 
001/2 Built-up land 
003/7 Buildings 
008 Buildings under con- 
struction 
0o09 Depreciation on land 
and buildings 
01 Manufacturing plant and 
equipment 
o10/9 Machines and equip- 
B ment . 
Auxiliary plant and | 
equipment 
020/7 Machines and equip- 
ment 
o28 Machines under con- 
struction 
* 029 Depreciation on plant 
and equipment ` 


02 


03 Vehicles, tools, patterns, 

etc. 

030/3 Vehicles 

034/6 Tools, apparatus 

037/8 Patterns etc. 

039 Depreciation on ve- 
hicles, tools, pat- 
terns, etc. 


Control accounts for 
fixed asset movements. 
041/4. Additions: purchases 
04.5 » own manu- 
facture 
o49  Eliminations l 


Other fixed assets 

Valuable rights 

050/2 Patents, trade-marks, 
. goodwill 

053 Depreciation on pat- 

e a ' ents etc. ` 


Financial fixed assets 


O54 Investments in- sub- 
Bidiaries 

055 : Quoted investments 

056 ` Advances on mort- 

gages "^ o, 

057 Other long-term ad- 

058  Debits applicable to 
long-term capital(5) 

o59  Depreciation on finan- 
cial fixed assets 

Author's. Notes: 


Long-term capital 
06 Outside capital... 
o60/1 Loans, debentures 
- 062/53 Mortgages 
066/9 Other outside 
‘capital 


Proprietors’ capital 
Companies 

070/1 Subscribed capital 
072 ` Legal reserve 
073/6 Free reserves 


077/8 Losses a SR to 


079: - . Profi and loss ac- 
count carry for- 


Sole traders and partner- 
ships 
070/3 Capital accounts 


"Adjustments to balance 


sheet and profit .and 
loss account 


08 Adjustments, reserves 
080/4. Credit adjustments 
085/7 Reserves for losses 
o88/g Liabilities for ac- 

ceptances, guar- 
antees, endorse- 
ments 


09 Suspense accounts 
ogo ` Control account for 
apportionments 
o98 Control account nt for 
i accrued income 
099 Control account for 


accrued expenses 


(a).The translation follows the original with some changes 


l where accounts relate to local conditions only. 


(5 e.g. formation expenses, 


e 
e 
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CLASS I 
CURRENT ASSETS AND CURRENT LIABILITIES 


Current assets 
10 Cash : 
100 Main cash 
105 Petty cash : 
11 Banks 
Cheques etc. 
120 Undeposited 
cheques 
121/9 Bills receivable 
13 Current (temporary) 
investments 
130/6 Quoted investments 
-137/8 Own and holding 
company's shares 
` 139 Amounts written off 
current invest- 
ments 


14/15 Debtors (c) 
140 Due for goods de- 


livered 
141/9 Analysis 
150 Other debtors 
ISI Advance payments 
152 Advances to asso- 
ciated companies 
153 Advances to direc- 


‘tors, employees, 
etc. 


154/8 Other advances 

159 Adjustments to 
debtors' accounts 
(reserves etc.) 


Current Habilities 





ae 


16/17 Creditors 


160 Creditors for goods 


supplied 

161/9 Ageless (c) 

170 Other creditors 

171 Advance payments 
received | 


172 Advances received 

' from associated. 
companies 

173/4 Due to employees 

eg schemes 


tc.) 
175/8 Other credito 


. 179 Eer 


18 


creditors' accounts 
Bills payable, due to 
banks 
180/1 Bills payable ` 
182/9 Due to banks ~ over- 
drafts 


Transitory and confi- 
dential accounts 


90/1 Transitory account 


for invoices 
192/3 Transitory account 
for receipts and 
` payments 
194 Pee to be allo- 


195/6-Other transitoryer 
counts - ` 

197/9 Confidential . l 

accounts 


(c) Where SSC nominal analysis only. 
(d) Centra accounts to entries only affecting costing. go 
(s) May be confined*to direct materials, indirect materials 


included in Class 4. 





su y the Federation ot German industries — Dusiness Economy Section 
| CLASS 2 ` CLASS 4 CLASS 5—CrLaAss 6 CLASS 9 
NEUTRAL EXPENSES AND INCOME EXPENSES BY TYPE | COST ACCOUNTS | CLOSING ACCOUNTS 
ns | 


ios 
10 Non-operating expenses 

and income 

200/5 Extraordinary nan- 
operating expense 
and income 

206/9 Recurring non-operat- 
ing expense and in- 
come 


‘1 Expense and income of 


land and buildings 
210/9 Analysis 
12 Free 


GE 
/4 Interest expense and in- 


come 
240/1 Interest paid 
242/4 Discounts given 
245/6 Interest received 
247/8 Discounts taken 
0/26 Extraordinary operat- 
Ing expense and income 
ID Applicable to the period 
250/1 Sundry losses 
252/9 Other expense and in- 
come accounts 
% Applicable to other 
periods 
260  Eixed assets 
261/5 Maintenance 


267 ‘Taxes 
268 Other expenses 
269 Income 


71/28 Contra accounts (d) 


| Expenses applicable to 
other periods included 
in cost accounts 

D Other calculations for 
cost accounts 


280 Excess depreciation 
28x Interest charged 
282 Contingency reserves 
,283 Notional salary for 
TUN proprietor 
284 Other calculations 


D Expenses and income re- 
lating to operations as 
a whole (e.g. corpora- 
tlon taxes) . 


CLASS 3 
MATERIALS 


M1/37 Materials 

300/79 Analysis (e) 
33 Parts purchased and 
ok work given out 


H Manufactured goods 
purchased 


390/6 Purchases ( f) 
397 Adjustments to inven- 
tories 


40/42 Materials (A) 


40/1 Materials consumed 
400 Control account - 
materials con- 


sumed 

401/19 Analysis (direct, 
indirect; raw, fin- 
ished etc.) 


42 Fuel and power 
.420 Fuel 
429 Power 


43/44 Personnel expenses 


43 Salaries and wages 
431/8 Analysis 


44 Social security 
expenses 
440/6 Health, unemploy- 
ment insurance, 


etc. 

447 Voluntary contribu- 
tions 

448 Other welfare ex- 
expenses 


45 Maintenance 


450 Land and buildings 

451 Plant and machinery 
452 Vehicles, tools 

453 Equalization account 
454 Other 

455 Services 

456 


Laboratory and re- 
search 


46 Taxes, licences, insur- 
ance premiurns, etc. 
460/3 Taxes on income 
and capital 
464/7 Other taxes and 


cences 
468/9 Insurance premiums 
etc, 
47 Rent and administra- 
tive expenses 
470/1 Rent and machine 
hire 


472/3 Travel, transporta- 

tion and carriage 

. 47415 Postage, telephone 
476 Office expenses 

477/8 Publicity and re- 
presentation 

479 Financial expenses 


48 Notional expenses 


480 Excess depreciation 

481 Interest charged 

482 Contingency reserve 
charges 

483 Proprietors’ salary 
charges 

484 Other 


49 Internal transactions 


(f) Sub-accounts for purchases from other members of a 


group. 


(g) Accounts 78/9 can be combined with accounts 38/9 in 


3- 


1 
! 
I 


Reserve for departments, 
other cost centres, pro- 
ducts, processes, etc. 


` Crass 7 (g) 


INVENTORIES OF FINISHED 
PRODUCTS AND WORK IN 
PROGRESS 


70/77 Reserved for costs 
not allocated to cost 
centres, products, etc. 
(selling costs etc.) 


78 Inventory of work in 
"progress 


79 Inventory of finished 

goods 
799 Adjustments to book 
values of inventories 


Crass 8 
INCOME 


80/82 Reserved for selling 
cost accounts (1) 


83/84 Income from pro- 
ducts and services 


85 Income from resale 
of goods purchased 


86 Income from by-pro- 
ducts and secondary 
activities 


87 Income from services 
performed by the busi- 
ness for itself 


88 Income adjustment ac- 
counts 
880/2 Additions to in- 


come 
883/9 Reductions of in- 
come 


90/96 Reserved for sum- 
marization and special 
needs (3) 


97 Cost operating state- 
ments XU 

98 Profitand loss accounts 

980 i ac- 


98174 Free 
985/6 Inventory adjust- 


ments 
987 Net result bf neutral 
expense and income 
988 Expense and income 
affecting opera- 
tions as a whole 
989 Profit and loss ac- 
counts 


Balance sheets R 
998 Opening balance sheet 
999 Closing balance sheet 


(h) Accounting for materiala may be restricted to this group 
of accounts, or it may be used only for materials inc uded 


e in overheads, 


* (f) Where Class 8 is required for selling and distribution coat 
accounts®accounts 83/8 can be incorporated in Class 9. 


90.... 


is in this respect particularly suitable as an 
example-of the scope of a chart of accounts. 

The, chart is based upon the following 

numerical scheme: 
Class o Fixed assets and long-term capital, 
» I -Current assets and liabilities. 

. » 2 ‘Neutral, expenses and income (non- 
operating, or not affecting the account- 
ing period). P 

Materials control accounts. 
Expenses, by type. 


eo » 3 
nm 4 
2 à Cost accounts. 

WK Inventories of finished products and work 

in progress. 
» 8 Income accounts.: 
» .9 Cost operating statements, profit and loss 
accounts and balance sheets. 
‘A particular order is not essential to a primary’ 

classification such as this one, and early attempts 
followed the sequence of accounts as they appear. 
in the balance sheet and profit and loss accent, 
Schmalenbach broke away from this technique, 
which grouped, for example, all current assets 
irrespective of their origin and nature, and chose 
tbe logical plan which forms the basis for the 
above sequence. While distinguishing between 
external and internal book-keeping entries, it 
follows the cycle of manufacturing activity.. 
Capital is raised and invested in fixed and current 
assets, then materials are purchased and through 
addition of elements of expense, products -are 
created and sold. All accounting elements are 
then assembled in Class 9 for the periodical 
closing of the books. 

Sub-analyses are obtained by the simple ex- 
pedient of adding one number to that of the 
main account. Reference to the accompanying 
chart shows in Class 3: 

30/37 Materials AP materials, din and 

indirect 


40 ! Direct raw "materials (control account) 

300/9 Direct raw materials — analysis. 

Assuming that account 342 is used for cleaning 
materials, the sub-accounts might be: 

3420 Brusheś 

3421 - Cloths’ 

.3422 Washleathers 

3423 Polishes - 

3424 . etc. etc. 

.If an analysis of these supplies is required 
according to the place where they are kept, this 
can be achieved by allocating à number to each 
of the stores.and.adding it on at the end of the 
account code. Each user of the chart, will have 
particular. eure ent which will. dictate. the 
extent of. the analysis... |. Eu d Mut 


L 
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The flexibility of the chart is illustrated. by the 
way in which it. marries financial and cost 
accounts, so that both financial and cost operating 
statements.can be taken from the. books without 


. disturbing the principles of double-entry.. Al- 


though Classes 5 and 6 are reserved for cost 
centres, products, processes and the like, itis 
clear that accurate cost accounts will involve 
entries which, if provision is not made for their 
effect, will introduce unreal elements into. the 
financial accounts. An example is the calculation 
of interest on capital as an element of cost. This 


is dealt with by the incorporation of Classes 27, . 


28 and 49 which, taken together with the accounts 
in Classes 5 and 6, adjust the books in respect 
of these fictitious or notional entries. 


l Advantages of a Standard Chart of Accounts 


Besides exercising a beneficial influence on the 
development of accounting theory and serving 
business economists in their comparative studies, 
the adoption of a standard or official chart of 
accounts for a particular trade or industry is of the 
greatest value to accountants in that trade or 
industry. Every accountant finds himself classi- 


fying accounts at an early stage; when opening a 


new set of books it has long been the custom to 
start with balance sheet items in the order of 
their appearance and then to deal with profit and 
loss account items in the same way. Introduction 
of a system of cost accounting, with or without 
budgetary control, causes an increase in the 
number of accounts used. Át this point it is 
commonly found that a numerical or alpha- 
numerical code is required, if only because it is 
no longer practical to refer to the accounts by 
name. The numerical code is virtually obligatory 
where book-keeping machines are used. 

The preparation of such a code involves a 


considerable burden falling on the shoulders of the © 


chief accóuntant, whose job it is to see that it 
functions smoothly. Previous classifications have 
tended to arisé by osmosis, a method with which 
practising accountants are very familiar. The 
introduction of.a comprehensive code, however, 
necessitates a complete revision of the accounting 
structure to avoid duplication, overlapping and 
inconsistency. ‘The whole mass of organizational 
procedures: which leads isolated transactions to 
their appointed place in the books must be re- 
viewed. 


'The existence of a chart .of accounts vic ; 


while flexible enough to be adapted to all 
businesses in a particular: trade or industry, is a 
sufficiently comprehensive framework far, an ac 


f 
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counting system, relieves this burden in three ways. 

First, a good deal of preliminary discussion 
can be dispensed with, for the chief accountant 
can point to the recommendation of his trade 
association. 

‘Secondly, there is no necessity to work through 
one draft after another until a suitable chart is 
arrived at; the work is done once for all. 

Thirdly, the consequence of the penea 
adoption of basically similar charts of accounts 
is that schools deal with them in their courses for 
book-keeping students. T'he chief accountant can 

thus assume a certain familiarity with the technique 
on: the part of his staff, which greatly facilitátes 
thé introduction of a new accounting system. 


ACCOUNTANT 


91 


These facts: explain the popularity of charts 
of accounts in Germany and France. 
© Once the classification has been established, 
the work is not done, for a certain amount of 
explanation is required to ensure that individual 
firms use the charts in a uniform manner. Their 
adoption has coincided with the extensive use 
abroad of loose-leaf,carbon-copy book-keeping, 
varying from simple manual devices producing 
simultaneous entries in ,main account, sub- 
account and control journal, through a range of 
typewriter adaptations to book-keeping machines 
with built-in calculators. This has made ‘possible 
detailed analysis and a multitude of entries with 
a normal accounting office staff. 


AUSTRALASIAN COMMENTARY — XXIV 


Professional Topics in Australia and New Zealand 


by S. R. BROWN, LL.B., F.C.A.(Aust.) 


The writer of this series of articles is the senlor partner in a firm of chartered 
accountaats in Sydney, Australia. He is the author of several text-books on 
accounting and company law. 


Research Foundation 


The November 1956 issue of The Chartered 
Accountant in Australia carries a reproduction of 
the memorandum and articles of association of the 
Australian Chartered Accountants Research and 
Service Foundation. Of the twenty-four clauses 
detailing the objects of the Foundation perhaps 
the most significant are the following: 


(1) To promote encourage and carry out such 
research and studies in accountancy and other 
fields of knowledge including accounting 
auditing taxation law economics banking 
statistics ement secretarial procedure 
business psychology and office organization as 
may be of benefit to members in eonnection 
with the profession of accountancy. i 

(3) To collect and disseminate Ee for the 
benefit of members in connection with the 
profession of accountancy by means of printed 
matter radio television recordings lectures 
addresses.or any other means whatsoever. 

(4) To provide any service intended to benefit 
members in the conduct of their profession as 
accountants and for this purpose to undertake 
any research inquiry, investigation or study. 

At the first board meeting of thé Foundation 

y held in November, Mr K. N. Stonier, F.c.a. 
(Aust.), was appointed chairman of directors, and 
Mr R. A. Irish, FCU (Aust.), We appointed 
Mee 

$o ;Decitrial Coinage 3 E 


H 


Numismatic Society, supported in principle by a 
number of other organizations, the Public 
Petitions Committee of the House of Representa- 


‘tives has recommended that an inquiry should be 


conducted into the adoption of a decimal coinage 
system in New Zealand. | ! 

The editorial in the October 1956 issue of 
The Accountants’ Journal (New Zealand) supports 
the move. It is there pointed out that the most 
cogent reason for hesitation in changing is 
understandable reluctance to proceed before 
similar action is taken by New Zealand's ‘princi- 
pal trading partner’, the United Kingdom. .It is 
also reported that the Australian Treasurer, Sir 
Arthur Fadden, has recently expressed interest 
in the proposals, and consultation between Com- 
monwealth and New Zealand authorities. may 
well prove fruitful. WE 


Reports for Prospectuses 
Mr A. H. Parkes, r.c.A((Aust., made: some 
interesting points on the verification of assets 
and liabilities in his paper dealing with account- 
ants' reports for prospectuses, read at a recent 
congress of the Australian Chartered Accountants 
Research Society of Western Australia. In 
Australia, the accountant's report often contains 
à brief outline of the steps he has taken to verify 
certain assets and liabilities, or a statement that 
he has acceptéd the audited accounts as correct: 


After" clisidéting" a petition "from the: Riyal "In Mr Parke’s opinion the “first is "ánriecessary 





92 


and the second is undesirable. The accountant 
assumes responsibility for the financial statements 
shown in his report, irrespective of the work 
done by the auditors of the company. This does 
not mean that he must carry out an independent 
audit of the accounts, but the report is his 
responsibility and he must, therefore, satisfy 
himself that the work done by others is adequate 
and reliable. Otherwise, he must take whatever 
action he considers necessary, so that he can give 
a report without reservations. (The Chartered 
Accountant in Australia, October 1956.) 


Taxation and Inflation 


Mr L. Goldberg, M.COM., F.a.s.a., of Melbourne, 
has suggested a two-point plan for the reversal 


of the inflationary trend. The first part of the, 


„proposal is that the Government introduce a 
system of rebate of income tax for any firm which 
could produce satisfactory evidence that, in a 
given year of activity, it either reduced the prices 
of its products or at least did not increase them. 
This would provide an incentive for the reduction 
or stabilization of costs. The second part is to 
extend a similar incentive to consumers by allow- 
ing a rebate of tax on amounts saved in specified 
directions. Said Mr Goldberg: 
"Since the Treasurer has exhorted us all to save’ 
more still, it is not unreasonable to suggest that if 
a person puts 1o per cent of his gross income into a 
savings bank, or into some other form of positive 
saving, he might be allowed a 1o per cent rebate 
of his tax as calculated in the ordinary way. Under 
present conditions, the person who puts money 
into a savings bank has to pay tax on the interest 
and sees the value of his savings being whittled 
away as prices continue to rise. Surely some 
positive incentive to save is desirable in such 
circumstances.’ 
(The Australian Accountant, October 1956.) 


Costing for Printers 
In the November 1956 issue of The Accountants’ 
journal of New Zealand, Mr Norman Spencer, 
A.P.A.N.Z., spotlights the main points of interest 
in the recently published manual of cost-finding 
standard procedure issued by the Federation of 
Master Printers of New Zealand. This manual 
accomplishes the first objective set by the costing 
committee of the Federation in 1954, viz. that of 
providing each member of the Federation with a 
simple accurate and scientific method of finding 
his own costs. 

The standard procedure establishes a uniform 
method of cost ascertainment. An average set of 
accounts based on the percentage returns related: 
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to turnover supplied by a cross-section of printers 
throughout the country provides a framework to 


facilitate the illustration of principles to be follow- — 


ed throughout the application of the procedure. 

In line with printers’ costing systems in other 
parts of the world, the committee decided to use 
the chargeable hour as the basis for the recovery 
of process costs. In respect of interest on capital, 
the Committee recommends that this should not 
be included as an item in the hourly cost rates; 
rather, consideration should be given to interest 
when later determining the profit margin to be 
added. d 

Of particular interest is the depreciation 
recommendation that an allowance of 7 per 
cent per annum be made on current values for all 
items of printing plant and equipment other than 


those which, for special reasons, may require 


separate assessment. 

Mr Spencer reports that on every page of the 
manual there is printed in large type the words: 
‘Consult your Accountant’. Except for one 
accountant member, the Committee was made 
up of master printers. 


University of Technology 


Professor E. Bryan Smyth, F.a.s.a., has advised 
that the Council of the. New South Wales 
University of Technology has approved of the 
introduction, in 1957, of courses leading to the 
degree of Bachelor of Commerce with the following 
variants at both pass and honours levels: B.Com. 
(Accountancy); B.Com. (Economics); B.Com. 
(Statistics); and B.Com. (Applied Psychology). 
The duration of each course is to be, for the 
ordinary degree, three years full-time, and five 


years part-time; and for the honours degree, . 


four years full-time and six years part-time. It is 
the intention of the University that the course 
leading to the degree of B.Com. (Accountancy) 
should not only give the student a good university 
education and training designed to equip him for 
a responsible position in industry, commerce or 
the public service, but that it should provide a 
coverage of professional subjects more than 
sufficient to meet the present requirements of the 
professional bodies. 

Degree students will be required to study 


, economics, statistical method, business finance, 


and the humanities, and will also be required to 
write a thesis on an approved accounting topic 
and attend a seminar on contemporary accounting 
problems. The University expects in the near 
future to make provision for higher degrees with 
specializatien in accounting. i 
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— Weekly. Notes 


New Year Honours 


In previous issues it has been our privilege to con- 
gratulate those members of the profession whose 
names appeared in the New Year Honours List. We 
should now like to. congratulate also Mr D. T. 
Waring, C.B.E, A.C.A, chairman of Anglo-Oriental 
(Malaya) -Ltd, of Kuala Lumpur, who becomes a 
Knight Bachelor for public services in the Federation 
of Malaya, — .- 


The Institute of Municipal Treasurers and 


‘Accountants 


A total of 549 candidates sat for the examinations of 
The Institute of Municipal Treasurers and Account- 
ants, held last November. The results, now published, 
show that 227 candidates sat for Part A of the Final, 
of whom seventy (31 per cent) were successful; in 
Part B of the Final 119 candidates sat and fifty 
(42 per cent) passed. 

Places and prizes have been awarded on the com- 
bined results of the May and November exami- 
nations and in the Final examination the First Place, 
Arthur Collins Memorial Gold Medal and the 
Institute Prize were won by Mr A. G. Tinning, of 
the Borough Treasurer’s Department, West Ham, 
London. 

There were 203 candidates for the Intermediate 
examination, of whom 103 (51 per cent) passed, and 
the First Place and Prize were won by Mr C. C. 
Jasper of the Comptroller's Department, London 
County Council. 

The names of the successful candidates in Parts A 
and B of the Final, together with a summary of the 
complete results, appear elsewhere in this issue. 


The New Postmaster-General 


Mr Ernest Marples, A.5.4.4., MiP., the new Postmaster- 


General in Mr Macmillan's administration, has 
been a member of The Society of Incorporated 
Accountants since 1930. Mr Marples is aged 49 and 
has been the Conservative Member for Wallasey for 
many years. In a previous Government he held 
the office of Parliamentary Secretary to the Ministry 
of Pensions and National Insurance. He now becomes 
a Privy Councillor. 


New Broom at the oe 


The new Financial Secretary to the Treasury is Mr 
Enoch Powell (44), as successor to Mr Henry Brooke. 


- The new Economic Secretary is Mr Nigel Birch (51), 


who succeeds Mr Derek Walker Smith. 

Mr Peter Thorneycroft, the new Chancellor, told 
a meeting at Barnstaple that Britain must be com- 
petitive and that it must-offer incentives and rewards. 


This was.a-delicate moment for a Chancellor to be. 


talking of such things, he said, and he made it clear 
that he was talking about principles he had long 


been known to hold—not about any particular 
Budget. All the same, one may be permitted to look 
forward to the next Budget with even more interest 
than usual. 


Tax Element in Award for Services 


The principle established in British Transport Com- 
mission v. Gourley ([1956] A.C. 185), that income tax 
and surtax should be taken into.account in -fixing 
damages for loss of earnings, has now been applied 
to a case where an award was made for salvage 
services. In this case the effect of having regard to 
income tax increased the award (The Telemachus 
[1957] 1 All E.R. 72). This decision marks a some- 
what novel departure which we hope to examine in 
a future issue. 


Night Watchman Claims £1,000 a Year 


A night watchman who raked out the boilers, turned 
out the lights, and lit the boilers again the next 
morning, at a catering establishment where he also 
lived, claimed that he was included in the workers 
to which the schedule to the Wages Regulation 
(Unlicensed Place of Refreshment) Order, 1949 
(S.I. 1949, No. 433), applied, and that accordingly 
he was entitled to the statutory rate of pay from 
1951 to r955 under the Catering Wages Act, 1943, 
and the Order. Stable, J., decided that although the ` 
claimant came within Section : (2) of the Act, he 


. was not a worker to which the schedule to the Order 


applied. 

Had he been such a worker, he would have been 
entitled to the statutory rate of pay for 168 hours 
a week, which would have meant {1,000 a year. 
(The Times, January 18th, 1957.) 


' The American Tax Scene 


The American Institute of Accountants recently 
sent to the Congressional Joint Committee on In- 
ternal Revenue Taxation a list of 262 recommenda- 
tions for changes in income tax law. The Institute 
warned that year-to-year plugging of loop-holes 
endangered public confidence in the’ nation’s ‘tax 
structure. A leading recommendation is that profits 
computation for tax: purposes should accord more 
nearly with the computation for ordinary business 
purposes. Another is that the taxpayer should be 
allowed to average his income over a number of years, 
so that in the long run the man with a fluctuating 
income does not pay more thàn on an equivalent 
stable income. It is also suggested that an employee 
should have the same rights to deduct the expenses 

of seeking his emplóyment as does the business man 
in seeking customers. The Institute considers that 
closely held, corporations. should have the option. of 
being treated in the same way as partnerships for 


tax" purposes. It recommends, too, that inter-cor- 
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poration dividends should not suffer the 15 per cent 
dividend tax. 

This month President ‘Eisenhower presented his 
Budget Message to Congress for the fiscal year 
beginning on July rst, 1957. He recalled his message 
for the year 1955 when he indicated two important 
goals - balanced budgets and tax’ reductions ~ and 
went on to say that it was his firm belief that tax 
rates were still too high and that ‘we should look 
forward to further tax reductions as soon as they 
can be accomplished within a sound Budget policy’. 
However, tax reductions, he said, must give way under 
present circumstances to the cost of meeting urgent 
national responsibilities. 


Record Exports in 1956 


Provisional statistics of this country’s export ide 
published recently by the Board of Trade, show a 
new record for exports. Total exports and re-exports 
reached {£3,319 million in 1956, and this was an 
„increase of almost 10 per cent on the year before. The 
visible trade gap was reduced over the year by £288 
million to £571 million, which is a monthly average 
of just under £60 million. 

During December the trade gap increased to 
almost {43 million compared with the remarkably 
low figure of £13 million in November. Compared 
with November, the December figure (which is pro- 
visional) looks a fairly substantial rise, but it is, in 
fact, less than any month in 1956 before the Suez 
crisis, except for May. 

A feature of the export figures last year was thé 
buoyancy of trade with North America. As usual, 
British exports responded quickly to boom conditions 
in Canada and the United States. Exports to Canada 
went up by 26 per cent over the year and those to the 
United States were not far behind with an increase 
of 21 per cent. It is of interest that while the North 
American boom continues, the trade balance in 
Australia is improving and there are reports of 
possible reductions in import restrictions as from 
April ISt, 1957. 


Changing Trends in Consumer Spending 


For the first time in four years the volume of consumer 
spending was smaller in the third quarter of 19 56 than 

in the same period in previous years. This quarter 
CHE a fairly advanced stage in the ‘credit squeeze’ 
and also the opening phases of the Suez crisis. It did 
not Cover the period of the blocking of the canal. 

Between July and September the amount spent at 
£3,399 million was a record for a third quarter, but 
the increase was due entirely to higher prices. When 
the figures are revalued at average 1948 prices, only 
£2,510 million worth of goods and services were 
bought during that quarter. This was £2 million less 
than in the third quarter of the previous year. This 
overall picture, however, hides some variations in the 
experience of individual types of goods. 

The largest increase was in clothing, where expendi- 
ture rose £24 million to £320 million. Housing*and, 
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fuel also increased. The only groups where there was 
a fall in money terms were beer and entertainment. 
One of the difficult groups to assess is food, where 
there was a rise of 3 per cent compared with the same ` 
quarter of 1955. The impression as the year came to 
an end was that purchases of foodstuffs and certain 
services had been increasing and that these industries 
had been attracting a certain amount of labour 
released from industries hit by the ‘credit squeeze’. 
This may prove to have been true, but the con- 
sumption figures suggest that the trend was SE to 
develop. : 


Metal Windows Report 


The Monopolies Commission has now issued its 
report on the metal window industry. Particular 
attention had to be given to the Crittall Manufacturing 
Co Ltd since it accounts for over one-third of the 
standard metal windows sold in this country. There 
is nothing in that company's activities, according to 
the report, which operates against the public interest. 

- The Metal Window Association is responsible for 
about 9o per cent of home sales and has twenty mem- 
bers in an industry of thirty-eight companies. How- | 
ever, three companies with their associates account 
for 7o per cent of total sales. The report does not 
make any serious adverse pronouncement against the 
industry. Certain modifications were made in price 
arrangements in 1953 which have, in the Commis- 
sion’s view, raised them above criticism from the ` 
point of view of the public interest. There is some 
criticism of the Association’s arrangements for 
reducing prices in particular inquiries where there 
may be competition from other metal or wooden 
windows. 

Competition for manufacturers of standard metal 
windows is in fact quite strong, and this has no doubt 
acted as a restraining influence at times when the 
Association might have been tempted to tighten 
price-fixing arrangements. As it is, the industry, or 
at least that part of it which is in the Association, saw 
which way the wind was blowing a few years ago and ` 
was able to produce evidence of a more liberal price 
arrangement -policy by the time the Monopolies 
Commission placed them under scrutiny. 


Free Trade Area Talks 


Particular interest was attached to M Spaak’s visit 
to London last week to hold talks with the British 
Government on the European common market. The 
visit which M Spaak made as chairman of the 
inter-Government Committee set up by the Messina 
Conference in 1955, had been arranged. to find a way 
of establishing the European free trade area in har- 
mony with the six-nation common market. This 
latter project has made a good deal of progress and 
many of its critical problems, such as the decision on 
tariff levels, have been resolved on paper at the expert 
level. There now remains the key problem of submit- 
ting these expert proposals to the various ao 
assemblies of the six natians. 


e e 
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Meanwhile, M Spaak’s discussions concerned wider 
common market problems. His visit was arranged 


e. before the resignation from the premiership of Sir 


şe 


i 


-— 


Anthony. Eden and the change of Government has 
brought a change in the British Cabinet which should 
favour the common market idea. Mr Macmillan, the 
new Premier, and Mr T horneycroft, the new Chan- 
cellor of the Exchequer, both have the reputation of 
being favourably disposed to the scheme.. ` 
Before he left Brussels, M. Spaak said that he 
expected one of the most difficult problems of the 
common market discussions to be the British wish to 
exclude agriculture from the scheme. 'The British 
reservations on agriculture are, of course, connected 
"with the wishes of the Commonwealth Governments 
and the whole problem of imperial preferences. The 
problem has an immediate European application, 
however, since the Danish Government is clearly 
interested in the future of agricultural products 
especially in the United Kingdom market. Although 
the attitude of the three Scandinavian countries will 
be influenced largely by Swedish reactions to the idea 
of a common market, the Danes might influence the 
Scandinavian attitude on the whole idea at a critical 
moment. 


Bde continue firm. Hopes of cheaper money 
are turning ‘a heavy volume of funds into the gilt- 
edged market and the obvious intention of the 
Government to reduce defence expenditure. has raised 
hopes, not so much of lower taxation, as of relief 
from a pressing weight on- the economy. With the 
rise in the gilt-edged market there has developed a 
strong demand for industrial prior charge stocks. 
Equities have also gathered strength and, shares of 
companies in the ‘nuclear power’ field have been 


va particularly prominent. 
y- 


Obtaining a Quotation 


Our reprint this week is taken from a Statement for 
eege published for the purpose of. obtaining 
a quotation on the London Stock Exchange for the 
2s shares of Way Holdings Ltd. It will make a break in 
the contemplation of annual accounts and: provide 
readers with an interesting study from real life of 
the way in which the weight of death duty taxation 
is being eased through the machinery of the Stock 
Exchange, and EE (4) of Section 55 of the 
Finance Act, 1940. 

It is rather an extreme case: share marketings 
under these circumstances usually offer the prospect 
of an early worth-while income and the market opens 
with a quotation for the shares that bears some 
relationship to current prices for similar existing 
quoted shares. T'he particular circumstances of this 
case, however, add interest to this week's subject. - 
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Housing Pattern 

In the first eleven months of 1956 there were 272,000 
houses completed, a fall of 16,000 on the'same period 
of 1955. While the total completions have declined, 
there has been a rise in the number of houses finished 
by private builders. . ` 

The abolition of housing subsidies, the ege rate 
of interest (which is influencing the attitude of local 
authorities towards raising money in . the . open 
market) as well as the ‘credit squeeze’ ~in so far as it 
affects other aspects of the economy as well as the 
rate of interest — have all contributed to bring pressure 
to, bear on neues activity. But factory building in 
1955: and early 1956 led to many delays ao that, 
s h the ‘squeeze’ has reduced the attractive- 

aor housé-building. to. both local authorities and 

piraté builders, it. has ‘also increased the speed. of 
completion. So far as the future is concerned, it is 
likely that local authorities will show growing interest 
in slum clearance projects and the number. of new 
houses started by them is likely to be not greater than. 
the number begun in 1956. As regards private build- 
ing, there may be somewhere between 100,000-and 
110,000 new: houses started in 1957 compared: "with 
about 116,000 in 1956. Se 


Finance and. Commerce 


Company Shell Acquired 


Way Holdings Ltd has an issued capital of ro 50,000 in 
2s shares. It was incorporated in rgr4 under the 
name of Way-Halim: (Sumatra Estates) Ltd and 
operated tea and rubber estates through a Sumatra 
company. In June 1954, it sold the Sumatra share- 
holding ‘since when the remaining assets have been 
invested or held available for investment. ` 

On December 27th, 1956, the name was changed 
to the present title, and the capital of Pollock Brothers 
(London) Ltd was acquired ‘for £250, 298 (£85,298 
in shares and {£165,000 in cash) the cash portion 
remaining outstanding on open account . payable, 
without interest, at such times and in such instal- 
ments as the directors consider reasonable. Assets 
now consist of the Pollock shares, cash and other 
investments, with a total book value of approximately 
£250,500. Liabilities comprise approximately {200 
current and the £165,000 outstanding purchase 
consideration. 

The Pollock company was registered in August 
1 929 to take over the business of plastering con- 
tractors founded by the present chairman, Mr F. M. 
Pollock, and his brother in 1902. The brother retired 
ten years ago and Mr Polloc himself, the Státement 
explains, is now aged 73. 

The company undertakes every kind of internal 
and external plastering work for building contractors 
and, through a subsidiary, undertakes specialized 
granolithic work. Work in progress indicates SEN size 


* 


One Per Cent 


Regarding Pollock profits, the Statement eee 
that fluctuations during the last ten years are mainly 
due to the nature of the business, and that it is con- 
sidered prudent to take practically no credit for profit 
on contracts until completion, so that each year's 
profits tend to vary with the year's contract.com- 
pletions rather than in relation to the amount of 
work done. The directors expect future profit levels 
will be lower than they have been during the last 
four years. Profits before tax for the year to April 
18t, 1957, are expected to be in the region of £70, ooo. 
‘That. being so, they expect the dividend, 'not- 
withstanding the desirability of making provision 
for the reduction of the company's indebtedness to 
the vendors of the Pollock shares’ will be at a rate 
not less than x per cent, to be paid towards the end 
of 1957. The vendors of the shares now together own 
beneficially approximately 74 per cent of the .com- 
pany's issued capital. 
. In due course the quotation was granted and the 
market in'the shares opened. Dealings on the first 
day of business were marked in the Stock Exchange 
Official List at prices from rs 3d to 1s 6d and the 
official quotation was xs to 1s 6d. 


‘Cover’ 


We have noticed a tendency i in the past year to MRA 
in statistical matter accompanying accounts the 
number of times dividends are covered by available 
earnings. This is one of the vital items of information 
that shareholders want but are now only just be- 
ginning to get so far as the company itself is con- 
cerned. 

Stockbrokers and others concerned professionally 
in the investment of money have at their finger-tips 
company statistics — provided by outside agencies for 
a fee — which include earnings, dividends and ‘cover’ 
for several years back. 

‘Cover’ is one of the important points to be looked 
for when new investment is made available by 
prospectus, offer for sale or by statement for informa- 
tion in the case of share or debenture placings and 
introductions. 

As we have noted before, however, once the 
prospectus etc. has achieved the promoter's object, 
the investor 1s left to do his own working out. 

We hope, therefore, that the Gees of dividend 
or interest ‘cover’ in statistics with accounts will 
become general practice because basically, ‘cover’ is 
the final summing up of the financial position ~> as 
Mr EES so well realized.. 


Money . Market. 
With the market's bid raised t to £98 16s d there was- 
-a fresh contraction in the Treasury bill rate on 


January 18th. The average rate.fell to £4 x3s 1-40d 
per cent. Applications totalled £391,225,000. The: 
whole, of the £240 million of bills offered was allotted, 

but this week the-offer is reduced to £200, million. 
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WAY HOLDINGS LIMITED 
Extract from Statement for information 


a * Issued and 
Authorised ; . , Fully Paid Up 
£150,000 in 1,500,000 Shares of 2s. each ~-~ .. e .. £150,000 


Neither tha Company nor either of its subsidiaries has any i 
Debentures, Debenture Stock, EE or other Loan Capital 
outstanding. 


ACCOUNTANTS' REPORT.—Ths following is 2 ory of a joint 
Report to the Directors of the Company received from Messrs. Whinney, 
Smith & Whinney, Chartered Accountants, tha Auditors of che Company, 
and Messrs. Leigh, Lawler & Hooper, Incorporated Accountant; 55, Hoghton 
Streat, SE the Auditors of Pollock. : 


The Dire 
, WAY HOLDINGS LIMITED. 


Gentlamen,—We have «xamined-. the audited Accounts of Pollock 

Brothers (London) Limited (in which are Incorporated the transactions 
of the subsidiary company P. B. industrial Wert Limited) for the ten 
years ended: Ist April,-1956, and-we report as fo 

4. Profits.—Tha Profits of Pollock Brothers j pem Limited, arrived 
at on the basis defined below were: 


ER December, 1956, 


Financial Yaar endad £ 
3nd April; TEE . 6,906 z^ 
31st March, 1948........... e. VNPT SEMEN DRE Sn wn 26,899 
2nd April, 1949............ MENDA eese. 23382 
2nd April, 1950............. Maa .. 24,01 
ist April, (ës)... ed v W 
30ch March, 1952 .......ceccecececcvevcuces i 38,138 
29th March, 1953 ......... HOD NEA EN UNA 92,712. 
4th April, (954 . eewmPesee à 9 ge € 9 8 ^ 4 9» $ 9 9 * gaer * « *4 79,936 
3rd April, 1955 €7»9*954«27*92525229 £s«t95s54T *resettt9to 106,014 
Ist April, 1956 ...... qe EE 99,658 


The Profits shown above, are arrived at before providing for Taxation, 
but efter deducting Emoluments of Directors and Deprectation of Office 
Furniture and Fittings, Motor Vehicles and Petro! Pumps and after makin 
such adjustments zx we consider appropriate. in the year ended {st GE 
1956, the amount deducted for Emoluments of Directors on the basis of 
arrangements which are continuing in force, was £11,735. 

Hl, Assets and Llabilities.—The following is a statement of the Aert 
and Liabilities of Pollock Brothers ee Limited based upon the audited 
Balance Sheet as at Ist April, 1956: 

















FIXED ASSETS: Cost ciation Net 
Freshold pe £ £ £ 
Green Lane, Liverpool...... 4,954 954 4,000 
Gloucester Road, Liverpool.. 1,041 — 1,041 
Office Furniture Fittings...... 2,787 1.287 1,500 7 
Motor Vehicles and Caravan.... 19,613 10,161 9,452 
Petrol Pumps ............. eem 154 57 97 
£28,549 £12,459 16,090 
CURRENT ‘ASSETS: £ £ 
Work-In-Progress, Including 
value of materials on sites and 
in yards, as valued by Direc- 
tors, less provision for = 
tenates EE os osc owen . 2,149,568 
Less: Recelpts on Account.... 1,960,231 
189,337 
Trade Debtors, lass provision for 
doubtful debts.............. 19,684 
Deposits and Prepaid Expenses 4,434 
Tax Reserve Certificates...... 40,000 
Balances with Bankers........ 59.131 
Cash in Hand................ 8, 
321,188 
LESS: e 
CURRENT LIABILITIES: 
Trade Creditors and Accrued , 
e EE 65,865 
Currant Taxation ............ 4,977 
propose Dividends (net) for 
since paid chee eeeanaes 5,857 
A ditional Dividends for {954 
and 1955 (net) since pald.... : 20,000 
. Additional Profits Tax thereon 10,435 ES 
EXCESS OF CURRENT ASSETS . —" 
OVER LIABILITIES............ 214,054 
Less: Amount sat aside for Income 230,144 
Tax, 1956-57 ..... See vette 42,100 
NET ASSETS ..... C . ee. 





NOTES "m 
(1) Poliock Brothers (London) Limited has received Profits Tax Non- 
Distribution Relief and accordingly a Profits Tax Distribution Charge 
would normally be Incurred In the event of a distribution to its Share- 
er out of Reserves, including the balance on Profit and Loss 


Accoun 
(2) No audited Accounts of Pollock Brothers (London) Limited later than 
those for the year ended Ist April, 1956, havé been mada up for sub- 
mission to Members.  . We are PN 
` Yours faithful! : 
WHI NNEN] Si SMITH & AWHINNEY. 
BA qe. SLEIGH? LAWLER de HOOPER. - 


Le e Ki 
ie Wed aael t 
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- Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Proposed Integration Scheme 


SIR, — — Many interesting letters are appearing weekly, 
and thére may be good reason for a correspondent 
wishing ‘to remain anonymous, but I feel sure man 
would support the view. that the SS EE of 
correspondents should be stated. - 

Without, at this stage, expressing any view. on the 
proposal for integration, I feel there is one aspect for 


«. which the Councils of the Institute and the Society 


e 


wy 


should be highly commended, that is, the truly 
democratic method to be employed enabling each 
member to cast his individual vote, which I feel all 
members should consider to be a duty to be performed 
by them. 


London, EC2. 


Yours faithfully, 
ALBERT V. HUSSEY, r.s.A.A. 


SIR, — After sifting all the information, both written 
and spoken, and after ignoring factors of secondary 
importance, the basic motives behind the integration 
proposals seem to be: 


(i) The Council of the Institute think it likely that 
in the not too distant future, a Bill for the 
registration of accountants may be introduced. 

(i) They think that, after the passing of such a 
Bill the profession would be governed by a 
council composed of members of the three 
largest accountancy bodies, viz.: Chartered, 
Incorporated and Certified Accountants. On 
such a council Chartered Accountants would 
probably not enjoy a clear majority. 

(iii) They consider that, as the premier accountancy 
body they have a duty towards the public, and 
that this duty is mainly the responsibility of 
maintaining the highest professional standards. 
They think that these can only be guaranteed 
by ensuring that all accountants must have 


training in professional offices, where the ground 


covered is wider than in industry or local 
government. 

So far, so good. I entirely agree that the Council 
have a moral obligation to maintain the high standards 
they have previously set. The end is all right, but 
what about the means? The Council ‘propose to 
achieve their enda by a demonstration of over- 
whelming numerical strength, in the course of which 
all. existing Chartered Accountants and many 
Incorporated Accountants are going to lose their 
identity, and most Certified Accountants are going 
to be frozen out. 

Proposals of this nature make one feel that the 
Council are lacking in confidence in the strength of 
the Institute. I cannot see any valid reason why the 
Institute should not E its unique position even 
in a ‘registered’ profession. As far as employers are 
concerned there is no ‘mental confusion. They will 


continue to ask for Chartered Accountants, knowing 
that high standards are guaranteed. In order to 
compete at the same level, other accountancy bodies 
will have to make their training requirements equally 
exacting, and thus the Council's excellent objectives 
will be achieved without the use of brute force. ` 
Not much has been heard in these discussions 
about the position of the Chartered Accountant in 
industry. In my opinion the position of these people 
(who form about 58 per cent of the Institute) would 
be seriously prejudiced by the integration proposals. 
- Yours faithfully, ` 
A. L. MACDONALD, AC. A. 
Newcastle upon Tyne. 


Sm, — It is natural that Chartered Accountants want 
to be members of an organization which has its 
headquarters in their locality, and one. also which i is. 
most representative nationally. — ^ ---. 
scheme, the English Institute decides to admit 
Scottish Chartered Accountants who are resident in 
England and who desire admission. Scottish Chartered 
Accountants are surely no less qualified for member- 
ship of the English Institute (han Incorporated 


Accountants. ` 
| ' Yours faithfully, 


. London, WC2. R. SPROULL (Senior), GA. 


Sig, - I have read with interest the comments of 
your various correspondents on the new scheme, but 
not one has commented as yet on the one point which 
appears to me to be the biggest drawback of the 
scheme. 

If it is imperative that the Incorporated Account-. 
ants should be absorbed by the Chartered Account- 
ants, surely it is even more important that the 
Chartered Accountants should put their own position 
in order by amalgamating the English, Scottish and 
Irish Institutes. 

I would like to commend Mr E. H Carpenter 
(January 12th issue) for his remarks on Fellowship. 
It has always appeared to me that 'snob value' is the 
only asset of Fellowship, and the sooner this differ- 
entiation is dispensed with, the better. 

Yours faithfully, 
CHARTERED ACCOUNTANT. 


SIR, - Many matters that are being raised in your 
columns (some inaccurately) in connection with the 
integration proposals are really side issues, and it 
seems to me that the essentials of the scheme may 
well become obscured. There is, as I see it, a large 
body of qualified accountants who have had almost 


identical training and: whose- examination standards 
ke 
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are substantially the same. In a world with a multi- 
plicity of accountant organizations (which seem to be 
increasing in number) it must surely be to the ad- 
vantage of the public, of industry, of existing members 
of the Institute and of existing members of the 
Society, for the two organizations to merge and 
establish clearly, by reason of qualification, status and 
size, one pre-eminent body of ‘chartered accountants’. 

The fact that this widens the gap between the 
(enlarged) Institute and other bodies is surely an 
advantage to be welcomed by both Institute and 
Society, and indeed the public, as it reduces the risk 
of. the uninformed layman confusing the various 
organizations. 

I can ‘understand, to some extent, the disappoint- 
ment of those members of the Society who are in the 
public service and have not had their training in a 
practising accountant’s office and who remain ‘In- 
corporated Accountants’. May I suggest to them, 
however, that they should support the scheme,, 
bearing in mind that in the specialized and expert 
feld in which they work, their qualification is well 
known to the people who matter in that feld, and 
they will not really suffer any loss of status by reason 
of the proposals. The multiplicity of accountants’ 
organizations does not really press hardly on them 
as it does on others. They might also perhaps feel 
that, if for no other reason than numbers alone, they 
have not been in a position to play the really leading 
part in establishing the status that the Society enjoys 
and which enables it to negotiate on equal terms with 
the Institute. If I am right in my appreciation of their 
position I hope they will support the scheme on which 


the Councils of both bodies are to be congratulated. | 


. Yours faithfully, 


London, Er. G. W. KENNA, A.8.A.A. 


Sir, — I rubbed my eyes when I read the correspond- 
ence in your issue of January 12th — ‘So articles with 
all their disadvantages are to be extended in scope’; 

“very few principals give their articled clerks 
any training’. 

As I came down from Chepstow to Newport on a 
month's trial, sixty-one years ago today, perhaps my 
views may be of interest to some. My father borrowed 
my premium of {100 and on February 8th, 1896, the 
articles were signed for five years, no salary. Ar 
was a lot of money in those days and I was unable to. 


pay it back to the relative who lent it until 1907, but - 


had full value for money, and if I had my time over 
again I would still do the same. My principal, the 
late C. E. Parsons, F.C.A., was very decent to me and 
the.managing and other clerks showed me what to do. 

There must be, and are to my knowledge, very many 
firms of chartered accountants besides my own who 
do give their pupils good adequate training. 

I like training articled clerks, if only it is to see 
them making the same mistakes I did sixty years ago. 

The old idea of apprenticeship is still a good one. 
Ít is undeniable that office boys working up also get 
good experience and many are extremely capable. 

L 
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It is also undeniable that many keen lads who work 
their way up in industry are extremely good account- 
ants. It is also undeniable that many leaders of 
industry article their sons to chartered accountants, 
with a view to training them so that they may take 
substantial positions in industry upon their qualitying. 
Things have altered very much since my young 
days and many more A.C.A.s now go into industry 
immediately on qualifying. 
: I am going to oppose the scheme of integration, 
except as to increasing the number of articled clerks 


to four. 
` Yours faithfully, 
C. GORDON JOLLIFFE, F.C.A. 
Newport, Mon. 


SIR, - The sentiments expressed by your corres- 
pondents, L. S. Griggs and P. H. Robinson (January 
roth issue) are, I'm afraid, all too common amongst 
newly-qualified members of the Institute. The idea 
that their method of training is vastly superior to that 
undergone by members of the Society is a myth 
which inevitably vanishes as they progress in the 
profession and come into contact with and learn to 
appreciate the work of their fellow accountants 
qualified through other channels. 

Because in the past more obstacles may have beer 
put in the way of an intending chartered candidate, 
it does not necessarily follow that the student who 
overcomes these obstacles has received the better ` 
training. 

It is somewhat ig ning: to see the scheme of 
integration reviewed from the standpoint of indi- 
vidual gains or losses, instead of from the point of 
view of the profession as a whole, and this includes 
not only present members but those of the future 
as well. Society members in local government service 
need have no fear of a devalued designation, ‘Incor- 
porated Áccountant', as in their particular field the 
qualification will still be pre-eminent and future 
aspirants can qualify through The Institute of 
Municipal Treasurers and Accountants. $ 

Although this scheme may not be as wide in scope 
as some form of registration, it nevertheless is a well 
thought-out compromise and as such deserves the 
approval of all forward thinking people. à 

Yours faithfully, 
SIX YEARS HARD (A.s.4.A.) 


SIR, — Anyone. who has studied the integration 
proposals must be surprised that these proposals: 
should be recommended by the Council of the 
Institute. The proposed merger would qualify as 
Chartered Accountants many who have not under- - 
gone articles of clerkship and would undermine the 
principle of articles so wisely decreed and affirmed 
by the Council's predecessors.  - 

The future of the accountancy profession in this 
country will be largely identified with the future of 
the Institute, as it has been in the past. We will not 
be serving well either the Institute or the profession 
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— from the standards and principles which 
so valuable in establishing the reputation 
Accountants and the profession. 
T ' more individual point of view it must be 
Ttu... Pd that the majority of Chartered Account- 
ants are employees either in the profession or in 
commerce. A large proportion of accountancy 
vacancies, especially in commerce, are available only 
to Chartered Accountants whilst few, if any, are 
open only to Incorporated Accountants. It is a 
matter of simple arithmetic to deduce that if the 
merger is effected, present members of the Institute 
will have available to them fewer suitable vacancies 
than at present. 

It seems to me very sad that the present members 
of the Council who have done so much for Chartered 
Accountants and for the profession should sponsor 
such an ill-conceived scheme which, if put into effect, 
will nullify a great deal of their past work and that 
of their predecessors. All members of the Institute 
who value this work and who are interested in the 
future of the profession and of themselves should, 
in my view, vote against the proposed merger. 

Yours faithfully, 
CHARTERED. 


& 
ei 


Sir, — Several correspondents on the above subject 
seem to be labouring under a misapprehension 
regarding Society 'bye-law! candidates who are 
“referred to in terms which suggest the writers regard 
them in some way as inferior to 'articled' candidates. 
During a considerable experience in the course of 
thirty-six years of public practice, I have found that 
the newly-qualified Society 'bye-law' candidate is 
usualy more capable and reliable than the articled 
(Chartered or Society) man. This 1s to be expected 
for the reason that the 'bye-law' candidate serves a 
longer apprenticeship period, which, if I remember 
correctly, was not less than eight years, thirty years 
ago. 

Your correspondent, Mr Lang (January 19th issue) 
has his head in the clouds and his choice of the words 
‘superiority’ and ‘superior’ was unfortunate. A great 
deal of what he said was just nonsense and I will 
only trespass on your space to refer to the penultimate 
paragraph of his letter. 

For many years.a great number of candidates for 
the Institute and Society have worked and studied side 
by side in the same offices whether qualifying via 
articles or ‘bye-laws’, and many hold the view that 
the examination standard of the Society’s Final is a 
more severe test of knowledge than that of the Insti- 
tute. Substantially, of course, the examination 

- standard and other qualifications for membership of 
the Institute and Society are identical. 

Registration and closing of the profession of a 
public accountant to all but adequately qualified, 
professionally trained accountants must still be the 
ultimate aim, but in the meantime the proposed 
integration. scheme is a. great step forward. The 
Councils of thé three Cbartered Institutes and the 
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Society are composed of men of wide. knowledge and 
experience, and after long and careful consideration: 
of all the factors involved, have produced a scheme of 
unification of the senior ‘accountancy bodies which: 
undoubtedly will be of great value to the. whole 
profession and especially to present and future 
members. Y A l 
The vast majority of Chartered and Incorporated 
Accountants, I am sure, are grateful to the Councils 
of their respective bodies and will be wise and support 
the proposals. It is to be hoped that small-minded 
bickering and shortsightedness by the few will not 
be permitted to retard the progressive and beneficial 
scheme now proposed, by. reason of apathy on the 
part of the more enlightened members of our pro- 
fession. 
Yours faithfully, ' 
1920 VINTAGE (r.s.4.4.) 


SIR, — Most of the opponents of integration- appear 
to base their objections mainly on personal grounds,” 
giving little consideration to the effect on the pro- 
fession generally. 

Students in smaller towns would benefit under the 
scheme. I was articled in Liverpool and had the 
advantages of a large and active students' society, but 
in Cambridge the facilities for students to meet each 
other and attend lectures are extremely limited. 
Integration would certainly lead to the formation of 
students' societies in towns where the numbers are 
not at present sufficient, 

Mr Robinson (January roth issue) fears that 
admission of the Society's bye-law candidates will 
cause the description "Chartered Accountant? to be 
less valuable. Most of these candidates do their 
training in Chartered Accountants' offices and I fail 
to see on what grounds he bases his assumption, as 
the training received by students varies from office 
to office, irrespective of whether or not they are 
articled. Many of them would have been articled, if 
not for financial considerations, so the scheme will 
have the effect of making retrospective the present- 
day conditions under which articles are entered 
into on more democratic terms, 

I do not fear that my status as a Chartered Account- 
ant will in any way suffer under the scheme, and I 
am confident that the enlarged Institute will gain an 
enhanced reputation. 

This is also an opportune time at which to remove 
the anomaly of Associateship and Fellowship, and 
I hope that those members who agree with me will 
make this point at the Institute meeting. 

Yours faithfully, 
^ Cambridge. DONALD RICH, a.c.a. 


Sir, ~ Further to Mr Westwick’s excellent letter 
(January 12th issue), I should like to draw attention 
to another defect.of the present system of. quali- 
fication. I refer to the emphasis of the examinations 
get by both the. Institute and. the Society. 

. * 
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. These examinations should, surely, attempt to test 
the suitability of candidates for public practice. 
Whether or not the successful candidates do; in the 
event, set up in practice is irrelevant. Their quali- 
fication purports to show their eligibility to do oo 


and therefore, a fortiori, their eligibility to act as 


-assistants in a professional firm or to train for 
positions in industry. or commerce. I consider the 
present examinations. EE for the following 
reasons: 


(1) In the EE papers,- avati is` preferred to 
:accuracy. In practice the reverse is true. 


(2) In the law papers, much attention is paid to the 


,cangidate' s ability to reproduce facts which in 
~ ` practice are ascertained from the appropriate 
text-book. 

' (3) There is little attempt to test intelligence. 

(4) There is virtually no attempt to test practical 

.' ability. 

"The time of most professional accountants is spent. 
Jargely in auditing, accountancy and taxation work; 
company law: is of some PE other legal 
subjects of much less importance. 

My suggestions for improvements are as follows: 


(1). The accounting papers should be more a test of 

. ability than a race against. time. (If necessary, 
more papers could be set.) 

(2) The importance of the legal E RE in the 
examination should be greatly diminished and the 
remaining questions framed to test the candidate’s 

- ‘knowledge rather of principle than of detail. 
(3) More questions should be set to test the candi- 
date's intelligence and powers of original 
thought. 


(4) Much more importance should be attached to the. 


principal’s certificate which is the only reasonable 
test of practical ability. 


Let us, hope that the proposed amalgamation will 
prove to be the occasion for the reform.of the whole 
of flig present system, of qualification. 

. Yours faithfully, 

"AE . B. L. WARMINGTON, 
Finchley, Nzr2. B.SC. (ECON. ) 
Credit Insurance 

Sm, — I think Mr Ackery. may perhaps be unjust in 
suggesting in his letter published, on December 29th, 
that some accountants do not favour. this form of 
insurance. The rapid increase in the amount of credit 
insurance business, párticularly during the.post-war 


years, could not have taken place without considerable 
. think, speak for a large number of practitioners, and 


support from members of the profession. 
. Ir is. still, however, a comparatively new form of 


insurance and the full benefits which may be obtained: 
under a policy are not widely known. It does, as the. 


heading implies, provide more than just insurance 
against bad debts — it is the insurance of credit, and 
claims may be made not only in respect of insolvent 
debtors but also in respect of those who are slow in 
paying. It provides a much more precise figure for 


the cost accountant than can safely be. used when no, 
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policy is in existence and, particularly at the pr 
time, it is a very great aid in the obtaining of Énanc* 

Credit insurance does, however, cost more than 
some other forms of insurance and this may well be 
why some accountants have rejected it, although it 
may be that in some instances they are not aware 
of the full value of such a policy. . 

Incidentally, it would be interesting. to. know. 
whether accountants in practice have found it possible 
to reduce their routine audit work in satisfying 
themselves on the debtor item in the balance sheet 
when a credit insurance policy is in ‘operation, 

Yours faithfully, 


Caterham, Surrey. A. V. HOPKINSON. 


Census of Distribution etc., 1957 


Sm, — I would be grateful if you would allow me to 
endorse most strongly the remarks made by your 
correspondent, Mr J. A. Chisholm Will (January sth 
issue) on the subject of the census of distribution. 

In submitting returns both of production and dis- 
tribution in connection with the firm by whom I am 
employed, I have encountered similar instances of 
the Board of Trade being prepared to accept the most 
approximate figures, which must make the final 
result a most unreliable one. 

I have also known them to dispute correct figures 
and to alter them to suit a recognized rate of gross 
profit in order to pull the figures into line with other— 
similar businesses, which again seems to make the 
whole business completely futile. 

It is rather interesting to note that the answer made 
by the Board of Trade in reply to Mr. Will's letter 
does not.deal with his question; he asks precisely 
what benefit arises from this and other censuses', and 
the Board of Trade is very careful not to give him am, 
answer to this. 

I think the whole business is a complete waste of 
time and one of the reasons why we are made to suffer 
such a heavy burden of taxation. 

Yours faithfully, 
G. O. B. JOHNSON, A.C.I.S. 

Stockport, Cheshire. 


Sir, - Referring to Mr Chisholm Will’s letter. in 
your January sth issue, the reply of the Board of 
'Trade patently avoids the question asked in the first 
paragraph of the letter. | 

Your correspondent, having taken the Seele to 
write about the matter of these censuses, does, I 


the further point arises that these censuses, when 
they are eventually completed on somewhat.shaky 
foundations, seem to have become somewhat musty. 
It is doubtful if the alleged usefulness justifies the 
cost, as I have yet to find a client impatiently awaiting 
publication of the figures and then consuming d 
with avid Dee 
Yours pos 28 
SE OSC EEN . Es P: ‘SWAN, 
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Revenue Integrity - 


SIR, = Mr Newport's letter (January 19th issue) deals 
with a matter of importance and it deserves to be 
taken seriously; but, despite the extraordinary remarks 
attributed to the Inspector, I wonder whether Mr 
Newport has chosen a happy example. May he not be 
tilting at a windmill of outstanding size but quite 
unusual fragility? 

If the Inspector had prima facie evidence that the 
real profits might approach £16, ooo why should he 
submit such a low ‘protective’ assessment as £1,500? 
If the taxpayer omitted to appeal the assessment 
would have become final and conclusive within twenty- 
one days; and then, unless the Revenue could prove 

\an enormous hidden income from taxed dividends, 
the surtax assessment of £16,000 could easily have 
been upset. On Mr Newport’s figures it would have 
to be reduced to about £2,700, tax payable £75. 

My guess is that a childish mistake was made, 
either in the Inspector's office or by the Special 
Commissioners, whereby a protective income tax 
assessment of {1,500 was treated for surtax purposes 
as £15,000. On this basis the protective surtax 
assessment of £16,000 is understandable. 


- Yours faithfully, 
London, E18. 


V. P. GOOK. 


rchase of Controlling Interest: Taxation 


"Cn The private limited company (not director- 
controlled) with which I am associated, is contem- 
plating buying the whole of, or the controlling interest 
in some other concern. Perhaps readers will indicate 
the more important points to be considered from the 
taxation angle. It is proposed to run the suggested 


concern as a separate entity. 
Yours faithfully, 


BUYER. 


"Iwo Economic Delusions' 
Sir, - Mr A. W. Tuke, in his address published in 
your issue dated December 8th, says: 

‘but do not imagine that when they do it (plough 

back profits) they avoid inflation'. 

I was always under the impression that ploughed 
back profits were used in a business either: as savings 
(invested), as working capital to maintain and expand 
production, or. to improve the productive assets 
position. Mr Tuke seems to brush aside the outlet 
for profits as savings, as, 

"it is not the business of any company to with- 

hold profits from its stockholders unless they are 

in fact wanted for the development of the company, 

~ either immediately or in the foreseeable future’, 

Did all our business directots foresee the present 
oil crisis, and will not stockholders now uphold the 
sagacity of those who refrained from distributing 
additional profits to build‘up. a ‘financial reserve? 

As for utilizing additional profits as additional 
working „capitali or: int} the purchase of improved 
machirety; that“(means increased prodyctiomand 
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productivity which are antti-inflationary, whereas 
distributing to stockholders means releasing funds 
for more widespread Poe If the additional 
profits could not be usefully saved, or were surplus 
to production, they could always be usefully absorbed 
in a reduction of the price of the product sold, thus 
promoting an anti-inflationary atmosphere of im- 
mense psychological importance. 

‘Mr Tuke gives an example of 

‘a company which has this year made a gross profit 

: of. 100,000 more than it made last year’, 

the whole of which he assumes is taxable, the re- 
mainder, after tax, being distributable either as 
dividend or for ‘spending’ by the company. ` Assum- 
ing it is possible for £100,000 additional ‘gross profit’ 
to be equivalent to £100,000 additional net taxable - 
profit, is it reasonable to further assume that the 
£54,500 remaining after tax is ‘cash’ left over for 
‘spending’? More than likely it will have become 
merged in stocks, book debts, creditors, or productive 
plant; and the company may have had to use their ' 
bank overdraft to pay the tax. 

'Adding to the general volume of purchasing 
power by the ploughing back of profits connotes 
a healthy expansion. A healthy expansion connotes 
increased productivity. Increased productivity con- 
notes more goods costing less] Mr Tuke says he 
favours ploughing back profits, which makes it all 
the more difficult to understand his argument that 
this estimable practice does not avoid inflation. 
With all the other forces working towards inflation, 
such as the terrific amount of brains and brawn 
expended on armaments for which we pay economic 
rates of pay but get little economic utility value in 
return, the inherent inflationary tendency in over- 
full employment, and the. additional cost of a large 
labour turnover, it would be difficult for any single 


- practice to avoid inflation. 


I respectfully submit however that the practice of 
ploughing back. profits does materially help to avoid 
inflation, and should be encouraged for the benefit 
of everyone concerned, including the stockholders, 

I was very pleased to find myself in agreement 
with Mr Tuke regarding the other “economic 


delusion’. 
Yours faithfully, 
Burgess Hill, Sussex. ` WM. E. SPRUCE. 


[Mr A. W. Tuke writes: I would remind your corre- 
spondent that I was concerned to counteract the 
assertion that increasing dividends drive up prices. 
I am entirely in favour of the ploughing back: of 
profits, as a general principle, but the fact remains 
that so far as inflation is concerned, the spending of a 


. given sum of money by a company on the purchase 


of new manufacturing. machinery has the same 
immediate effect on the economy as the spending of 
that sum by individuals.on consumer goods of any. 
kind. It puts that much more money into circulation, 
which is spent over and over again as it circulates. 
My contention was that if a part of this sum is with- 
drawn as’ additional taxation, mS Horde dnte. result ` 
will be deflationary. 3 l REI 


* 
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| , | 
| laxation Cases 

; A full report of the cases summarized in this column will be published, with Notes on the Judgments, 
| | in the ‘Annotated Tax Cases’. 


Regina v. 
* Special Commissioners of Income Tax 
ex parte Linsleys (Established 1894) Ltd 


l In the High Court of Justice (Queen’s Bench Division) 
October 19th, 1956 


(Before the Loro Curr Justice (Lord GODDARD), 
Mr Justice HALLETT and Mr Justice DONOVAN) 


Surtax — Undistributed income of company — Invest- 
ment company — Profits tax - Distribution charge - 
Possible election by shareholders to assessment — Special 
Commissioners refusal to make surtax direction - 
Mandamus — Finance Act, 1939, Section 14 — Finance 
Act, 1947, Section 30 (3), 31 (3), 35 — Income Tax 
Act, 1952, Section 262 — Finance Act, 
è Section 68. 


The applicant, an investment. company within 
Section 262 of the Income Tax Act, 1952, was 
assessed to profits tax, and, if the amount assessed 
were deducted in computing the company's income 
for surtax for the same accounting period, the 
amount of its income would be nil. For this reason 
the Special Commissioners .refused to make a 
direction under Section 262. If a direction had been 
made, the company and those of its members, who 
were not individuals, would have been entitled to 
elect, under Section 31 (3) of the Finance Act, 1947; 
in which case the company would not have been 
assessable to profits tax. The company applied for 
an order of mandamus requiring the Special Com- 
missioners to give a direction under Section 262. The 
company had also appealed against the profits tax 
assessment. 

- Held, that an amount of profits tax, that was pay- 
able within Section 68 of the Finance Act, 1952, was 
an-amount which had been ascertained and fixed, and 
not an amount which was still under appeal and which, 
if the company followed a course allowed by law, 
might never become payable at all; that, therefore; 
in the present case the company had an income for 
surtax purposes, wlich could be the subject of a 
direction under Section 262; and that, as the terms 
of that section were imperative, an order of mandamus 
would issue. 
; Lord Portman v. 

i Commissioners of Inland Revenue 

In the High Court of Justice (Chancery Division) 
November rst, 1956 

(Before Mr Justice DANCKWERTS) 
Stamp duty — Deed of exchange — Purchase from com- 
pany of equitable interest in certain estates — Sale of 


freeholds to company — Sum for equality of exchange — 
Whether two conveyances on sale — Stamp Act, 1691, 


Sections 4, 54, 55, 73- 
In 1949 the appellant sold to a company his life 
° 


5952, 


interest in a part of the Portman Settled Estates. In 
1955 the appellant agreed to repurchase that life 
interest and to sell to the company his freehold 
interest in another portion of the Portman Settled 
Estates. On March 31st, 1955, a deed of exchange 
was made between the appellant and the company by 
which the appellant conveyed to the company the 
freeholds in question, and the company assigned to 
the appellant the said life interest and covenanted to 
pay to the appellant /180,000 for equality of exchange. ^ 

It was contended on behalf of the appellant that 
the deed provided for no more than an exchange of 
the life interest for the freeholds and that stamp duty 
was payable only on the £180,000. It was contended 
on behalf of the Inland Revenue that the effect of the 
deed was. to convey the subject-matters -of two 
separate contracts of sale, and that stamp duty was 
payable ad valorem on the value of the consideration 
for each of the conveyances. 


Held, that the contention of the E Revenue 
was correct. 


Commissioners of Inland Revenue v. 
. Earl of Shrewsbury : 


i the-Court of Appeal — November 6th, 195 


(Before THE MASTER OF THE ROLLS (Lord ÉVERSHED), 
Lord Justice BIRKETT and Lord Justice ROMER) 


Estate -duty — Settled landed estate — Estate non- 
alienable — Estate duty paid on death of previous tenant- 
in-Lail — Termination of leases and increase of rents — 
Whether further estate duty thus payable — Succession 
Duty Act, 1853, Sections 20, 21 — Finance Act, 1694, 
Sections 4, 5 (5) — Finance Act, 1949, Section 283. 

The twentieth Earl of Shrewsbury, who was 
tenant-in-tail of a landed estate, died in 1921, and 
was succeeded as tenant-in-tail by the plaintiff. The, : 
estate was non-alienable by either the twentieth Earl 
or the plaintiff, and therefore, by Section 5 (5) of the 
Finance Act, 1894, the property passing on the death 
of the twentieth Earl was deemed to be the interest 
of his successor and had to be valued for estate duty ` 
in like manner as for succession duty. 

Estate duty was paid on the death of the twentieth 
Earl, and the value of the plaintiff's interest was taken 
to be the value of an annuity for the residue of the 
plaintiff's life based upon the rents as at the death of 
the twentieth Earl. Subsequently, some of the leases 
fell in, and the properties were relet at higher rents. 

It was contended on behalf of the Inland Revenue 
that, as each lease terminated, further estate duty 
became payable on an amount equal to the difference 
between the value of the property in question after 
such determination and the value as at the death of 
the twentieth Earl at the appropriate rate to be calcu- 
lated after aggregation with the figure arrived at on 


- 
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the twentieth Earl's death as representing the rest 
of the settled estate. — . 

Held (reversing the decision of Mr Justice Vaisey), 
that the claim for this additional estate duty was 
valid. 

Bridges v. Bearsley 
Bridges v. Hewitt 
In us High Court of Justice (Chancery d 
November 8th, 1956 
(Before Mr Justice DANCKWERTS) 


Income tax — Schedule E ~ Managing director — Secre- 
tary — Transfer of shares — Whether values of shares 
profits from employment — Income Tax Act, 1952, 
Schedule E (Section 156), Schedule IX, paragraphs 
E 

The respondents in these cases were respectively 
a rhanaging director and the secretary of a company 
who, with another managing director and the founder, 
had been mainly responsible for building up the 
company's business. During his lifetime the founder 
transferred relatively small blocks of shares to them 
and they expected that he would leave them a sub- 
stantial holding in his will. The will however, 
created a trust of the founder's shares in favour of 
his widow for life and then for his two sons. 

The founder died in 1936, and the elder son 
became the chairman of the company and service 
agreements for ten years were entered into between 

_the company and the three gentlemen in question. 
In 1945 the respondents expressed to the elder son 
the disappointment of the three of them at not having 
been left any shares by his father. The son accepted 
that the father had been remiss in this regard, and 
undertook to transfer 20,000 shares among the three 
on tbe death of the life-tenant, who was then aged 
85. It was left to the second respondent to make 
arrangements for some legal document for the pur- 
pose and on December 30th, 1945, each of the sons 
entered into deeds of covenant with each of the.three 
for the transfer of the shares within a specified period 
after the death of the life-tenant. Each deed expressed 
. the desire of the covenantor to mark his appreciation 
of the past services of the covenantee in the company's 
employment and his desire that the covenantee 
should remain in that employment for a certain 
period. By clause 1 of the deed the covenantor bound 
himself to transfer his quota of shares 'in consideration 
of the covenantee continuing his present engagement 
with Meccano Ltd until the expiry of four years from 
the date hereof’. The shares were transferred in 1953, 
while the tenant for life was still alive. Meanwhile, 
the second respondent had resigned his office of 
secretary of the company. In the latter part of 1945 
the other managing director was unable by reason of 
ill health to attend the office, and he died in 1949, and 
tax was not claimed on the shares transferred to his 
executors. 

It was contended on behalf of the appellant that 
the shares arose to the respondents out of their 
employments with the company and.that the Special 
Commissioners had come te a wrong decision. It was 


contended on behalf of the respondents that despite 
the statement of consideration in clause 1 of the deeds 
the shares were not received by the respondents from 
their employments with the company. The Special 
Commissioners decided that, if the deed of covenant 
only could be considered, the shares were not trans- 


ferred as an act of remuneration; that, if the deeds of 


covenant could be considered together with evidence 
of the verbal arrangement previously made, their 
conclusion was the same; and that, if all the "verbal 
evidence in the case, some of which was considered 
to be inadmissible, could be looked at, their con- 
clusion would still be the same. 

- Held, that the introduction of the element of con- 
sideration into the deeds of covenant changed - the 
character of the transaction and that the shares were 
received by the respondents as pron of their 
employments. 


"Jackson v. Laskers Home Furnishers Ltd - 
In the High Court of Justice (Chancery Division) 
November 13th, 1956 ` 
(Before Mr Justice DANCKWERTS) - 


Income Tax — Trade — Repair of new premises — Corre- 
sponding reduction 1n rent — Whether cost deductible — 
Income Tax Act, 1952, Section 137 (a); (d), (f). 

." During 1951 it became necessary for the company 
to arrange to give up its tenancy of the building 
where it had carried on business for many. years, and 
it obtained a lease of a new building. for fourteen 
years from March 25th, 1952. The old tenancy 
expired in March 1953. The new building had been 
unoccupied for eighteen years, and was in a bad state 
of repair, and the company spent £2,295 in putting 
it into suitable condition for use. The lease provided 
for this work to be done by the company, and in 
return the rent for the first year was fixed at a pepper- 
corn, then at £700 a year for the next six years, and 
thereafter at £1,000 a year. The company went into 
occupation on May 17th, 1952; by that time some of 
the work of repair and reinstatement had been 
finished, and the whole of the work was completed 
on June 26th, 1952. 

It was contended on behalf of the company that 
the /2,295 was merely expenditure on repairs, and 
was deductible by reference to Section 137 (d) of the 
Income Tax Act, 1952. It was contended on behalf 
of the appellant that the expenditure was on accumu- 
lated repairs, and that none of it was deductible. The 
General Commissioners decided that £275, which 
had been spent on making apertures in the party wall 
of the building for the purpose of providing means 
of transit on the upper floors, and on the erection of 
partitions in another part of the building, and on the 
installation of a new electric wiring system, was non- 
deductible; but that the balance of £2,020 could be 
deducted for tax purposes. 

Held, that none of the expenditure was deductible 


‘on the principle that the cost of the. accumulated 


repairs represented capital expenditure required on 
the acquisition of the premises. - 
e 
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ACCOUNTANT STUDENTS’ ASSOCIATION 
. A ANNUAL DINNER | 


The annual dinner of The Leeds and District Char- 
tered Accountant Students’ Association was held at 
The Great Northern Hotel, Leeds, on Friday, January 
18th. The President of the Society, Mr Mr H. Bolton, 
F.C.A., was in the chair. 

Among the guests were Brigadier Kenneth 
Hargreaves, C.B.E., T.D., D.L., F.C.1.8., Past President, 
The Chartered Institute of Secretaries; Mr T. A. 
Hamilton Baynes,- M.A., F.C.A., 8. member of the 
Council of the Institute; "Alderman T. A. Jessop, J.P., 
Lord Mayor of Leeds; Mr F. R. Worts, M.a., Past 
Headmaster, Leeds City High School; Mr A. B. 
Sellars, Past Captain, Yorkshire County Cricket 
Club, and 


Messrs W. A. Bates (Liverpool Chartered Accountant 
Students’ Association); P. R. Cariss (Birmingham Chartered 
Accountant Students Society); A. Clarke (Hon. Secretary, 
Incorporated E District Society of Yorkshire 
Students’ Section); J. S. Craig (Chartered Accountant 
Students’ Society of London); B. Emmett (Leeds Law Students’ 
Society); C. A. Hinde (Principal, Inland Revenue Training 
R. F. Lander (Nottingham Chartered 

octety); E. R. Longman, F.C.A. 
(President, Leeds, Bradford and District Society of Char- 
tered Accountants). 

Mesars C. E Prod (Manager, National Provincial Bank 
Ltd, Leeds); G. D. Paterson, M.A., F.C.A. (Hon. Secretary, 
Leeds, Bradford and District Society of Chartered Account- 
ants); W. M. Pearce (Manchester Chartered Accountants 
Students’ Society); D. A. Rooley (Bradford and District 
Chartered Accountants’ Students’ Association); The Rev. 
Canon C. B. Sampson, M.A. (Vicar of Leeds); Messrs D. B. 
Shaw (S and District Chartered Accountant Students’ 
Society); E. Duncan Taylor, F.C.4. (Member of the Council 


of the Institute); P. L. Wood (Hon. Secretary, Leeds and 


District Chartered Accountant Students’ Association); J. M. 
Young ee Accountants’ Students’ Society of Kingston 
upon H l 

Welcoming members and guests to the city, the 
Lord Mayor said that the varied industries of Leeds 
provided employment for over half a million people. 
Accountants played no small part in the success of the 
industries, he said. Young people had a very important 
part to play in putting England back where she once 
was and the students of today would be the leaders 
of tomorrow. It was up to them to get down to the 
job of mastering their subject so they could play their 
part. 


. The T High Standards 


Proposing the toast "The Institute of Chartered 
Accountants in England and Wales’, Brigadier 
Hargreaves said he brought to them the greetings of 
the Chartered Institute of Secretaries who had a great 
admiration and friendship for accountants. He said 
that it was- -his- opinion that there was no Institute 
in the world which had.such high standards as that 
of the Chartered Accountants, and for that everyone 
must be thankful.' 


e ‘I would urge on thi$ fine body the importance of ES? 


e 


to those standards. Be as generous and brad: aia and 
as sympathetic as you can, but stick to the high standards 
and do not let your client depart from them. If you do that. 
you will do a jolly good job. Be loyal to your profession 
and your clients, your country and your God as well.’ 


Brigadier Hargreaves continued: 


“There has been a custom developing in recent years to .- 
decry public men . . . It is a terrible custom because it 
creates a feeling of no confidence. I think it is important 
that a country should have confidence in its elected leaders 
for the time being. I think it is important that a client 
should have the utmost confidence in a chartered account- 
ant. Never should that confidence be let down, and never 
should the high name of the Institute be let down.’ 


Brigadier Hargreaves said that one did not easily 
become a chartered accountant. There were years of 
study and practice. It was important that the great 
name should remain and become even greater in the 
public estimation. 


Integration 


Replying, Mr Hamilton Baynes said it was one of . 
the most significant moments in the history of the ` 
Institute because they were shortly to have a meeting 
about the great scheme of integration. 


‘I do not blame anybody who says he is feeling sad about 
it, but I think we must reject any unworthy thoughts 
because we have been trying to do this for years and years 
and those people who say they do not like it are usually 
the ones who say that it ought to have been done years ago. 
This is the occasion where we have the chance of putting 
our name to something which will make history. It is the 
beginning of the integration of the profession which has 
been needed for so long. It is the beginning and not the 
end', he declared. 


Referring to examination papers, Mr Hamilton 
Baynes said that great care should be taken in the Y 
choice of words because whatever we did we had to 
express ourselves intelligibly. 

‘I suppose our schools are to blame for the fact that we 
do have such deplorable English in examinations. Very. 
often the candidate knows what he wants to say, but he 
does not say it in the right way or use the right words.’ 


Mr Hamilton Baynes commented that industry,. 
perhaps more than it realized, relied on the signature 
of a chartered accountant. 


Proposing the toast ‘The Leeds and District Ghar- 
tered Accountant Students’ Association’, Mr Worts: 
suggested that another word might well be found to: 
replace the name ‘students’, because in many parts. 
of the world that word had now come to be associated 
with ‘lawlessness and incitement to murder’. ) 

The response to this toast, was made by the President 
of the Association. The toast of ‘Our Guests’ was 
proposed by Mr P. L. Wood, Hon..Secretary, Leeds: 
and District Chartered Accountant EE E 


' á&on;-and. Mr Sellars respónded,.... o 
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CHARTERED AND INCORPORATED 
ACCOUNTANTS IN IRELAND 
SCHEME OF INTEGRATION 


We reproduce below the Irish counterpart of the scheme of integration 
between The Institute of Chartered Accountants in England and Wales and The 
Society of Incorporated Accountants dated December 5th, 1956. The full terms of 
the main scheme were reproduced in our issue of January 12th, and the terms of 


the Scottish counterpart of the scheme were reproduced in last week's 


issue. 


The Explanatory Memorandum to the scheme appeared in our issue of 
December 22nd, 1956. 


1. Definitions 


In this scheme, unless inconsistent with the subject 

or context: 

(a) ‘the Institute’ means The Institute of Chartered 
Accountants in Ireland, and 'any of the Insti- 
tutes’ means and includes the Institute, The 
Institute of Chartered Accountants in England 
and Wales and The Institute of Chartered 
Accountants of Scotland; 

(b) ‘the Society’ means The ‘Society of Incorporated 
Accountants; 

(c) 'the date of ' publication of this scheme’ means 
December zoth, 1956; 

(d) ‘the effective date’ means the date upon which 
this scheme becomes effective in accordance with 

_ clause 12 hereof, 

- (e) ‘public accountant’ means a person (i) who is a 
member of a body of accountants established in 
Ireland or in Great Britain the standing of which 
body is recognized by the Council of the Institute 
and (ii) whose main occupation consists of prac- 
tice as an accountant and the offer of his services 
as such for reward to members of the public 
generally; 

(f) ‘Chartered or Incorporated Accountant’ means 
a member of any of the Institutes or of the 


ociety; 

(g) Bye-law candidate’ means a person who is 
registered as a bye-law candidate of the Society 
in accordance with the special provisions of the 

1 bye-laws of the Council of the Society; 

(h) ‘Ireland’ means the territory comprising both the 
Republic of Ireland and Northern Ireland; 

(GC) ‘this scheme’ means this scheme as originally 
framed with any amendments which may prior 
to the effective date have been approved by 
general meetings of the Institute and of the 
Society and agreed to by their respective 
Councils; 

(j) ‘month’ means calendar month; 

(k) words importing the masculine gender only 
shall include females, words in the singular shall 
include the plural, and words in the plural shall 
include the singular. 


2. Membership of the Institute 


(a) Admission of members of the Society to membership 
of the Institute 
(i) Any member of the Society who either — 
(a) at the date of publication of this scheme is 
resident in and practiging. as a public accountant 
in Ireland, or 


(6) qualified for membership of the Society after 
service (either as an articled clerk or as a bye- 
law candidate) for the appropriate period pre- 
scribed by the regulations of the Society, such 
service having been entirely with a publie 

2 accountant practising in Ireland, 
shall, upon application to the Institute made vika . 
six months after the effective date, be eligible for 
admission to membership of the Institute. as an 
Associate. 

For all purposes of this scheme the decision of the 
Council of the Institute as to whether a person is a 
public accountant and as to whether a member of the 
Society qualified for such membership by virtue of the 
appropriate period of service as aforesaid with a public 
accountant shall be final. 

. Gi) Any such member of the Society admitted to 
membership of the Institute as an Associate who, at 
the date of publication of this scheme is a Fellow of 
the Society and who has been continuously in practice 
as a public accountant for not less than five years 
immediately preceding the date of his application for 
admission to membership of the Institute shall be 
eligible for election as a Fellow of the Institute. 

Any other such member of the Society admitted 
to membership of the Institute as an Associate shall 
as soon as he shall have been continuously in practice 
as a public accountant for five years (whether or not 
wholly or in part after admission as an Associate as 
aforesaid) be eligible for election as a Fellow of the 
Institute. 

(iii) Any member of the Society who is admitted as 
an Associate or elected as a Fellow of the Institute 
under sub-clauses (i) or (ii) of this clause shall be 
entitled to describe himself as a Chartered Accountant 
and to use after his name the initials A CA or F.C.A. 
as the case may be but shall cease to describe himself 
as an Incorporated Accountant or to use the designa- 
tory letters A DA A or F.S.A.A. 


(B) Admission of former members of the Society to 
membership of the Institute 

The Council of the Institute may in its discretion 

admit any former member of the Society to member- 

ship of the Institute upon such terms and conditions, 

if any, as the Council may consider appropriate having 

regard to the provisions of this scheme. 


(c) Admission of Incorporated Accountants of the Insti- 
tute of Chartered Accountants in England and Wales 
to membership of the Institute 

(i) Any person who is admitted to membership of 

The Institute, of Chartered Accountants in England 
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and Wales as an Incorporated Accountant shall become 
eligible for admission to membership of the Institute 
as arr Associate upon satisfying the following conditions: 
` Lol that he shall produce to the Council of the 
Institute a certificate of having passed the Final 
examination of The Institute of Chartered Ac- 
.'countants in England and Wales or the Final 
examination of the Society (not being its modi- 

fied or special Final examinaton held in the 
Union of South Africa or in Southern EEN 


and 
(b) that whilst a member of the Society or of that 
Institute (or: partly whilst a member of the one 
and partly whilst a member of the other) he shall 
continuously for not less than three years have 
served in Ireland in the employment of or shall 
have been in partnership in Ireland with a 
Chartered or Incorporated Accountant practising 
as a public accountant in Ireland. Provided 
always that for the purposes of this condition 
the continuous period of three years above 
referred to may consist partly of service. and 
'partly of partnership' as aforesaid, but must in 
the case of service or partnership with a member 
of The Institute of Chartered Accountants in 
England and Wales be service or partnership 
with a Fellow or Associate of that Institute. . 
(ii) Any Incorporated Accountant of The Institute 
of Chartered Accountants in England and Wales who 
is admitted to membership.of the Institute as an 
Associate in accordance with sub-clause (1) of this clause 
shall be entitled to describe himself as a Chartered 
Accountant and to use after his name the initials A.C.A 
but shall thereupon cease to be entitled to describe 
himself as an Incorporated Accountant or to use the 
designatory letters A.S.A.A. or F.S.A.A. 


3. Members of the Society who are already 
Members of the Institute 


No member of the Society who at the effective date 
is already a member of the Institute shall thereafter 
be entitled to describe himself as an Incorporated 
Accountant or to use e the designatory letters A. GA A. 
or F.S.A.A. 


4. Articled Clerks — General Provisions 


The number of articled clerks which a practising 
member of the Institute’ may have in his service at 
the same time shall be increased from two to four but 
the Council of the Institute shall be empowered in its 
discretion and on the application. of any member to 
permit an increase in this number in any case in which 
it considers it desirable so to do and upon such terms 
and conditions, if any, as it thinks fit. 


. B5. Articled Clerks and Bye-law Candidates 
of the Society 


. (i): Any articled. clerk registered as such prior. .to 
the effective date who is articled to a member of the 
Society practising as a public accountant in Ireland 
(whether such member of the Society becomes a 
member of the Institute or not) shall be eligible to be 
articled to a meniber of the Institute practising as a 
public accountant in Ireland for. a period expiring 
on "tbe date on which his: articles with the member 
of-the Society would have been completed. iech 

For the purpose of ascertaining such date, no péricti 
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of service under articles otherwise than with a member 
of the Society practising as a public accountant- in 
Ireland shall count towards the completion of articles,- 
If the member of the Society to whom such articled 
clerk is articled becomes a member of the Institute 
pursuant to this scheme the articled clerk’s existing 
articles may, upon application to the Institute made 
within six months after the effective date, be -registered 
with the Institute, and thereupon they shall be deemed 
to have been duly entered into and registered for: all 
purposes of the bye-laws of the Institute but so that no 
period of service under such articles otherwise than 
with a Chartered or Incorporated Accountant practis- 
ing as a public accountant in Ireland shall count to- 
wards completion of such articles and the same may 
(if necessary) by agreement be extended accordingly.- 
(ii) Any bye-law candidate of the Society registered 
as such prior to the effective date who is undergoing 
his period of qualifying service in accordance with the 
regulations of the Society with a Charteréd or Incor- 
porated Accountant practising as a public accountant 
in Ireland may, upon application to the Institute made 
within six months after the effective date — 
(a) be articled to a member of the Institute for a 
period expiring on the date on which such 
EE service would have been completed, 


(6) be permitted, if at the effective date he shall have 
served five years (or such shorter period as the 
Council of the Institute may in its discretion in 
any particular case consider sufficient) of qualify- 
ing service, to complete his period of qualifying | 
service instead of entering into articles. 

But in no case shall any period of service otherwise 
than with a Chartered or Incorporated: Accountant 
practising as a public accountant in Ireland count as 
qualifying service. 

(iii) Whilst any such articled clerk or bye-law candi- 
date shall be eligible to sit for the examinations of the 
Institute or of the Society, he shall be exempt from the 
Preliminary examination of the Institute and shall, if 
he has passed or passes or has been duly exempted 
from the Intermediate examination of the Society, be 
exempt from the Intermediate examination of the 
Institute and, if he passes or has passed the Final 
examination of the Society (not being its special 
Final examination in the Union of South Africa or in 
Southern Rhodesia), be exempt from the Final 
examination of the Institute. 

(iv) Any such articled clerk or bye-law candidate 
who passes or is exempted from tlie Intermediate and 
Final examinations of the Institute as aforesaid and 
who completes his appropriate period of service shall, 
upon application to the Institute, be eligible for 
admission to membership of the Institute as an 
Associate, ' 

(v) Any articled clerk or bye-law candidate of the 
Society who has duly completed his period of service 
under articles wholly with a member of the Society_ 
practising as a public accountant in Ireland or (as the 
case may be) his qualifying service wholly with a 
Chartered or Incorporated Accountant practising as a 
public accountant in Ireland prior to the effective date 
has passed or passes or has been exempted from the 
Intermediate examination of the Society, but who has 
not passed the Final examination of the Institute or the 
Final examination of the Sociéty (rot being its special 
Final examination held in the Union’ of South Africa 
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or.in Southern Rhodesia) shall, upon passing either of 
the Final examinations referred to above and upon 
application,to the Institute, be eligible for admission 
to membership of the Institute as an Associate. 

(vi) Any articled clerk or bye-law candidate of the 
Society who has duly completed his period of service 
under articles, or his qualifying service with a public 
accountant in Ireland, and who has passed the Final 
examination of the Society (not being its special Final 
examination held in the Union of South Africa or 
Southern Rhodesia) prior to. the effective date but has 
not become a member of the Society shall, upon 
application to the Institute made within six months 
after the effective date, be eligible for admission to 
membership of the Institute. 

(vii) Any articled clerk or bye-law candidate of the 
Society who, after the effective date, desires to transfer 
his articles or to change his employment shall first 
obtain the consent of the Council of the Institute to 
such transfer or change and unless he do so, service 
after such transfer or change shall not count towards 
completion of his articles or his qualifying service 
unless the Council of the Institute otherwise directs. 
In giving any such consent or direction, the Council of 
the Institute may impose such terms and conditions, 
if any, as it may consider appropriate. 


6. Applications to the Institute 


Every application to the Institute made by any person 
pursuant to this scheme shall be subject to the pro- 
visions of the Charter and bye-laws of the Institute 
for the time being in force, and shall be made in such 
form as the Council of the Institute shall require; but 
the period within which any such application is to be 
made may be extended either generally or in any par- 
ticular case as the Council of the Institute in its dis- 
cretion consider it proper to do so. 


7. Examinations of the Society 

(i) As from the effective date or such later date 
(if any) as the Councils of the Institute and of the 
Society may agree, the Society shall cease to hold any 
further examinations; but in regard to candidates for 
admission to the Institute (being persons to whom 
clause 5 of this scheme applies) the following examina- 
tions shall continue to be held as examinations of the 
Society in accordance with sub-clause (i) of this 
clause for the periods below set forth or for such longer 
period or periods as the Council of the Institute may 
think fit: 

Intermediate examination: Until December ist, 1959 

Final examination: Until December rst, 1961 

(ii) Such examinations shall be conducted by -the 
Council of the Institute in consultation with the 
Council ot The Institute of Chartered. Accountants in 
England and Wales (which will be conducting parallel 
examinations for candidates for admission to that 
Institute) as nearly as may be in accordance with the 
relevant provisions of the constitution of the Society 
in force at the date of publication of this scheme, with 
such modifications (if any) as the Council of the 
Institute may in consultation with the Council of The 
Institute of Chartered Accountants in England and 
Wales consider necessary. or desirable. 


-, 8. Finance 


. (i)uNo-entrance fee shall.be payable to the Institute 
by- any person who at the-effective ‘date was. 9 member 


- 


THE 
ACCOUNTANT 


107 


of the Society and is admitted to membership of the 
Institute under clause 2 of this scheme but there shall 
be paid to the Institute in respect of each such pergon 
the sum of £21. Such sum shall be paid by The Insti- 
tute of Chartered Accountants in. England and Wales 
after the transfer of the Society's surplus assets to that 
Institute in accordance with the provisions of the 
scheme of integration referred to in paragraph (b) of 
clause 12 (i) of this scheme. 

(ii) Every other person who is admitted to member- 
ship of the Institute under this scheme shall (except 
as hereinafter provided) pay the entrance fee for the 
time being in force under the bye-laws of the Institute. 
Provided that in the case of persons who are not 
members of the Society at the effective date but who 
are subsequently admitted to membership of the 
Institute under clause 2 (c) of this scheme, the said 
entrance fee shall be paid to the extent of £10 ros od 
by The Institute of Chartered Accountants in England 
and Wales after such transfer as aforesaid. 

(iii) No election fee shall be payable to the Institute 
by any person on his election to Fellowship of thé 
Institute if at the effective date he was a Fellow of the 
Society. S 
9, Rates of Subscription 
The annual subscription appropriate to his degree of 
membership of the Institute under the Royal Charter 
and bye-laws of the Institute as in force from time to 
time shall be payable by every person who is admitted 
to membership of the Institute under this scheme. 
Provided always that no such person shall be required 
to pay any subscription in respect of any period covered 
by a subscription already duly paid by him to the 
Society or (as the case may be) to. The Institute of 
Chartered Accountants in England and Wales. 


10. The Council of the Institute 


(i) The membership of the Council of the Institute 
shall be increased temporarily from its present number 
of eighteen to twenty-two, and the four vacancies thus 
created shall be filled by members of the Society 
resident in Ireland who shall have been admitted as 
members of the Institute under clause 2 (A) of this 
scheme, and who shall be selected by mutual agree- 
ment between the Councils of the Institute and of the 
Society. " 

(ii) The appointment of the four members thus 
opted to the Council shall not require any confirmation 
of an annual meeting of the Institute, and each of 
these four members shall, subject to his death, resigna- 
tion or vacation of office, continue to hold office until 
he falls due for retirement by rotation under the 
provisions of the bye-laws of the Institute when he 
shall be eligible for re-election. l 

(iii) The first four vacanciés in the membership of 
the Council following the co-option to the Council 
of the four members as aforesaid, arising by reason of 
the death, resignation or vacation of office (otherwise 
than by retirement by rotation) of any member of the 
Council, shall not be filled and the number of members 
of the Council shall thereby be reduced and ultimately 
restored to not more than eighteen. 


11. Alteration of Bye-laws 
Nothing in this scheme shall be construed as limiting 
the powers of the Institute in general meeting at any 
time to alter its bye-laws in such manner as, it may 
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12. Effective Date 


(i) This scheme shall become effective and binding 
upon the Institute and the Society and their respective 
members upon such date as the Councils of the 
Institute and of the Society may agree, provided that 
on or before such date the following conditions shall 
have been satisfied, namely: 

. (a) that this scheme shall have been approved (with 
or without amendment) by the members of the 
Institute in general meeting, and the bye-laws 
of the Institute shall have been duly altered and 
such alterations shall have been duly allowed by 
the Government of the Republic of Ireland and 
by the Governor and Privy Council of Nortbern 
Ireland; and 

(B) that resolutions approving the scheme of inte- 

gration (with or without amendment) which has 
been agreed between the Councils of The Insti- 
tute of Chartered Accountants in England and 
Wales and of the Society shall have been passed 
: by the members of that Institute in general 


meeting, and the Charters and bye-laws of that . 


Institute shall have been duly amended and 
(where requisite) such amendments shall have 
been duly allowed by the Privy Council; and 
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(c) that this scheme — and the scheme referred to in 
section (b) above — shall have been approved 
(with any amendments approved by the said ` 
respective Institutes) by the members of the ' 
Society in general meeting and an effective 
resolution of the members of the Society shall 
have been passed for the voluntary winding-up 
of the Society. 

(i) For the purposes of sub-clause (1) of this clause 
any resolution or alteration of bye-laws as aforesaid 
which may be required in order to satisfy any of the 
conditions therein mentioned shall be deemed to have 
been duly passed or made notwithstanding that such 
resolution is or 1s expressed to be conditional upon this 
scheme becoming effective. 

(iti) A certificate signed by the Secretary of the. 
Institute and the Secretary of the Society duly 
authorized by their respective Councils that this 
scheme has become effective and as to the date upon 
which this scheme became effective shall be conclusive. 

(iv) Unless this scheme shall have become effective 
on or before December 31st, 1957, or such later date 
(f any) as the Councils of the Institute and of the 
Society may agree, it shall be null and void. 


Dated December 5th, 1956. 


Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


RESULTS OF NOVEMBER 1956 EXAMINATIONS 


Notices to candidates who sat for the Institute’s Final 
and Intermediate examinations last November were 
posted yesterday (Friday). A full list of successful 
candidates will be displayed at the Institute from 
I2 noon on Tuesday next, January 29th, and will be 
published in the next issue of The Accountant. 


PERSONAL 


Messrs MAXTONE GRAHAM & Sime, Chartered 
Accountants, of 34 Charlotte Square, Edinburgh, 2, 
and 67 Watling Street, London, EC4, regret to an- 
nounce the death on January isth of Mr THomas 
MARSON TILL, O.B.E., F.C.A., who for many years had 
been one of their London partners. 


Messrs BLACK, GEoGHEGAN & TLL, Chartered 
Accountants, of 67 Watling Street, London, EC4, and 
10 Lefebvre Street, Guernsey, announce with regret 
the sudden death on January 15th of their senior 
partner, Mr Tomas MansoN TILL, ong, F.C.A., 
who had been a partner in the firm for over fifty years. 


The practice is being continued by his son Mr Brian’ 


M. TILL, T.D., E F.C.A., and by the other remaining 
partners, Mr J. C. LaAwsON, F.C.4., Mr R. L. 
JONES, F.C.A., PES D. BUCKLEY SHARP, M.A., F.C.A., 
. and Mr R. S. "A. DONNITHORNE, M.A., A.C.A., including 
Mr H. G. BROUGHTON, F.C.A., and Mr N. R. ASHMAN, 
A.C.A., in Guernsey. 


. Messrs H. Barrerr, Son & TAYLOR, of rg Cross 

Street, Barnstaple, announce that Mr R. G. ROBERTS, 
A.C.A., has been admitted into partnership as from 
January GC 1957. The style of the firm will remain 


unchang P 


4 


Messrs Haskins & Co, of Prince’s Chambers, 
Princess Street, Wolverhampton, announce that Mr 
W. H. Bisnop, the sole remaining partner, retired from 
the firm on December 31st, 1956. As from that date 
the practice has been acquired by Mr R. MASSEY, F.c.a., 
and Mr G. W. Harrison, F.C.A., and will be carried 
on under the style of Haskins & Co, Chartered 
Accountants, at the same address. The practice was 
established in 1902 by the late Mr A. O. Hasxrns, 
A.C.A. 


Mr RoBERT C. BENNETT, A.C.A., announces that he 
is in practice at 5 Marsh Street, Bristol, r, under the 
style of RonggT C. BENNETT & Co, Chartered Ac- 
countants, and has taken over part of the practice 
formerly carried on at that address by his father Mr 
ROBERT M. BENNETT, A.C.A. Mr R. M. BENNETT retains 
some of his appointments and will be available for 
consultation. 


PROFESSIONAL NOTES 


Mr W. L. Barrows, J.P., F.C.A., previously vice-chairman 
of W. & T. Avery Ltd, has succeeded Lord Mills as 
chairman of the company on the resignation of Lord 
Mills to take up his appointment as Minister of Power. 


Mr H. W. M. Hembry, A.C.A., deputy chairman of 
the Northern (Northumberland and Cumberland) 
Division of the National Coal Board, has been ap- 
pointed a full-time member of the Coal Board 


Mr K. A. E. Moore, F.C.4., has been appointed 
chairman of Hovis-McDougall following the merger 
of Hovis and McDougall interests. 


Mr H. R. Impey, A.C.A., has been appointed overseas 
sales manager of Powers-Samas ER Machines 
Ltd:as from January r4th. 
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MONOPOLIES COMMISSION 
APPOINTMENT 


Mr Andrew Black, C.B.E., A.8.4.A., has been appointed 
to the Monopolies Commission for a period of three 
years as from December 24th, 1956. 

Mr Black, who is 65, was associated with the firm 
of Thomson McLintock & Co, Chartered Accountants, 
for over thirty years and for some time was a director 
of Cable & Wireless Ltd. He joined the British 
Transport Commission in-January 1948 as Director 
of Acquisitions and was appointed Adviser on Financial 
Administration in January 1955. He retired from the 
Commission last July. 


OFFICIAL RECEIVER APPOINTMENTS 


The Board of Trade have appointed Mr A. T. Cheek 
to be Official Receiver in the Companies (Winding-up) 
Department as from January 1st, 1957. 

The Board have also announced the appointment of 
Mr R. A. D. Copper to be Official Receiver for the 
Bankruptcy District of the County Courts of Plymouth 
and Torquay as from January ist. Mr Copper’s 
appointment follows a decision to convert the Receiver- 
ship of the Plymouth Bankruptcy District into a 
salaried appointment and to extend the district by the 
inclusion of the Torquay Court. He succeeds Mr F. B. 
Goodman, a solicitor, who was appointed Deputy 
Official Receiver in 1945, and Official Receiver in 1947. 
As from January rst the-new address of the Official 
Receiver will be 1st Floor, Royal Insurance Buildings, 
St Andrew’s Cross, Plymouth. 

SC 
~ MANAGEMENT ACCOUNTING 
DISCUSSION GROUP 


A successful residential course on management ac- 
counting was held by the Leeds, Bradford and District 
Society of Chartered Accountants in November 1955, 
and in order to afford members of the Society further 
opportunities to study together various practical 
aspects of the subject, a management accounting 
discussion group has been formed. 

Initially there will be three meetings of the discussion 
group. The meetings will be held at The Griffin Hotel, 
Boar Lane, Leeds, from 6.15 p.m. to 8.15 p.m., on 
January 28th, February 28th, and March 28th. 

Each meeting will be opened by a member of the 
Society giving a short talk based on his practical 
experience. 'l'hose present will then divide into two 
or more groups for discussion and subsequently, before 
the close of the meeting, informal reports will be 
presented by the groups. 

It is hoped that the membership of the group will 
be fully representative both of chartered accountants 
in practice and chartered accountants holding appoint- 
ments in industry. 


NETHERLANDS INSTITUTE OF 
ACCOUNTANTS 


At the recent annual meeting of the Nederlands 
Instituut van Accountants, Professor A. M. van 
Rietschoten, of Amsterdam, was re-elected President 
for the year 1957. 

Four members of the Council - Messrs D. C. G. 
van Dijk, M. M. A. A. Janssen Fzn, ec. drs., A. C. J. 
de Jong and H B. J: Sanders — have retired from the 
Council and Messrs H. P. de Boer, of Rotterdam, 
A. van Dongen, of The Hague, E. van der Horst, of 
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The Hague, and A. Th. de Lange, ec. drs., of Amster- 
dam, have been elected in their places. 

The Council of the Institute for 1957 will be 
composed as follows: 

President: Professor A. M. van Rictechoten: 

Vice-Prestdent: Mr A. Th. de Lange, ec. drs. 

' Honorary Secretary: Mr I. Kleerekoper, ec. drs. 

Deputy Honorary Secretary: Mr J. P. Bak. 

Treasurer: Mr P. Frank. 

Librarian: Mr P. G. E. Splint. 

Other members: Messrs H. P. de Boer, A. van Dongen, 
and E. van der Horst. 

Professor van Rietschoten is vice-president of the 
Congress Committee for the Seventh International 
Congress of Accountants which is to be held in 
Amsterdam in the autumn. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


At a meeting of the London and District Society of 
Chartered Accountants to be held next Tuesday at 
6 p.m. in the Oak Hall of the Institute, Mr G. Wood- 
cock, Assistant General Secretary, Trades Union ` 
Congress, will speak on “The trade unions’. 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 


The following meetings of the London Students’ 
Society will be held during next week: 


Monday, 5.30 p.m., at the Institute: Lecture on "Verifi- 
cation of stock-in-trade: American and British standards’, 
by Dr Sidney Davidson, C.P.&., PH.D. (Professor of 
Accounting, Johns Hopkins University, Baltimore, 
U.S.A.) and Mr S. M. Duncan, r.c.4. Chairman: Mr 
J. H. Mann, M.B.E., M.A., F.C.A. 

Wednesday, 5.30 p.m., at the Institute: Post-Intermediate 
lecture on "I'he organization of accounting for manage- 
ment’, by Mr A. B. Cawdron, A.C.A., of The Metal Box 
Co Ltd. 

5.30 p.m., at the Institute: Debate against the London 
School of Economics Debating Society on the motion 
"That the Atlantic is far too wide'. 

Thursday, 5.15 p.m., at the Institute: Introductory course 
lecture on ‘The fundamentals of auditing’, by Mr F. R. 
Porter, F.C.A., A.C.W.A. 

K 5.15 p.m., at the Institute: Introductory course 
lectures on (1) "The basic principles of double entry and 
saree Ae ystems’ by Mr R. J. Carter, B.COM., F.C.A.; 
and (2) e law and its branches’, by Mr P. W. Medd, 
Barrister-at-Law. 

Saturday, 10.15 a.m., at Bedford: Lectures on ‘How the 
money moves in a business’, and ‘Management account-. 
ing’, by Mr T. G. Rose, M.LMECH.E., FELLA., M.I.P.E. 

Badminton v. King's College. 


UNITED KINGDOM SCHOLARSHIPS 
CYPRIOTS 


More than 150 Cypriots have applied for scholarships 
in the United Kingdom under a scheme recently 
announced by the Government of Cyprus. Of this 
number, forty-seven — by far the largest group — want 
to take courses in accountancy 

The scholarships — deid to help the develop- 
ment of the island's economic and cultural life — are 
for courses leading to university degrees or equivalent 
professional qualifications. They will be for two to 
four years and will be worth £300 a year, which may 
be increased in case of need. Holders will not be bound 
to take up Government employment on the completion 
of their courses but they will have to agree to work 
ih. Cyprus for at least five years. 


FOR 
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MANCHESTER CHARTERED 
ACCOUNTANTS’ STUDENTS’ SOCIETY 
The first meeting in the new year of the Manchester 
Chartered Accountants’ Students’ Society took place 
on January roth, when a-‘students’ quiz’ was: arranged 
by Mr A. Rothburn, A.c.a., and was followed Dy a 

hot-pot supper. 

urther meetings are to Se held as follows: 

Yanuary 29th: "Ihe history and functions of the stock 
cnn d , by Mr H. Richmond, r.c.1.8., Secretary of the 

xchange, Manchester. 

January 31:1: Morning and afternoon visits to the Ge 

Exchange, Manchester (to witness business in "id aee 

February 7th: ‘Examination technique’, by Mr R. 
Anderson. 

February 14th: Evening visit to. Telephone House, Chapel 
Street, Salford. 

February 21st: (1) 'Group accounts: some practical diffi- 
culties’, and (2) ‘Income tax: losses’, by Mr H. A. R. J. 
Wilson, F.C.A,, F.B.A.A. 

March 7th: ‘Executors, administrators and .trustees', by 
Mr R. Glynne Williams, F.C.A., F.T.1.1. 

March 14th: Visit to Stuart Street Power Station. 

March 21st: Mock Tax Appeal. Mr G. Lomas and col- 
. leagues (Inland Revenue Training Centre). 


ORGANIZATION AND METHODS 


A series of six lectures on organization and methods 
has been arranged by the Office Management Associa- 
tion and will be given on consecutive Monday evenings, 
commencing on February 18th. 

The lectures, which will be held in the Grand 
Council Chamber of the Federation of British In- 
dustries, Tothill Street, London, SW1, have been 
designed to give senior executives responsible for 
office management an introduction to the technique of 
organization and methods work. 

The inclusive fee for the series is 45s and further 


details are obtainable from the Secretary, The Office . 


Management Association, 58 Victoria Street, London, 


SW. 

ANNOTATED TAX CASES 
Part 4 of Volume XXXV of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.c., is published today 
and contains reports, with notes on the judgments, of 
the following cases: North v. Executors of Dr W. K. 
Spencer (deceased) and Dr C. H. Spencer (Ch.D.); G. H. 
Chambers (Northiam Farms) Ltd v. Watmough (Ch.D.); 
Fuge v. McClelland (Ch Dr Mulne’s Executors v. 
CIR. (Ch.D.); Escoigne Properties Ltd v. C.I.R. 
(Ch.D.); Wigram Family Settled Estates Lid (in liqui- 
dation) v. C.I.R. (Ch.D.); Temperley v. Smith (Ch.D.); 
J. H. Clarke & Co Ltd v. Musker (Ch.D.); Greig v. 
Ashton (Ch.D.); C.I.R. v. National Coal Board (C.A.); 
West Suffolk County Council v. W. Rought Ltd (H.L); 
In re Houghton Main Colliery Co Ltd (Ch.D.); C.I.R. 
v. National Book League (Ch.D.). 

The annual subscription to the Annotated Tax Cases 
is 30s post. free; ‘the publishers being Gee & Co 
ee) Ltd, 27-28 ‘Basinghall: Street, London, 
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CHARTERED SURVEYORS’ 
GOLD MEDAL AND PRIZE 


The Council of The Royal Institution of Chartered - 
Surveyors have decided to award an annual gold medal 
and prize of 100 guineas for a paper chosen to be read 
at the chartered surveyors’ annual conference. This 
year’s conference will be held. at the University of 
Nottingham and the winning paper will be read on 
July roth. 

The competition will not be.limited to members of 
the Institution and accountants resident . within a 
country of the British Commonwealth or in the: 
Republic of Ireland will be free to submit papers. 
The subjects on which papers are invited are ‘Capital 
formation and land value’; ‘Political theory and land 
ownership’; “Technical progress and land tenure’; and - 
"T'he contribution to the economic and social develop- 
ment of surveys of land and natural resources’. 

Entry forms and the rules of the competition may 
be obtained from the Secretary of The Royal Institu- 
tion of Chartered Surveyors, 12 Great George Street, 
London, SWi, and papers must be sent by not later 
than May 7th, 1957. 


A CORRECTION 


In our report last week of the special meeting of 
members of the Institute held on January roth, the 
name of Mr Ronald Warlow,.T.D., F.C.A., was mis-spelt 
and appeared as ‘Worlow’. We regret any incon- 
venience that may have been caused to Mr Warlow. 


* 


SEVENTY-FIVE YEARS AGO 
From The Accountant or January 28th, 1882 
Extract from a note headed 
BANKRUPTCY REFORM 


BANKRUPTCY REFORM.—At a meeting of the Law 
Amendment Society held on the 23rd inst., at Adam- 
street, Adelphi, Mr. Richard B. Martin, M. P., in the 
chair, two papers dealing with this subject were read 
and discussed. The first, “On the Bankruptcy Law, 


-with a view to Legislation in the coming Session," 


was by Mr. James Motteram, Q.C., Judge of the Bir- 
mingham County Court; the second, * ‘Bankruptcy and 
Liquidation,” by Mr. Harold Brown, a solicitor. 
Mr. Motteram, whose paper was read for him by Mr. 
Denny Urlin, said the problem was to frame a law 


‘which, while it should be effectual to deter dishonest 


men from dishonesty, should at the same time not 
bear with severity upon men who, though unfortunate, 
were yet honest. Pointing out that some of the diffi- 

culties arose from temptation to fraud which beset 
many of those interested in the property of an in- 
solvent debtor, he remarked that there must be 
officialism of some kind introduced into the admini- 

stration of the bankruptcy laws, as it had been con- 
clusively proved that whatever was left to the creditors 
to do was as a rule left undone. There must be a 
sufficient element of officialism, but the less the better. _ 
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LONDON STUDENTS’ COLUMN 


News fica the London Chartered Accoun Students’ Commie. 


The announcement of the proposed scheme of inte- 
gration of The Society of Incorporated Accountants 
with the Institute, closed the autumn session of the 
‘Students’ Society on a serious and interesting note. 
Since then there has been much discussion as to the 
faults and merits of the scheme, but these apart, it 
hardly need be stressed that if the scheme goes through, 
the future membership and activities of the Students’ 
Society must be affected considerably. 


Premises 
Notwithstanding the uncertain position about inte- 
gration, the termination of the lease of the present 
library premises has provided the opportunity for 
moving into premises at Spencer House, South Place, 
London, EC2, and the transfer will be made as soon 
as redecoration of the new accommodation has been 
completed. 

Debating 
The debates continue to flourish, and the autumn 
session was rounded-off with an excellent dinner 
debate which was very well attended. The proceedings 
took the form of a mock parliamentary debate on the 
-third reading of a Bill dealing with articled clerks’ 
conditions. 


The prizes for debating for the autumn session were 
awarded to Mr J. H. Thomas and Mr J. Peck. 


`: Newly- Qualified Members. 


The committee propose to hold a meeting for newly- 
qualified members shortly after the announcement 
of the November examination results so that those 
concerned may be enabled both to maintain contact 
with the Students’ Society and to be introduced to 
the Senior Society. Members will be informed as soon 
as arrangements for this meeting are concluded. ` 


Other Activities 


Mr Donald V. House, F.c.A., opened the 1957 session 
of meetings with a most informative talk about exans- 
inations and qualification. 

Finally, an event prior to Christmas, which escaped ` 
this column on the last.occasion and which may be 
of interest - the dance át the Royal Festival Hall on 
December 21st was an outstanding success; it was . 
attended by 508 members and their guests and it was 
unfortunate that many other members who applied for 
tickets could not be accommodated. 

The following sports’ results have been reported: 

Association Football v. London Hospital - draw 1 - 1. 


Squash v. Metropolitan Police ~ won 3 — 2. 
Badminton v. Barclays Bank ~ won 6 — 3. 


INSTITUTE OF MUNICIPAL. TREASURERS 
AND ACCOUNTANTS 


Results of Examinations held in November 1956 


The places and prizes in the Final examination have been awarded on the combined results of both parts where thie concluding part 
has been passed in either May 1956 or November 1956. 


FINAL EXAMINATION 


First Place, ‘Arthur Collins Memorial Gold Medal and the Institute Prize of £10 ros od 
"inning, Albert TANE Borough Treasurer's Department, West Ham. 


(Passed Part B in 


ae c 


ay 1956 and Part A at a previous examination.) 


Second Place, and Prize of £5 5s od (Bracketed equal. 2 
Howard, Raymond Stephen, Borough Treasurer’s Department, Eastbourne. (Now City 'l'reasurer's Department, Rochester.) . 


(Passed Part B in May 19 


6 and Part A ata previous Ee 


McLuskie, William Grindlay, down Chamberlain's Department, Dumbarton. 
(Passed Part B in May 1956 and Part À at a previous examination.) 


Fourth Place, and Prize of [2 ar od 


Bright, Colin, Finance assed Vart Bin ‘Normanton U.D.C. 
. (Passed 


(Now Finance Department, Sowerby Bridge U. D.C.) 


art B in. November 19 56 and Part H at a previous examination,) 
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PART A 


Awarded the ‘Philip 1 Howes’. Memoral Prize of Books to the value of ro ros od for Local Government Finance 
Dangerfield, Douglas Stanley, County Treasurer’s Department, Kent C.C. 


Awarded the ‘John Elliott Memorial Prize of f,ros ros od for Advanced Accountancy 
Wiggins, Peter Jakeman, Borough Treasurer’s Department, Maidenhead. 


Allen, R., Wakefield C.B. Farmer, R., Wellington (Salop) U.D.C. Musson, P., Nottinghamshire C.C. 
Barnes, C. B. B. Bristol C.B. E Farr, C. B., Hertfordshire Ce. Nicholls, E.G, O., Crawley U.D.C. 
Barnes, E. A., Nottingham. C.B. * Godfrey, P., Sussex (East) e C. Norton, R., Devon CC. 

*Bassham, R R. E., Norwich C.B. Gore, eV. "Prestwich, B. O’ Keefe, J. F., B. 

*Bigwood, W. L., Eastbourne B, Greenwood, H., Ulverston U.D.C. dt E F., Walthamstow B. 

Blakey, D. H., Morley B. Haigh, D. J., Cumberland C.C. Phillips, R. D.  Ruislip-Northwood 
* Bra eld, B. 'R, Coulsdon nud Purley due R. G., Plymouth C.B. U.D.C. 

U.D worth, N. P., North Western Gas che, C. M., Liverpool C.B. 
Bray, SR R., Yorkshire (West Ridi is x C. ard (Manchester Group) . "Roberts, N. H., Clackmannanshire C.C. 
Bungey, W. E. G., Winchester R. Heycock, L. D., Glamorgan C.C. *Rowe, R., Durham C.C. 

Burrows, R. T., St Pancras B. Ho daworth, D. ER New Forest R.D. M *Sh , W. E., Manchester C.B. 
iren E Weymouth and Melcombe Horn, P., Derbyshire C.C. . Sing eton, D. A Gloucestershire C.C. 
ones, F., Doc C.B. Smith, E., Midlands Electricity Board. 
“Camp, E. J., Derbyshire C.C. , W. J. D., Maidenhead B. Smith, R. S. H., Salop C.C. 

Cherry, J., Ha es R.D.C. *Leach, W. G., Darwen B. Taylor, W. M., Dunbartonshire C.C. 

Clement, D. J., Worcester C.B. :.. Lindsay, J. W., Reading C.B. ‘Thomason, R., Birkenhead C.B. 

*Collins, bo F., Gloucestershire C.C. *Lochrie, J. S., Paisley Sa Tomlinson, 'H., Nelson B. 

Crook, B. H., Manchester C.B. ` Marsh, W. A., Oxfordshire C.C. Veal, W. B., Thurrock U.D.C. 

*Cross, G., Mansfield B. — | . McIntosh, R. A., Yorkshire (North *Wallia, R. "ai Blackburn C.B. 

‘Crozier, J. W., Lancashire Č.C. ` Riding) C.C. Watson, J. E ee B. 

_ Dangerfield, D. S., Kent C.C. ^ ` Michael, P. F., New Forest R.D.C. “Whittaker, J , Lancashire C. c. 

` Dargie, J. , Glenrothes D.C. Millard, A. W., Dursley R D.C. 8, p): pM Meca B. 

*Day, J. H., Dewsbury C.B. Miller, W. G., Nairobi. Wes D. L., Worthing B. 
*Ellis, G. M., Wiltshire C.C. Morriss, A. R., Southport C.B. *Withrington, A., Leyton B. 
lms, G. F., West Wiltshire H.M.C. Murdoch, G., Tynemouth C.B. Woolley, R., Warrington C.B. 


*Passed Part B/1 at a previous examination. 
Additional Alternative Subjects (Local Government Finance) 
Chester, David, Warrington, C.B. 

(Passed Part À in May 1954.) 


PART B 


Awarded the President's Prize of £5 5s od for the highest marks in Part. B (Bracketed equal) 
**Howard, Raymond Stephen, Borough Treasurer’s Department, Eastbourne (now City Treasurer’s Department, Rochester) 
**McLuskie, William Grindlay, 'l'own Chamberlain’s Department, Dumbarton. 


i Awarded the ‘G. A. Johnston (Dundeey Prixe of £3 for Statistics 
Hopkins, David John, Borough Treasurer’s Department, Southend-on-Sea. 


** Passed Part B in May 1956. 


* Asbridge, R., Widnes B. *Forder, J. S., Suffolk (East) CC. Mitton, G., Huddersfield C. B. 
* Ashpool, S. E., Swindon B. | *Foskett, R. G., Staffordshire C.G. *Moores, R. H., Halstead R.D.C. 
*Beard, R. C., Berkshire C.C. *Fox, R. D., Middlesbrough B. *Price, D. E., Leamington Spa B. 
; Bellinger, K. E., Dartford R.D.C. Gale, V. E., Feltham U.D.C. *Purser, D. G., Nairobi. 
*Berry, N., Yorkshire Electricity Board *Gandy, R. H., Loridon C.C. *Robinson, W. E., Brighouse B. 

( o. I Sub-Area), *Gibbon, E., Malvern U.D.C. *Seaborne, W. E. ' Hemel Hempstead B. 
*Bishop, J., Staffordshire C.C. *Gibson, A. M., Middlesex C.C. *Shoebridge, W. R, Ipswich 
Ru K, Holywell U.D.C. *Grace, R. G., Surrey CC * Smith, L., Oldham C.B. 

*Bri , Normanton U.D.C. *Gray, E., Lincolnshire De C. C. Thompson, F., Northumberland CC 
Bro rabio, È D. H EE C.B. *Green, B. oy Brighton C.B. Thompson, G., Chester C.B. 

D e *Gregory, A. Retford R.D. C. *Tippett, R., Exeter C.B. 

MSIE Leamington Spa B. Hopkins, D. J. 'Southend-on-Sea B. Walton, C ; C. H., Coventry C.B. 

ley, Gt Southampton B. Hoski A. M., Dorset C.C. * Warren, R. A., Cardiff C.B. 

Wee V. Steveley U.D.C.. Slab, on Finchley B. Webb, b. ( Hendon B. 
*Deung, E. J., Hemel Hempstead B. *Langstone, J. T., Stourbridge “Wilson, G., Manchester C.B. 
*Dinnewell, W., Yorkshire {East Riding) *Minogue, J. C., Yorkshire SC Riding) Wood, E., Cheshire C.C. 

C.C. Ce. *Woods, G., Nairobi. 


*Evans, G., Glamorgan C.C. *Wright, W. N., Twickenham B. 
* Passed Part A at a previous examination. 


Summary of Results 
Intermediate Final Part A Final Part B 
No. percent No. per cent No. per cent No. l 


. Passed "M D 2 103 SI 70 31 50 42 223 
Failed .. Se Na 100 49 157 69 69 58 326 
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COMPENSATION AND 
INCOME TAX 


HE development of the law by the Courts is inevitably a 

somewhat uneven process but one of the restraining 

influences is the normal reluctance to upset clear rules 
which have been acted on without question over long periods. 
However, the year 1956 saw a remarkable departure in relation ` 
to the assessment of damages for the loss of income. 

Income tax has been with us continuously since 1842 but for 
nearly a hundred years the inveterate practice was to ignore it 
when assessing compensation for loss of earnings, notwithstanding ' 
the fact that the'compensation itself was not within the charge tp 
tax. For all that time it has been open to the Legislature to impose 
tax on such compensation but it has not done so, despite several 
hints from the bench and notwithstanding the frequency with 
which other changes are made in tax law. 

The first attack on the practice was made, without success, in 
1933 in Fairholme v. Firth & Brown Ltd (149 L.T. 332), a case in 
which a managing director was awarded {£18,000 damages for 
wrongful dismissal. The decision was followed in Jordan v. 
Limmer & Trimdad Lake Asphalt Co Ltd ([1946] K.B. 356). In 
1949 the Court of Appeal held that the damages which a doctor 
received for loss of profits through personal injuries were not to 
be reduced by reference to the income tax which would have been 
payable on those profits (Billingham v. Hughes ([(1949] 1 K.B. 643)). 

Meanwhile, in Scotland in 1946, doubt was thrown on the 
principle by Lorp Sorn in M’Datd v. Clyde Navigation Trustees 
([1946] S.C. 462), m which he said that to ignore P.A.Y.E. 
deductions in awarding damages to an injured workman for loss 
of earnings would be to act in a manner out of ‘touch with reality’. 
Thus, the introduction of P.A.Y.E., which is merely a method of 
collection, was allowed to sow the seed of a drastic change in the 
general law. The Fatrholme case had not been cited to Lorp SORN, 
and Lorp KEITH in another Scottish case (Blackwood v. Andre 
([1947] S.C. 323)) refused to follow the A Dad case, but applied 
Fairholme instead. The M’Daid decision was also expressly dis- 
approved by the Court of Appeal in the Billingham case. 

It was therefore a matter of some surprise that at the end of 1955 
the House of Lords overruled the Tordan and Bilkngham decisions, 
embodying as those cases did, a long-standing practice. In 
British Transport Commission v. Gourley (34 ATC 305) the trial - 
judge had awarded the respondent, Gourley, £37,720 damages for 
the loss of earnings due to injuries sustained in a railway accident. 
For the purpose of the appeal from his decision, the judge 

e 


e * 
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alternatively assessed these damages at {6,695 
on the basis of taking into account the hypo- 
thetical income tax and surtax which would be 
payable on those earnings as such. 

The House of Lords, with one dissentient, 
accepted the contention of the Commission that 
tax ought to be taken into account. EARL JowrrT 
agreed with Lorp Sorwn that to ignore it was to 
act in a manner out of touch with reality. He 
could not regard tax as being so remote, that it 
should be disregarded. Moreover he thought 
that there was 

‘no element of remoteness or uncertainty about its 

incidénce', 

. If the decision had been the other way, it 
would scarcely be the only case where the law 
was out of touch with reality. The business 
* tenant who pays for accumulated repairs in lieu 
of an equivalent amount of rent may well be 
pardoned for wondering where was the reality 
behind the Court's refusal to allow the expenses, 
when the rent as such would have been allowable. 

Counsel for the respondent, Gourley, argued 
that to adopt the Commission's contention was 
to get into a morass. The decision was announced 
on December 8th, 1955, and on the same dad an 
action was commenced by a gravel company for 
possession of two farms which it had recently 
bought for the gravel lying under them. The 
action included a claim for damages for trespass 
and for the conversion of some hay (Hall & Co 
Lid v. Pearlberg ([1956] 1 All E.R. (Note))). 
PEARCE, J., gave judgment for the company and 
referred the question of damages to the Official 
Referee who held that the principle of the 
Gourley decision must apply. l 

His Honour said that the purchase by a gravel 
company of a potential source of supply was 
treated by the Inland Revenue as a dealing on 
capital account (Stow Bardolph Gravel Co Ltd v. 
Poole (33 A.T.C. 378; 35 T.C. 459)). He decided 
on that ground that damages for the conversion 
of hay and for the fall in the farm valuation were 
in respect of receipts which, if actually received, 
would be capital in the hands of the company. 
Accordingly no deduction should be made for 
hypothetical tax. As regards the loss of £650 
rent, his Honour held that the rent as such would 
have been taxable, whereas damages for its loss 
would not. Accordingly he applied the Gourley 
principle by reducing the £650 by £325. . 
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In May 1956, the Gourley principle was 
applied to damages for wrongful dismissal but it 
was further held that, in arriving at the deduction 
for hypothetical tax on future income, litle 
regard should be had to the plaintiff's very large 
holdings of investments, since he might dispose 
of these at any time (Beach v. Reed Corrugated 
Cases Ltd (35 ATC 126)). Study of the judg- 
ment in this case will bring out the awful com- 
plications of assessing the tax deduction. The 
decision was followed in July 1956 in Houghton 
Main Colliery Co Ltd (35 A. T.C. 320) where a 
liquidator paid lump sums to two formef 
employees of the company in respect of their 
pension entitlement. There, the learned judge 
expressed the view that the parties ought to agree 
the damages, with the help of their accountants, 
and that only in the last resort should the Court 
be troubled by questions of quantum. 

In West Suffolk County Council v. W. Rought 
Ltd (35 ATC 315), the House of Lords applied 
its own decision in Gourley to a case of compul- 
sory acquisition of business premises. Owing to 
the acquisition, the company was for nine months 
without premises at all, with the result that 
it lost profits for which it claimed compensation 
under the head 'temporary disturbance'. The 
district valuer had told the company that any 
sum allowed for disturbance had been held in a 
stamp duty case to be part of the 'consideration 
for the sale’ of the premises (C.I.R. v. Glasgow 
and South Western Railway Co (12 App. Cas. 315)) 
and that accordingly the Inland Revenue did not 
regard the compensation in respect of the tem- 
porary loss of profits as liable to income tax. 

A new slant to this change in the law is the 
recent decision in The Telemachus ([1957] 1 All 
E.R. 72). There the master and crew of a British 
vessel claimed a reward for salvage services to 
the Telemachus. The question arose whether the 
master, officers, and other European members of 
the crew should have the award increased by 
reference to the fact that they would have to pay 
tax on it: in other words, was the award to be 
‘grossed up’. WILLMER, J., held in effect that it 
should: to ignore tax would be to cut at the root 
principle on which salvage was awarded, namely, 
the encouragement to mariners to perform these 
services. No doubt salvage is a very special 
subject but this eos may well have wide 
repercussions. 
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AN ACCOUNTING ANTHOLOGY 


by W. J. FINDLAY 


no classical writers on accounting theory and 

practice. No one has succeeded in creating 
literature out of double-entry book-keeping in 
the same way as Adam Smith elevated economics 
to that level. The monumental character of The 
Wealth of Nations may be thought nowadays to be 
that of a mausoleum in which a number of out- 
~ moded theories lie elegantly embalmed, but this 
verdict is of little consequence. To be discredited 
by the passing of time and changes of circum- 
stance is the expected fate of economists. To be 
read, thereafter, for one’s prose style is the ulti- 
mate triumph which all who appreciate that art 
is more important than life will recognize. 


Lä by absolute standards, there are 


Writers on Accounting 


There are a number of reasons why the many 
writers on accounting have not made a more 
profound cultural impression on the world. One 
is that double-entry book-keeping, the skeleton 
of modern accounting techniques, is an un- 
complicated structure compounded of elementary 
logic and simple mathematics. It is, in essence, 
so straightforward that it was perfected and 
practised in medieval Italy for two hundred years 
before anyone thought of writing about it. As a 
means of recording and controlling financial 
transactions it was proved useful — although not 
indispensable, for merchants in other countries 
continued to run their businesses profitably with- 
out the benefit of double-entry — but, as a subject, 
it did not have the intellectual content to com- 
mand the curiosity of many outside commerce. 
Another reason why accounting literature has 
been utilitarian rather than inspired is that the 
professional accountant, as distinct from the 
book-keeper, did not become an appreciable force 
in the community much before the beginning of 
this century. Until then, nearly all treatises on 
accounting were written by mathematicians and 
teachers. ‘The first of these was by Luca Pacioli, 
a Franciscan monk, who compiled a business 
manual of which a section on book-keeping 
formed a part. Pacioli has become something of 
a celebrity among accountants on this score but, 
regarded against the background of his contem- 
poraries, it is not unkind to say that he was no 
more than a man of talent in an age of genius. 
After Pacioli, there came a succession of 
academic writers, most óf them men of eminence 


in other fields, from Girolamo Cardano, the 
sixteenth-century physician and astrologer, to 
Arthur Cayley, the nineteenth-century Cam- 
bridge professor of mathematics, whose life was 
as serene as Cardano’s was tempestuous. For- 
most of them, their essays on book-keeping were 
pleasing digressions. They were attracted to the 
subject by its arithmetical neatness rather than 


by its social and philosophical implications. 


Since 1900, most books on accounting — and . 
there have been a great many — have been written 
by accountants themselves. If no masterpieces 
have so far emerged, it is because another factor 
besides inspiration must now be taken into the, 
reckoning, and that is time. Adam Smith spent 


"twelve leisurely years thinking about The Wealth 


of Nations and another twelve years writing it. 
Today, in a much less stable world, writers must 
snatch at the chance of being topical before the 
continually changing conditions of society make 
their theses out of date. They must not write 
for posterity but sub specie temporis and, in the 
words of Maynard Keynes, ‘achieve immortality 
by accident or not at all’. 

The purpose of this article, however, is not to 
discuss the present but to welcome a recently- 
published anthology of twenty-three essays on 
aspects of the history of accounting, edited on 
behalf of The Association of University Teachers 
of. Accounting and The American Accounting 
Association, by A. C. Littleton, PH.D., and B. S. 
Yamey, B.coM.! Chronologically, it begins with 
a study of Greek and Roman accounting and ends 
with a contribution. tracing the development of 
British company accounting to 1900. No attempt 


has been made to link the individual narratives 


into a continuous and comprehensive whole but, 
whatever the collection may lose in form by this 
eclectic approach, is more than compensated for 
by the spacious and specialized treatment which 
can be and is given to those aspects of the subject 
chosen for consideration. 


Primitive Systems 
There are, nevertheless, three fairly clearly 
defined batches into which the essays may be 
divided. The first explains how the world kept 
its business records before the double-entry 
system was introduced. The second describes 


! Studies in the History of Accounting. (Sweet X Maxwell 
Ltd, London. ios net.) 


* 
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the ordered perfection of the accounting depart- 
ments of the merchants of the prosperous 
maritime republics of Northern Italy during the 
broad period of the Renaissance; and the third, the 
tardiness with which some countries abandoned 
their own methods and adopted the new system. 

Among the studies dealing with the pre- 
Pacioli age is one by Mr. G. E. M. de Ste Croix 
which, in reviewing the accounting arrange- 
ments of the ancient world, demonstrates that 
the economy of neither Greece nor Rome ever 
developed to the point where an advanced 
system was necessary. A subsidiary reason 
. for this apparent backwardness in book-keeping 
was the awkwardness of Graeco-Roman numeri- 
cal notation and the absence in both systems of 
place-value and a sign for zero.* 


Nineteenth-century Methods 


At the other end of the time scale, a good 
example of the reluctance to give up archaic 
methods of accounting is related in the contri- 
bution by Mr Rudolph Robert on the history of 
tallies. Introduced to this country shortly after 
the Norman Conquest, these notched sticks were 
used by the Exchequer as primitive forms of 
receipt until 1826. After their abolition, they were 
returned to Westminster in such quantities that 
the holocaust which consumed them also burned 
out the historic Parliament buildings. Thus 
perished, in a blaze of glory, the tokens of what 
Charles Dickens called | 
‘a savage mode of keeping accounts . . . much as 
Robinson Crusoe kept his calendar on the desert 
island". 
Equally uncivilized was ike attitude which the 
boards of many of the first railway companies in 
this country adopted towards depreciating fixed 
assets. In his essay on some features of railway 
accounting before 1868, Mr Harold Pollins 
reveals that in the mid-’forties some companies 
stopped providing for depreciation so that they 
might pay high dividends. This strange financial 
policy was still being pursued forty years later, 
when The Accountant, im an editorial roundly 
condemning the practice, referred to the ‘utter 
uselessness and unreliability’ of railway revenue 
accounts which did not contain adequate pro- 
vision for the renewal of its permanent assets.? 
After reading of these and other Victorian 
barbarisms, it is a delight to turn to the descrip- 
tion by Prof. Raymond de Roover of 'the most 
brilliant and progressive period in the history of 


1 The Accountant, December 29th, 1956, page 676. 
2 The Accountant, November rath, 1887, page 618. 
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accounting’. The Florentine merchants and 
Sienese bankers of Renaissance Italy fused the 
elements of book-keeping into an integrated 
system with grace and efficiency. Their records 
which have survived show that they were familiar 
with almost all the refinements of accounting in 
common use today. Competition made good 
management essential and their monopoly of the 
business technique of double-entry helped to give 
them a considerable superiority over most of their 
leading rivals in other countries. There is likely 
more than a grain of truth in the old rhyme that: 

‘This was the famed and quick invention which 

Made Venice, Genoa and Florence rich.’ 

Apart from its patent value to scholars and 
social historians, this volume should prove irre- 
sistible to the ordinary reader who is interested 
in people as well as in ideas. There is, for instance, 
an account of Francesco di Marco Datini (circa 
1335-1410), the Pratese merchant banker who 
started his business life as a garzone or office boy . 
in Avignon and became one of the richest men 
of his time. He left most of his fortune to a 
charitable foundation which still exists in Prato 
and which preserves, in accordance with his 
wishes, all his records, a source of much valuable 
information to historians. 


Bi-lingual Records 

Another intriguing personality was Vicente E. 
Braga, a Portuguese who was employed by the . 
Japanese Government as chief accountant in the 
Mint at Osaka in the eighteen-seventies. Braga, 
with two assistants, one English and one Portu- 
guese, wrote up the books in English. They were 
then translated into Japanese and a complete. 
bi-lingual record was thus made available. During 
his stay he designed an accounting system for the 
Japanese Government and his influence was so 
profound that, long after he had left the Mint, not 
only his methods but even his style of hand- 
writing was faithfully copied. 

History, said Carlyle, is no more than the 
biography of great men. While the accountants, 
book-keepers, mathematicians and merchants 
mentioned in this book - for Datini and Braga 
are but two of the many — may not have been 
great in the sense envisaged by the author of 
On Heroes and Hero-worship, they all contributed 
something of value to the sum of human know- 
ledge. It is pleasing, therefore, to find their 
memories being kept alive and, even if their im- 
mortality were to depend on no more than the 
currency of this anthology, which is as entertain- 
ing as it is EE See would be: assured of a 
long survival: d 
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GROSS AND NET INTEREST 


THE EFFECT OF CHANGES IN BANK RATE 
by H. FERGUSON, A.C.LS. 


Fallacy of High Bank Rate 
HE efficacy of Bank rate as an instrument 
of financial policy has not hitherto, so far 
as the writer is aware, been subjected to 
critical analysis beyond the mere statement that 
direct taxation makes it less effective than it 
used to be. In Canada and the U.S.A. there is 
- also basic disagreement in official circles as to 
what constitutes sound monetary policy. It is 
noteworthy that the Bank of Canada fixes its 
discount rate, decimally, at 1 per cent above the 
average Treasury bill (g1-day) tender rate every 
Thursday; whereas here the Bank rate is fixed 
while the Treasury bill rate is moved indepen- 
dently, and, one might add, experimentally. 
Since the change of Government in 1951, the 
Dank rate has been raised on five occasions and 
lowered twice, while the rates of interest charged 
on loans to local authorities from the Local Loans 
Fund have been increased on nine and reduced 
.. on three occasions. 

The following is the record of the Bank rate 
since November 1951, prior to which the rate 

had been 2 per cent since October 26th, 1939: 


Duration 

Bank rate of change 

Date of change per cent tn months 
November 8th, 1951 24 A 
March 11th, 1952 4 18 
September 17th, 1953 34 8 
May 13th, 1954 | 3 8 
January 27th, 1955 34 I 
February 24th, 1955 4i 12 


February 16th, 1956 s$ 


It is unquestionably true that Bank rate in- 
creases have caused increases in public and private 
costs through the raising of interest rates in gen- 
eral. In a recent Parliamentary answer it was stated 
that the cost of the National Debt services 
(comprising interest, management, expenses and 
sinking funds) had risen by £177 million between 
the financial years ended 1951 and 1956, or 
equivalent to approximately gd in the income 

tax rate. | 

In the nineteenth century and at the beginning 
of the twentieth century, Bank rate depended, 
theoretically, on the proportion which the reserve 
of notes and coin in the banking department 
bore to the total amount:of deposits. When the 
rate was raised it was primarily to protect the 


reserve and to induce merchants and bankers 
abroad to buy bills in London carrying higher 
rates of interest, thus resulting in an inflow of 
gold and a strengthening of the reserve and also 
tending to make the exchanges more favourable 
to the £. It also served to encourage saving and 
to discourage borrowing. But in those days, there 
was little difference between nominal and real 
(net) rates of interest as we now understand 
them. Today things are different and not only 
because of direct taxation. 

As from January 1955, Bank rate increases haye 
resulted largely from attempts to curb excess. 
capital expenditure considered in relation to our 
total resources. 'T'he authorities expected that as 
deposit rates rose, savings would increase; and 
that as loan rates rose borrowers would be in- 
duced to reduce their loans and that further 
borrowing would be discouraged, as in the old 
dáys. What has happened? Direct and indirect 
costs have increased. ‘Restriction by request’ and 
réimposition of hire-purchase restrictions were 
decided upon because the classical pattern was 
not evolving. Bank advances to other than 
essential industries have been almost compul- 
sorily reduced or eliminated and certainly not 
because of a higher Bank rate. It is here contended 
that a high Bank rate does not deter business 
taxpayers from borrowing when the net or 
effective borrowing rate is considered. For 
example, ignoring profits tax and assuming 
combined rates of income tax and surtax of 
8s 6d, 15s and 18s 6d respectively, applied to an 
overdraft rate of 74 per cent, the net or effective 
overdraft rates would be 44&, 1$ and + per cent 
respectively. Surtax payers are generally directors 
or controllers of businesses. Curiously enough, the 
Oxford Institute of Statistics has just published 
the results of a survey of the financial position 
and savings habits of what it calls the upper 
income classes.1 The Economist (January 19th 
issue), commenting on the survey, stated, ‘A 
rather astonishing revelation was the extent to 
which most of these people ran overdrafts, 
rather than current accounts, at the bank.’ 


Out-of-date Theory of Rate of Interest 
In regard to theory in relation to interest rates, 
up-to-date thinking is required. For example, the 
{See The Accountant, January 26th issue, page.85. 
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late Lord Keynes stated that prior to the First 
World War there was not a five-year period since 
1837 when the long-term interest yield was as high 
as it then was (February 1937), and that there was 
no justification for a long-term rate of interest 
higher than 3 per cent. The point bere is that 
the then Mr Keynes used the gross yields on 
2$ per cent Consols without taking income tax 
into account. Had the appropriate amounts of 
income tax been deducted from the gross yields 
in the years covered by his review, it would have 
been found that the average net yield on 24 per 
cent Consols (the accepted yardstick of long- 
term borrowing rates) was actually lower in 
February 1937 than the average in any of the 
years 1837-1913, excluding the period 1896- 
1898 which was one of exceptionally low interest 
rates. Mr Keynes, therefore, based his statement 
on gross and not net yields, the latter being the 
true criterion. 

The rate of interest on Consols was 3 per cent 
prior to 1889 and the standard rate of income tax 
in 1870 and 1888 was as low as fourpence and 
sixpence in the f, respectively. while super tax 
was unheard of until 1909. 'l'he standard rate of 
income tax in 1913 was 15 2d. It may be said that 


direct taxation up to the outbreak of the First. 


World War was comparatively negligible. It is 
not surprising, therefore, that Alfred Marshall, 
mentor of Keynes, referred to taxation once only 
in his Economics of Industry, and this is what he 
wrote: 


‘If there are a thousand families living in 
Sheffield and another thousand in Leeds, each 
with about £100 a year, and a tax of fr is levied 
on all of them, we may be sure that the injury 
which the tax will cause in Sheffield is very nearly 
equal to that which it will cause in Leeds: and 
similarly anything that increased all the incomes 
by a £1 would give command over very nearly 
the same amount of additional happiness in s 
two towns. 

"Thus ' "money" or “general purchasing power" 

| or "command over material wealth", is the centre 
around which economic science clusters; this is so, 
not because money or material wealth is regarded 
as the main.aim of human effort, nor even as 
affording the main subject-matter for the study 
of the economist, but because in this world of ours 
it is the one convenient means of measuring human 
motive on a large scale; and if the older economists 
had made this clear, they would have escaped 
many grievous misrepresentations.' 


It-will be obvious to the reader that Marshall's 
reference to ‘gerieral purchasing power’ or 
‘command over material wealth’ was a different 


concept from that which rules today with a’ 
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combined income tax and surtax rate of 18s 6d 
in the £. Marshall was born in 1842 and died in 
1924. Here are his definitions of gross and net 
interest: 


‘For the interest of which we speak when we 
say that interest is the earnings of capital simply, 
or the reward of waiting simply, is net interest; but 

.what commonly passes by the name of interest 
includes other elements besides this, SE may be 
called gross interest. 

“These additional elements are the more import- 
ant, the lower and more rudimentary the state of 
commercial security and the organization of credit. 


Thus, for instance, in medieval times, when a 


prince wanted to forestall some of his future 
revenues, he borrowed perhaps a thousand ounces 
of silver, and undertook to pay back fifteen hundred 
at the end of a year. There was however, no perfect 
security that he would fulfil the promise; and 
perhaps the lender would have been willing to 
exchange that promise for an absolute certainty of 
receiving thirteen hundred at the end of the year. 
In that case, while the nominal rate at which the 
loan was made, was 50 per cent, the real rate 
Was 30.' 


Present-day Meaning of Gross 
and Net Interest 

It is clear, from this, that gross interest was made 
up of net interest and risk elements, according 
to economic theory. Today’s taxation was in- 
conceivable when Marshall wrote. In Marshall's 
time one could say that money invested at 
5 per cent compounded would double itself in 
fourteen years; m other words, in those far-off 
days, 5 per cent was both gross and net, to use a 
form of quotation used in dealing in the stock- 
market. Because of the tax factor today one must 
beware in using sinking-fund tables. Caeteris 
paribus cannot be so conveniently used today 
Everyone is tax-minded and evaluates accord- 
ingly — none more so than the investor. 

The investor of today understands gross in- 
terest as having the same meaning as explained 
by Marshall, but that what is called ‘net interest’ 
by Marshall is not what the investor knows as 
net interest. Net interest to the investor is what 
is left of gross interest after deduction of tax; 
and, while the standard rate of income tax of 
8s 6d in the £ is usually deductible from gross 
interest payments, each investor has his own top 
rate — taking income tax and surtax jointly — 
which he uses in his calculations and consider- 
ations. 

Gross yields and net yields are likewise treated 
in this manner. Ás a statistical exercise, net 
yields are often compared between one period 
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and another on a “purchasing power yield’ basis; 
that 1s to say, that by the application of cost-of- 
living or commodity index numbers to net yields, 
one arrives at comparative yields related to the 
quantitative value of the goods and services 
comprised in the particular index. However, the 
point here is that taxation is an element of gross 
interest and was not of great importance prior 
to the First World War. 


Risk Element in Interest Rates 

The late Mr Hargreaves Parkinson in his book 
Ordinary Shares, described the yield on 2} per 
cent Consols as being 'all interest and no risk' 
and that investors in gilt-edged are open to 'one 
sort of risk' and investors 1n equities to another. 
À. glossary and classification of risks involved in 
yields seems desirable, for one reads of long-term 
risk, premium. risk, time risk, industrial risk, 
equity risk, cyclical risk, and, outside of Mr 
Parkinson's book, commercial risk, financial risk, 
capital risk, economic risk, business risks, trade 
risks, personal risks, etc. 

At any rate, it would appear that the risk ele- 
ment in yields is deserving of study in isolation, 
if only for the purpose of making clear the nature 
of the risk or risks involved. For example, in 
relation to the excess in the yields of industrial 
debentures, industrial preferences and industrial 
ordinary stocks, respectively, over the ‘Consols’ 
yield, one might refer to these risk elements as 
primary, secondary and tertiary, for purposes of 
analysis. 


Quantitative and Qualitative Considerations 
Quantitative and. qualitative considerations, in 
relation to credit facilities, capital expenditure and 
labour distribution, appear necessary. Direct 
encouragement to essential industries, and for 
research and export particularly, are required in 
the form of tax concessions such as the restora- 
tion of the investment allowance and increased 
depreciation allowances. These are direct ap- 
proaches to the solution of our troubles. Reduced 
Government expenditure ought to lead to 
reduced taxation generally; and the labour force 
released ought to find its way into productive 
industry rather than into unproductive or para- 
‘sitic forms of occupation which are to be found 
in the tertiary category of industry. Claims for 
tax concessions by inessential industries, con- 
sidered in relation to our economic survival, 
ought not to be considered. 

However, it is a serious business when prices 
of Government securities are depressed as a 
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result of large-scale realization by the banking 
world in order to maintain traditional ratios. 
Therefore, as Bank rate increases have been 
mainly responsible for the heavy selling of gilt- 
edged securities by the banks, its value as a 
regulator of business in general must be ques- 
tioned. Something else is necessary when after 
almost two years of Bank rate increases, appeals 
continue to be made to ‘banks and all those who 
provide finance or control its sources to restrict 
effectively the supply of credit’. In this regard, 
the president of the largest bank in the United 
States, in a speech before the Economic Club of 
New York, contended that Federal Reserve con- `. 
trols over credit are too limited and instanced, 
among others, insurance and mortgage companies 
as being outside such control. 

It would seem reasonable and desirable that 
particulars of all important sources of credit' 
ought to be available to the Chancellor, in 
addition to those provided by the Clearing Banks. 
The following table shows clearly the extent of 
the decline in the value of investments held by 
the London Clearing Banks during the past two 
years. To complete the picture, monthly average 
prices of 3$ per cent War Loan and 2$ per cent 
Consols are also shown. 


Investments Average prices 
held by London 34% 24% 
Clearing Banks War loan  Consols 
£ Million L% £95 
1954. October 2,364 go-o 68-2 
' X055 -5 2,086 77:8 58:2 
1956 ` 703 5272 


1,967 


Claim for Efficacy of Bank Rate 
Questioned 


During 1951, commodity prices fell severely 
after the buying spree due to the Korean War. 
Wholesale commodity prices struck bottom in the 
last quarter of 1953 and steadied in the first 
quarter of 1954, since when, until the Suez affair, 
prices on the whole had been comparatively 
stable. For example, Reuter's United Kingdom 
Index figures (Base: September 18th, 1931 — 100) 
as at October 31st, in each of the years 1954, 1955 
and 1956, were 490:8, 485:3 and 482':1, respec- 
tively. Having weighed these facts in the balance 
it is reasonable to state that industrial recovery 
was assisted largely by the fact that import prices 
had fallen abnormally and substantially to our 
benefit, and that Bank rate increases of November 
1951 and March 1952 were of doubtful value, if 
dny, industrially. Financially, they caused the 
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usual impact. Here.is the statistical proof support- 
ing this contention: 


IMPORT AND EXPORT PRICES 
(Board of Trade) 


1954 = 100 
Imports 


Basic Terms 
Materials Fuels Total of 
Year Total (Class (Class Exports Trade 
B) C) 
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Antiquated Belief in Bank Rate? 
It appeared that Mr Butler realized in July 1955 


that his Bank rate increases in that year were 


not producing the ‘classical results and this 
obliged him to introduce the ‘credit squeeze’. 
The role of Bank rate in these times is mainly 
psychological. It can generate forces of boom 
and slump in security values. It cannot De 
questioned that changes in the rate give rise to 
moods of pessimism and optimism alternately 
when it is raised and lowered; the consequences 
of which are immeasurable but great and wide- 


spread in the realm of finance and on security - 


prices in particular. In fact, the whole financial 
system of the country is disturbed by each change, 
which is primarily intended to produce so-called 
‘classical’ results. Is it conceivable that text- 
book theories of Victorian and Edwardian days 
dominate the minds of those responsible for 
Bank rate decisions? 


Weekly Notes 


IQ§t 113 134 I21 100 113 
1952 III 117 132 Log 100 ., 
1953 IOI 103 108 IOI IOO ^ 
I054 Ion  IOO IOO 100 100 
1955 103 104 102 102 IOI 
Month 
Oct. 1954 101  IOI .98 100 IOI 
» X955 103 105 103 103 100 
» 1956 ob 107 II5 107 99 
The Institute's Examinations 


A total of 2,452 candidates sat for the examinations 
of 'The Institute of Chartered Accountants in England 
and Wales beld last November. 

There were 1,028 candidates for the Final, of whom 
438 (42:6 per cent) passed and 590 failed; in the May 
examination 41:8 per cent passed. 'The First Certifi- 
cate of Merit, the Institute Prize, the Walter Knox 
Scholarship, the O. C. Railton Prize for the year 1956 
and the Plender Prizes for the Advanced Accounting 
(Part I), the General Financial Knowledge and Cost 
Accounting and the English Law (Part I) and (Part IT) 


papers were won by Mr D. C. Burling, of London. 


The Second Certificate of Merit, the W. B. Peat 
Medal and Prize, the Frederick Whinney Prize, the 
William Quilter Prize and the Plender Prizes for the 
Auditing and the Advanced Accounting (Part TI) 
papers were awarded to Mr G. D. Holmes, of Man- 
chester; the Third Certificate of Merit was awarded 
to Mr M. R. Read, also of Manchester. 

In the Intermediate there were 1,318 candidates, 
of whom 667 (50:6 per cent) passed and 651 failed; 
passes in the May 1956 examination were 48 per cent. 
The First Certificate of Merit, the Institute Prize, 
the Robert Fletcher Prize, the Frederick Whinney 
Prize and the Plender Prize for the Book-keeping and 
Accounts (Partnership) paper were awarded to Mr 
R. B. Fort, of Birmingham. The Second Certificate 
of Merit and the Tom Walton Prize were awarded to 
Mr B. R. Dunn, of Liverpool; the Third Certificate 
of Merit and the Flight-Lieutenant Dudley Hewitt, 
D.F.C., Prize were won by Mr C. W. R. Geering, of 
London. 


P d 


A total of 106 candidates sat for the Preliminary, | 
of whom 27 (25:5 per cent) passed and 79 failed. In 


the May 1956 examination, 27:6 per cent were 
successful. 

A full list of successful candidates in all three 
examinations, together with a summary of results, 
appears elsewhere in this issue. 


'The Scottish Institute's Examinations 


The results of the December 1956 examinations of 
The Institute of Chartered Accountants of Scotland, 
now announced, show that 126 candidates have 
qualified for the Institute’s Final examination certi- 
ficate. 





The John Munn Ross Prize, for the candidate for l 


the Second Division of the Final examination in each 
year whose aggregate marks over both the First and 
Second Divisions are the highest, was awarded to 
Mr Arthur Murray Campbell Morison, of London, 
who also won the J. C. Burleigh Prize for the success- 
ful London candidate for the Second Division of the 
Final examination in each year whose performance 


, in the First and Second Divisions, as a whole, is the 


most (and sufficiently) meritorious. The Guthrie Prize 
for the successful woman candidate for the Second 
Division of the Final examination in each year whose 
aggregate marks over both the First and Second 
Divisions are the highest, was awarded to Miss Norma 
Elizabeth Grant, of Edinburgh. 

The Albert J. Watson Prize for the candidate who 
obtains the highest marks, above a certain minimum 
at each diet of the First Division of the Final exami- 
nation, was awarded to Mr Bryce Mitchell Armstrong 
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Porter, of Glasgow. The Sir William McLintock 
Prize in two parts for the two candidates who obtain 
the highest and second highest number of marks 
above a certain minimum at each diet of the Second 
Division of the Intermediate examination, was won 
by Mr Alan McEwan Thomson, of Glasgow, and 
Mr Brian Francis Hookham, of Motherwell. The 
Helen Somerville Prize for the woman candidate who 
obtains in each year the highest marks in the Second 
Division of the Intermediate examination, was won 
by Miss Elizabeth Margaret Noble Rankine, of 
Edinburgh. 
The names of the successful candidates in the 
Final and Intermediate examinations (Second Divi- 
sion) appear elsewhere in this issue. ` : 


Balancing Charges on Road Hauliers 


A committee of the Road Haulage Association, to be 
known as the Balancing Charges Committee, has re- 
affirmed a previous decision to select and support one 
or more cases to be taken before the Special Com- 
missioners with a view to establishing the open- 
market value of vehicles at the relevant date in con- 
nection with taxation questions arising from the 
Transport Act, 1947. According to earlier decisions, 
it is said, the market values of vehicles in some cases 
determines the amount of the balancing charges to be 
paid in respect of vehicles taken over by the British 
Transport Commission. The committee is appealing 
to all the operators and ex-operators concerned for 
funds to support the case before the Special 
Commissioners. 


Suez and the Balance of Payments | 


According to the Treasury there was a favourable 
balance of payments for most of the second half of 
last year. The blocking of the Suez Canal and the 
break in the Iraq pipe-line are now adversely affecting 
the position, however, and it is not expected that the 
result will be better than break-even for the twelve 

months ending in the middle of 1957. 

- This apart, the official view (which is expressed 
in the latest issue of the Treasury Information Bulletin) 
is optimistic. The rise in the price of oil is expected 
to bring about more than a seasonal increase in the 
cost of living and the shortage of fuel may cause losses 
of industrial output especially due to transport diffi- 
culties. Nevertheless, the volume of exports has gone 
up while that of imports has remained unchanged. 
"The volume of home sales on consumer goods and 
services over the first nine months of 1956 was less 
than 1 per cent higher in the same period of 1955 and 
the employment position was getting easier. There 


-are thus indications that inflationary pressure has 


eased somewhat. In addition, there has been a 
welcome improvement in the exchange parity of the £. 

The position as ‘a whole would thus appear to be 
that a trend towards a much more stable and healthy 
economy in the closing months.of 1956 has been post- 
poned by the Suez situation. The official estimate 
that the balance of payments will be somewhere near 
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zero in the middle of the year offers small comfort. 
Immediately after the second half of the year begins, 
the seasonal pressure on sterling has to be encountered 
and a substantial deficit could still develop to be 
worked off in the winter of 1957-58. 


Arms Cut and the Budget 


The pressure of defence expenditure on the nation's 
resources has been easing slightly in terms of man- 
power and money value since 1953. There is some 
prospect that the special powers given to the new 
Minister of Defence will considerably accelerate this 
trend. Since the Defence White Paper for 1956, the 
Chancellor of the Exchequer (it was then Mr Mac- 


 millan) has announced defence reductions of about 


£45 million as part of the economy drive. These * 
economies have been offset by the Suez military 
operation in the autumn. 

The decision to recast completely our defence 
programme comes at a critical time in the trade cycle. 
Several of the chairmen of the large joint-stock banks, ` 
whose statements have been coming out since the 


. beginning of the year, have emphasized the inflation- 


ary potential which continues to exist owing to the ` 
high level of Government expenditure. There are 

many who will echo these sentiments. At the moment . 
the { is strong and there is considerable pressure 
in the money market towards lower interest rates. 
These last two factors would normally suggest that 


inflation was being curbed but the full implications 


of the fuel shortage on industrial production have still 
to be worked out, and it would be possible to have a 
combination of factors by which a decline in industrial 
production was inflationary. This would certainly 
happen in the short-run if production fell while 
employment was relatively stable. 


Common Market Progress 


The speed at which the basic principles of the 
Common Market and the Euratom arrangements are 
being enshrined in treaty form, gives, at times, an 
impression of almost breakneck speed. At the end of 
last week M Spaak said in Brussels that if it were 
not for Dutch reservations both treaties could be 
ready for signature apart from the problem of over- 
seas territories. It is understood that the Dutch 
objections to the draft treaty are based on the question 
of voting. Votes in the Council of Ministers are being 
laid down in accordance with each country’s contri- 
bution to the proposed joint budget and this gives 
Holland a comparatively minor influence, ranking it 
second last on the list below Belgium and above 
Luxembourg. 
When the French Assembly voted on the Common 
Market proposal recently it gave a substantial majority 
to M Mollet. The terms on which the French 
Government is allowed to negotiate a draft treaty, 
however, are rather hedged about with a large number 
of conditions. It is apparent that the debates on the 
draft when it is ready will provide a major hurdle 
for the Common Market idea to surmount... 
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Finance and Commerce 


Cheaper money hopes have continued to keep the 
stock-markets firm. The pace of the improvement in 
industrial equities has slackened, however, and new 
investment operation has been switched into new 
issues. Success of the LC.I. loan stock offer has 
brought the Bowater Paper Corporation into the 
market on similar terms. Rights issues are meeting 
with considerable success. In the gilt-edged market 
the tempo of colonial county and corporation 
borrowing remains high. 


United Steel 


The United Steel Companies Ltd, whose accounts 
we reprint this week, was the first of the steel com- 
panies to be denationalized. The fourteen million Li 
ordinary shares were offered to the public at 25s each 
and were immediately taken up. They opened in the 
market at 26s, have since touched 49s 44d, and are 
now, following the announcement of a rights issue 
as the accounts went into shareholders’ hands, in the 
region of 325 9d. The company is raising Zo million 
by an issue to ordinary shareholders of six million 
£1 ordinary shares at 30s each on the basis of three 
for every seven held. This is the first new capital to 
be raised by a denationalized steel company from.its 
shareholders. 

The pace of the post-war development of the 
steel industry is indicated in the statement that 
United Steel has in the past eleven years spent £65 
million on capital development, apart from nearly 
£19 million in financing the increased value of stocks. 
Most of the money came from internal resources, 
including {7 million from colliery compensation 
(under coal nationalization) and the realization of 
investments. Actual new money brought in was 
about £7% million. 

' Planned development on three major schemes now 
in hand are expected to absorb £20 million over the 
next few years. 


Three-stage System "s 
The company's 1954-55 accounts were taken by Mr 
I. F. Richardson, City Editor of The Birmingham Post, 
as a model for his lecture on company accounts, 
reproduced in our issue of January sth. The latest 
accounts are in the same style as last year's and are 
set out on what might be described as a three-stage 
system. The balance sheets are stripped down to the 
main figures given on the left of the page opening. 
The view extends through the notes on the opposite 
right and continue over into two pages of schedules, 
which mainly comprise the detail of the reserves and 
fixed assets. 

A full page graph shows the increasing rate of out- 
put of pig-iron, coke and steel over the past nine years. 
Another graph gives an analysis of net earnings over 
the same period; excess of income ovgr expenditure; 


depreciation and transfer to fixed assets replacement 
reserve; taxation charged; net surplus available for 
distribution; the annual rate of ordinary dividend and 
the money cost of the dividend, less tax. 

A further page is devoted to figures showing the 
employment of capital over the nine years. Net 
current assets plus fixed assets, and trade investments 
less depreciation and less provision for maintenance, 
produce capital employed. From this is deducted 
preference capital, outside interests, loan capital and 
future taxation, to produce the book value of the^ 
ordinary capital. The book value of £r of equity 
nominal, the statement shows, has risen from 35s to 
61s over the nine years. 

There is also an analysis of income and expenditure 
and this is given in the reprint. Many readers will 
probably endeavour to reconcile this analysis with 
the profit and loss and appropriation accounts, their 
desire to do so being inspired by an urge to see 
whether it is possible to start at the top with gross 
income from sales and work down. 

The two views, profit and loss and the analysis, are, 
of course, not strictly in line, but it makes one wonder 
whether company accounts, having evolved so far as 
the analysis (something unheard of for most com- 
panies a few years ago), the next step might well” be 
— as Mr Richardson in fact EES an extended 
profit and loss account. 


Money Market 

With the market's bid raised to £98 17s 3d, there 
was another sharp decline in the Treasury bill rate 
on January 25th. The average rate was reduced to 
£4 11s o81d per cent. Applications totalled 
£414,030,000, but only figo million of the {£200 
million of bills offered was allotted, he market 
receiving 36 per cent. This week the offer is~£1g0 
million. T 


THE UNITED STEEL COMPANIES LIMITED 
Analysis of income and expenditure 


Year ended Year ended 
30th September 1955 30th SERE per s 
£ 


Gross Income from sales and 





90,482,000 100 other sources 100,674,000 100 
Expenditure 
w materials and supplies, 
services, and general 
49,848,000 55-09 trade expenses 58,253,000 57-86 
Wages, salaries, national 
21,146,000 23:37 Insurance, and pensions 23,613,000 23-45 
3,977,000 439 Delivery charges 4,242,000 4-72 ~ 
Provisions for current and 
deferred taxation on the 
6,592,000 7:29 profits of the year 5,553,000 5-52 
Retained in the business for ` 
depreciation of assets 
7,655,000 8-46 and other purposes 7,743,000 769 
Dees pd and payable, 
1,264,000 [-40 less 1,270,000 1°26 
£90,482,000 — 100-00 > £100,674,000 10000 
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February 2nd, 1957 ACCOUNTANT 125 
THE UNITED STEEL COMPANIES LIMITED 
SCHEDULES TO THE BALANCE SHEETS AS AT 3th SEPTEMBER 1956 
SCHEDULE A 
SHARE CAPITAL OF THE UNITED STEEL COMPANIES LIMITED AUTHORISED ISSUED 

5,097,000 44% cumulative preference shares of £1 each ,097, £5,097,000 
4,000,000 525%, redeamable cumulative preference shares of £! each ,000, 4,000,000 
14,000,000 ordinary shares of £1 each : 14,000,000 4,000,000 

6,903,000 unclassifled shares of £1 each 6,903,000 — 
£30,000,000 £23,097,000 
As at 30th September 1955 £30,000,000 £23,097,000 








Note The Company may at any time on or after [6th August 1973, upon giving at least three months previous notice, redeem ail or 


part (to be selected by 
1973 and before [6th ust at 22s per share; (i 
share; (iii) on or after [6th August 1993 at par. 






























































ee of the redeemable Drop shares at the following prices;—(I) on or after l6th August 


) on or after 16th August 1983 and before lth August [993 at 2ls per 

















SCHEDULE 5 
RESERVES 30th September 1956 Mum 1955 
CAPITAL RESERVES id GRO Pe GROE 
d General (see note below) 1,044,796 1,044,796 1,025,072 - — 1,025,072 
Investment allowance—being taxation relief in respect of capital expenditure 1,504,000 1,504,000 782,000 782,000 
Excess of the value of net assets appearing In the balance sheets of subsidiary companies * 
over the value of shares in and advances to those companies in the balance sheet 
of The United Steel Companies Limited — 407,717 — 408,064 
Fixed assets replacement 4,250,000 4,250,000 2,500,000 2,500,000 
E £6,798,796 7,205,513 4,307,072 4,715,136 
REVENUE RESERVES 
Gene i 15,500,000 15,500,000 13,200,000 13,200,000 
: 4,283,696 ,B64, 3,283,696 3,864,000 
Miscellaneous reserves and undistributed profits of subsidiary companies — 685,981 — 620,565 
Profit and foss account ie 840,006 840,006 828,553 828,553 
i 20,623,702 21,889,987 17,312,249 18,513,118 
TOTAL CAPITAL AND REVENUE RESERVES £27, 422,498 29,096,500 21,619,321 23,228,254 
1956 1955 
Note The capital reçerve eral) is made up az follows: 
Surplus over book values of compensation received for assets vested In the National Coal Board, and surpluses 
or re alas relating to colliery assets £1 244,796 1,225,072 
T Discount on 48% debenture stock 1968/78 200,000 200,000 
£1,044,796 1,025,072 
SCHEDULE C 30th September 30th September 
DEBENTURE STOCK [956 1955 
44% debenture stock—authorised and issued $2 £10,000,000 ` £10,000,000 
Amount pald together with discount E £4,500,000 £4,500,000 
Note The £10,000,000 4$ per cent debenture stock 1968/78 (issued on 23rd October 1953) has been subscribad by the Iron and Steel 
Holding and Reallsation Agency at the price of per cent, £43 per cent. bad been paid at 30th September [955 and the 
balance baus been called up since 30th September 1956, 
The stock (with authority to nil is secured by a floating iul Sek the assets and undertaking of the Company under a 
trust deed dated 23rd October 1953 in favour of Royal Exchange urance as trustees. i 
30th September 
SCHEDULE D 30th September 1956 1955 
FIXED ASSETS cc tree 
. GROSS BOOK NET BOOK NET BOOK 
( THE COMPANY'S BALANCE SHEET 5 Lee SS E ier 
Freehold and leasehold [and and minerals 1,084,564 2,800 1,081,764 804,649 
Buildings 12,471,221 2,831,680 9,639,541 8,433,525 
Plant and machinary 46,230,763 14,000,619 H 27,971,806 
i £59,786,548 16,835,099 42,951,449 37,209,980 
Loose plant, tools, and equipment 1,469,591 1,214,221 
£44,421,040 ` £38,424,201 
As at 30th September 1955 i £52,626,407 15,416,427° 38,424,201 
(i) THE CONSOLIDATED BALANCE SHEET 
Freehold and leasehold [and and minerals _ 1,333,748 ` 11,301 1,322,447 1,025,731 
Bulldings 16,829,080 - 3,659,748 13,169,332 11,283,047 
Plant and machinery 61,619,276 [8,585,673 43 032,603 36,637,262 
£79 781,104 22,256,722 57,524,382. 48,946,040 
Loose plant, tools, and equipment 1,952,614 1,518,427 
£59,476,996 — (50,564,467 
As at 30th September 1955 £69,106,372 20,160,332 50,564,467 
Note The gross book value of these assets is a valuation at 30th June 1937 with aubsequent additions at cost except that 
(a) in ae ee balance sheet tha assets of certain small subsidiary companies toralling £1,357,550 are valued at cost 
ess deprec n. ` 
Gi Loose planc, tools, and equipment sre ss valued by the companies’ officisis. 
c) Minerals ace written off as worked. : 
& 
` 
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Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


. The Proposed Integration Scheme 


Sir, - By this time many members of the Institute 
have had the opportunity of attending district society 
meetings at which all aspects of this scheme will have 
been discussed and questions answered by members 
of the Council's special committee responsible for 
its production. 

I hope that those who were doubtful about the 
merits of the scheme are now convinced that the 
present generation has a tremendous responsibility 
to ensure for future generations, this first step 
towards a unified profession. The chance may never 
recur. 

No doubt support will be given by the requisite 
"two-thirds majority, but it is up to us all, whatever 
views we hold, to see that a truly representative ver- 
dict is given at the Royal Festival Hall meeting on 
February igth. For country members a trip to 
London may be inconvenient, but is little enough to 
contribute to an historic occasion, especially when 
we realize that many days of negotiation have been 
spent on our behalf by Mr Lawson and his com- 
mittee during the last two years. 

Yours faithfully, 


Northampton. R. A. PALMER, r.c.A. 


Str, - In reading the recent letters with regard to the 
proposed integration of the Institute and the Society, 
one cannot but feel disappointed that a number of 
correspondents have Written expressing views putely 
from their own standpoints, and the advantages and 
disadvantages affecting themselves. 

It is not for me to tell Chartered Accountants how 
to vote at their forthcoming meeting, but one does 
trust that whichever way they do vote, they will do 
so with motives which are of the highest and best, 
and in the interests of a profession to which many 
members of both the Institute and the Society are 
proud to belong. : 

Yours faithfully, 
LESLIE R. eer A.S.A.À, 

London, SW. 


SIR, — Many letters have been published recently on 
the subject of integration, a number of them being 
from Chartered Accountants who oppose the pro- 
posed merger. The majority of the reasons put 
forward to support their views are, to say the least, 
open to doubt. This applies particularly to the one 
which claims that the standards set for bye-law 
candidates of the Society, fall short of those set for 
articled clerks of the Institute. 

Until 1953 the bye-law candidate was required to 
spend nine years in the office of a public accountant 

e 


- 


before the Final examination could be attempted. 
The present requirement is six years from the date 
of registration. Is it not obvious that the bye-law 
candidate is at least equal to the articled clerk in 
academic standards, and probably surpasses him 
when it comes to practical application? 

One of your correspondents signing himself 
‘Chartered’ (January 26th issue), has committed the 
most flagrant misrepresentation of fact. I quote from 
his letter: . 

‘A large proportion of accountancy vacancies, 
especially in commerce, are available only to Char- 
tered Accountants whilst few, if any, are open only 
to Incorporated Accountants.’ 


Would that our chartered friend had turned the ` 


pages of your publication and extracted the facts. 
In the issue in which his letter appeared, the following 
was the breakdown of the commercial vacancies: 

64 advertisements in which positions were offered; 


44 of these did not stipulate either Chartered or 
Incorporated; 


12 required either a Chartered or Incorporated 
Accountant; 


4 required Cost Accountants or students; and 
4 required Chartered Accountants. 
From these figures there does not appear to be any 


gege, 


doubt that your correspondent was a long way from | 
the truth in the third paragraph of his letter. What ` 


progressive step for both the Society and the 
Institute? 
| Yours faithfully, 


Southport. N. W. RUSHTON, 4.5.4.4. 


SIR, - May one who qualified as a member of the 
Society many years ago under the bye-law provision 
express his views. I would first make two points, 
briefly: 

(1) Members of the Society will freely agree that in 
the minds of the lay public the word ‘Chartered’ 
has the edge (Mr Griggs’ phrase) over ‘Incor- 
porated’, 

(2) Members of the Society believe that their 


is his true reason for opposing what can only be a ^ 


examination standard is at least.as high as that ` 


of the Institute. 


The phrase ‘discipline of service under articles’ is ` 


rather pretentious. The articled clerk is more subject 
to the parental spur — something should be visible in 
five years for money paid and perhaps for sacrifices 
made. The principal, too, may use the spur — how 
much depends on the quality of the principal. Con- 
sider, on the other side, the industry of the man who 
gets there without the application of spurs. 


— 


Some of your correspondents view the scheme 
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from a purely personal angle. This is a bargain 


between two bodies and the usual conditions must . 


apply. Let there be no illusion about it - members of 
the Society are conscious of what they are surrender- 
ing, and many view the scheme with mixed feelings. 

A great number would prefer registration, despite 
its temporary sacrifices, rather than the strengthening 
of sectional advantages. 

If it should be that ‘the ayes have it’ I would 
support the views of those correspondents who 
suggested that fellowship should be abolished (I am 
a Fellow) and that the designatory letters should be 
abbreviated to "CAT, 


Yours faithfully, 
MILDLY FAVOURABLE (z.8.4.A.) 


SIR, - With reference to the correspondence which 
has appeared in recent issues: apart altogether from 
the fact that the announcement appearing in the 
national Press, before the members had an oppor- 
tunity of seeing it, was deplorable, it would appear 
that the proposed scheme is very good from the 
standpoint of the Institutes, but so far as the Society 
is concerned, I do not think the members should 
allow themselves to be stampeded into agreeing that 
everything for which the Society was founded and 
has stood during the past seventy years should, as 
Mr C. W. Hamer has rightly stated (January sth 


- issue), be obliterated and that its assets be used to 


swell the coffers of the Institutes. 

On a previous occasion absorption was offered on 
somewhat similar terms. To the credit of those 
responsible for the Society at the time, the then 
condescending offer was not accepted. The present 
scheme is enough to make such pioneers of the 
Society as the late Sir James Martin and others like 
him, turn in their graves. 

It is hoped that when the decision of its members 
has been recorded, it will be found that this scheme 
will have received the fate it deserves, and that the 
Society's Council, rejuvenated by the election of 
members who are not ashamed of their designation, 
will in future years lead the Society to greater heights 
than ever it has attained in the past. 


Yours faithfully, 


Belfast. E. A. ANDERSON, r.5.4.4. 


Sir, —- The majority of the letters so far appearing in 
your columns seem to have been from members of 
the Institute. May a member of the Society who has 
spent more than half his professional career working 
with Chartered Accountants be allowed to state his 
views on the subject? 

Whilst most of my professional colleagues seem 
to be in favour of the integration most of them would 
regret the disappearance of the Society. On the other 
hand, they resent the implication that our training 
has been less exacting than that for members of the 
Institute. A premium wss paid in my case and no 
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salary earned during my five years’ articles, but this 
does not make me feel superior to members of the 
Society who did have the tenacity to undergo the 
old nine years’ training under the bye-law. 

The younger members may not be aware that in the 
past the Institute has been very pleased to welcome 
the more brilliant members of the Society to member- 
ship which was usually obtained through nominal 
articles, and many of these persons have risen to 
pre-eminence in the profession. 

In most of the small market towns in this area 
there appear to be more members of the Society in 
practice than members of the Institute, and what we 
do rather resent is the attitude of the Society that 


` we cannot look after ourselves in the event of the 


scheme falling through, i.e. that we cannot continue 
to train future Incorporated Accountants. i 
Yours faithfully, 
SOUTH DEVON (A.S.A.A.) 


SIR, — The most vehement opposition to the above 
scheme has come from those Incorporated Account- 
ants in industry who will not become entitled to the 
‘Chartered’ designation. The Institutes have surely 
been right in differentiating between those who 
have received professional training and others who, 
though highly skilled in their own departments, 
cannot be considered suitably trained for the duties 
of a public accountant. 

Industrial accountants. should take the oppor- 
tunity now offered to form their own association. 
The division in tasks and responsibilities between 
the man in industry and his professional colleague is 
certainly greater than the division between the two 
branches of the law. An industrial association should 
be recognized by the chartered bodies as of equ 
status, as a counterpart and not a rival. 

The complaint in the past has been of too many 
associations established for the same purpose. The 
field of accountancy has so expanded as to leave 
room for specialist organization of the profession. 
The need is for vertical integration and horizontal 
division. Yours faithfully, 

London, EC2. D. M. L. ALEXANDER, C.A. 


Gm, — Your correspondent, 'Jarby' (January 12th 


issue) may truly anticipate with apprehension the 
consequences of the proposed integration scheme. 
As a member of the Society engaged in one of the 
public services, he is about to become an unwanted 
step-child of the Institute. The scheme of integration 
makes it perfectly clear that the accent is on the 
practising side of the profession. ‘Jarby’ and others 
similarly placed càn whistle. 

Is not the solution, so far as the interests of public 
service accountancy are concerned, to form an 
independent 'Institute of Public Service Account- 
ants’ with a status in its own sphere no less than that 
of the Chartered Institutes. 'To earn and enjoy public 
«confidence and a professional dignity, such a body 
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would require to embark with the very highest stand- 
ards. The hard core of membership might well be 
found among the senior financial officers and chief 
accountants employed in the wide field of public 
service, including electricity, gas, transport, hospital 
boards, Government finance departments, and the 
like, many of whom are already members of one or 
more of the many accountancy bodies in existence. 

Similarly the section of the profession engaged in 
commerce and industry might A e given an equivalent 
status by forming an Institute of their own or by the 
unification of the bodies now looking after their 
special professional interests. 

In any event, it seems plain enough that the 
profession of accountancy is approaching cross 


roads with the three Chartered Institutes setting 


out to take care of the section engaged in practice. 
To that extent the proposed integration scheme is an 
admirable thing, but don't let the tidying up stop 


there. 
; Yours faithfully, 
HOSSER. 


SIR,.— The proposed scheme to integrate Chartered 
and Incorporated Accountants (if accepted by the 
bodies concerned) calls for important changes in the 
constitution of the English Institute and appears to 
afford a suitable opportunity to correct an anomaly 
which affects members of the English Institute work- 


ing in Scotland. This is the prohibition on members, 


of the English Institute who are practising in Scotland 
from taking articled clerks, whereas members of the 
Scottish Institute in practice south of the border are 
under no such disability as regards indentured 
apprentices. 

. Secondly, the proposal that the Incorporated 
Accountants working in Scotland should be integrated 
with the Scottish Institute raises the question whether 
English Chartered Accountants in practice in Scot- 
land might be associated more closely with the 
Scottish Institute. Our present privileges, namely, 


the use of the library and the opportunity to join a` 


students’ society are appreciated, but for some a 
closer link might be advantageous. 

Finally, the whole scheme of integration is a matter 
of such far-reaching importance to the profession as 
a whole, that it is deserving of the widest discussion 
among members. A copy of this letter has been sent 
to the sixty-five members of the English Institute 
working in Scotland and a meeting is being held at 
22 Charlotte Square at 7 p.m on February 8th, to 
which all will be welcome. 

Yours faithfully, 
D. M. VAUGHAN, B.A., F.C.A., 

Edinburgh. M. G. WITTET, A.C.A. 

SIR, - Your newly-qualified correspondents seem to 
fear, perhaps naturally, that the scheme of integration 
will worsen their position in a competitive world. 

A glance at your advertisement columns should 


reassure them. On January 26th there were sixty-nine e 
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positions under commercial situations vacant, of 
these only four specified that the applicant should be 
a Chartered Accountant. The largest number speci- 
fied Chartered or Incorporated. 

This would seem to show that the commercial 
employer draws no distinction between the two quali- 
fications and will look to the experience and ability 
of the individual and not to the method by which he 
obtained his: qualification. 

Those who fear integration on grounds of personal 


disadvantage would be well advised to think in terms ` 


of the accountancy profession as a whole. If this 
integration makes a stronger professional body of 
which they are members then it must be to the ulti- 
mate benefit of themselves and the general public. 

The Council of the Institute have stated that it will 
lead to a stronger professional body and I think that 
they are probably right. 

Yours faithfully, 
K. M. TOWNSEND, A.C.A. 
Liverpool, 23. 


Revenue Integrity 


Sm, - I entirely disagree with your correspondent, 
Mr Newport, (January 19th issue), that the issue of 
protective assessments by the Revenue where liabili- 
ties have yet to be agreed constitutes ‘legal blackmail’. 

Mr Newport is perhaps overlooking two vital 


factors in connection with the issue of assessments: — 


First, they can only be issued at two times of the year, 
and secondly, that a time limit of six years applies. 

Protective assessments are invariably issued to 
keep the case open, in view of the above two factors, 
and at no time does the Revenue seriously expect to 
receive payment of the amount demanded. In the few 
instances where agreement cannot be reached, it has 
been my experience that the department is always 
willing to reduce the assessment to a very much more 
reasonable figure, and take that figure to appeal. 

Mr Newport would hardly expect the Revenue to 
weaken its position by failing to issue an assessment 
for a year which was passing out of date. Similarly, 
in the case of current figures it would be quite wrong 
for a comparatively small assessment or additional 
assessment to be issued, thus rendering necessary the 
issue of yet another assessment at a later date. Quite 
apart from the additional work involved, such a course 
would frequently lead to the Revenue having to wait 


.. a further year for their money, which is hardly in the 


public interest. 

I might add that I have always been struck by the 
very fair-minded attitude adopted by the vast 
majority of H.M. Inspectors of Taxes in back duty 
cases as well as in other matters, and I am sure that 
most practitioners will agree with me when I say 
that the Inland Revenue as a whole carries out an 
extremely difficult task in a most praiseworthy 
manner. 


Yours faithfully, 


London, WCzr. - - L. W. MELVILLE. 


ni 
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Premiums for Leases 


;Sm,- The article by Mr T. J. Sophian in your 
January sth issue regarding the case of Gatehouse v. 
Vise ([(1956] 1 W.L.R. 1509) raises a matter which 
concerns many property owners and their advisers. 

Hitherto it has been the practice to define a distinct 
property as one where the occupier enjoys the use of 
a separate entrance from a. public foot-path or 
thoroughfare. The earlier judgments cited suggest, 
however, that the legality of this practice is open to 
question, and that the essential test is whether or not 
one ‘landlord’ has granted leases or tenancies to 
several occupiers. It also appears to have been the 
practice to regard as a ‘distinct property’ the subject 
“of a ‘long lease’ (i.e: one of a duration of more than 
fifty years), irrespective of the physical character of 
the premises. 

What are the views of your contributor, and any 
readers who are interested in this matter, as to 
whether the Gatehouse v. Vise decision applies to 
"long leases'? 

If the answer is ‘no’, on what grounds is the dis- 
tinction made? If the answer is ‘yes’, what, for 
instance, is the position of a landlord who has already 
granted ‘long leases’ — possibly for period of ninety- 
nine years or more — to several occupiers, at nominal 
annual rents, and for initial premiums which were 
computed on the assumption that the occupiers were 
_liable for the Schedule A tax? 

Even where income tax alone is involved, the aggre- 
gate liability might well exceed the amount of the 
premium, and in a case where surtax operates, the 
result would be even more serious. The position of 
such a landlord whose premiums had already 
suffered tax would indeed be unenviable. 


"Yours faithfully, 


London, WCT. S; DYER. 
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[Mr T. J. Sophian writes: Logically, the principle of ` 


Gatehouse v. Vise must apply wherever the interest held 
by the ‘owner’ of the part is an interest, however large 
or small, carved out of the interest of the owner of the 
whole block. Thus, if the latter is the freeholder or a 
long leaseholder of the whole block, and the interest 
held in the part is a lease or a sub-lease, the above 
principle would apply. For all practical purposes, how- 
ever, it seems the question is one of degree. If the 
interest in the part is a ninety-nine year lease st a 
ground-rent, so that the interest is virtually tantamount 
to a freehold interest, it could strongly be argued that 
the case fell outside the principle. In the Gatehouse 
case, it is to be observed that the lease was for about 
twenty-two years — though the rent was only {£1 p.a. 
— and the shortness of the term was a matter to be 
-taken into consideration. l doubt if even a term of 
fifty years would be sufficient to take the case out of 
the principle. One must confess, however, that once one 
imports questions of degree, it may well be difficult 
to know where to draw the line. No doubt Gatehouse v. 
Vise will give rise to othér decisions in due course, and 
an opportunity will be afforded to the Courts to 
determine whether it can be distinguished.]. - 
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The Cause of Inflation 


Sm, - I have read recently some comments in The 
Accountant and elsewhere on the subject of ‘inflation’ 
which disclose a certain inability or unwillingness to 
go to the root of the matter. 

Most people now say rather glibly that inflation 
exists when 'too much money is chasing too few 
goods’. This is not true always. The root cause is in 
‘paying too much money for too little goods and 
services’. If the Government uses money from the 
printing press the effect is the same as when the 
Government takes too much money in taxation and 
spends it in current accounts. 

To strengthen the currency is the important matter, 
and this can only be done if the currency is not 
deliberately cheapened and debased by the Govern- 
ment supported by legions of associations whose 
purposes, however beneficial on the surface, fre- 
quently include either paying too much or causing 
too much to be paid for too little goods and services. 
. Àn instance of the failure to deal with inflation at 
its source is in the case of purchase tax. This tax was 
introduced in 1941 to prevent inflation by taking 
away excess money gained by the public as the result 
of increased wages during the war. The theory was 
no doubt sound on one side, but it tended to overlook 
the fact that money is earned and spent by people. 
Arbitrarily increasing the price of capital goods and 
introducing distinctions between sections of the 
people as to what is and what is not a luxury, does 
not prevent people from spending their money. They 
are more likely to spend their savings in paying the 
Government purchase tax which the Government 
promptly spends on current account. 

Yours faithfully, 

Northwood, Middlesex. J. V. CRUMP, A.C.A. 


— 


Directors' Fees 


SIR, — I have recently had a difference of opinion with 
my company's auditors on the question of increased 
directors’ fees and the approval thereof at an annual 
general meeting. 
They contend that as the company's articles state 
'the remuneration of the directors shall, from time 
to time, be determined by the company in general 
meeting’, 
it is necessary to pass a separate resolution to confirm 
the increase in feea made during the year. I maintain, 
however, that the adoption of the printed accounts 


‘and directors’ report, which show the amount of fees 


as such, is sufficient to comply with the article in 
question. 

If the auditors : are right, then it would surely be 
necessary to qualify the resolution adopting the 
accounts by saying the accounts were adopted with 
the exception of the amount relating to directors’ fees, 
which will be the subject of a separate resolution. 

I should be glad to have the opinions of readers. 

Yours faithfully, 
'e ZEE “COMPANY. ‘SECRETARY: 
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‘Taxation Cases 


Ee with Notes on the Judgments, 
in the ‘Annotated Tax Cases’. 


C.I.R. v. Highams (Saftex) Ltd 


In the High Court of Justice (Chancery EEN 
November rst, 1956 

(Before Mr Justice DANCKWERTS) 
Surtax — Company's undistributed income — Investment 
company — Provision of technical assistance — Whether 
. company existing for carrying on a trade — Income Tax 
Act, 1918, Section r4 (2)-— Finance Act, 1936, 
Section 20 — Finance Act, 1939, Section 14. 


The respondent company purchased the controlling 
shares in a South African company and also under- 
took to provide technical advice and assistance for 
that company in return for a percentage of its profits. 
, It was agreed that the respondent company was an 
investment company within Section 20 of the Finance 
Act, 1936, and it was contended for the appellants 
that the respondent company was therefore subject 
to automatic direction for surtax, under Section I4 
of the Finance Act, 1939, in respect of its undistri- 
buted income. It was contended on behalf of the 
respondent company and so found by the Special 
Commissioners, that, since its main activities were 
connected with the giving of technical advice and 
assistance to the South African company, it existed 
wholly or mainly for the purpose of carrying on a 
trade and that Section 14 was not therefore applicable. 


Held, that there was evidence to support the secum 
Commissioners! decision. 


Gatehouse v Vise 
In the High Court of Justice (Chancery Division) 
November 8th, 1956 
(Before Mr Justice DANCKWERTS) 


Income Tax — Schedule A — Flats in building — Common 
statrcases and balcony ~ Whether assessment on landlord 
or occupier — House Tax Act, 1808, Schedule B, Rule 
I4- House Tax Act, 1851, Section 2 — Income Tax 
Act, 1918, Schedule A, No. VII, Rules 8, 12. ^u 


The appellant was the occupier of a flat and was 
assessed to tax under Schedule A. The flat was one 
of five flats covering the top floor of a building, the 
ground floor of which comprised four garages. There 
was no means of communication through any garage 
to the first floor and the only means of access to the 
flats from the street was by either of two common 
staircases and along a balcony, on to which the door 
of each flat opened. The landlord was responsible 
for the repair of the balcony and staircases and for 
the maintenance of the three wall-lights which lighted 
them. The flat was held on a lease for twenty-two 
years and one quarter (less the last three days); £2,750 
was paid for the lease, and there was an obligation to 
pay the sum of Z1 annually. The a value of the 


^ 


flat was £201. The assessment was made in reliance 
of Rule 12 of No. VII of Schedule A. 

The appellant contended that the assessment ought 
to have been made on the landlord under Rule 8 (ei 
of No. VII of Schedule A. 


Held, that this contention was correct. 


Mitchell Bros. v. Tomlinson 


In the High Court of Justice (Chancery Dison) 
November gth, 1956 
(Before Mr Justice DANCKWERTS) 

Income tax — Builders — Houses also purchased — Sales 
of houses tn post-war years — Reversal of policy of 
letting houses — Whether trade of property-dealing 
carried on — Income Tax Act, 1952, Schedule D, 
Case I (Section 123). 

The appellants had been in business in partnership 
as window-cleaners since 191o and that business still 
continued. In 1918 the firm began an additional 
business as dealers in army surplus stores and this 
business also still continued. In 1930 the appellants 
began another business of building houses for letting. 
They also purchased houses, which they also let. 
During the inter-war years none of the houses were-- 
sold. The building and purchasing of houses was 
financed with the aid of building societies. Between 
I942 and 1948 the appellants bought another 239 
houses and it was accepted that they did this as a 
form of investment to make provision for their old 


. age. Of the 239 houses 58 were sold between 1946 


and 1952 for £22,605. From 1946 onwards the 
appellants ceased to relet houses that fell vacant, and 
invariably offered them for sale; this was normally 
done through estate agents. 

The General Commissioners decided that the 
appellants had indulged in an adventure in the nature 
of a trade. - 

Held, that the General Commissioners! decision 
was correct. 


J. & C. Oliver v. Farnsworth’ 
In the High Court of Justice (Chancery Division) 
November 12th, 1956 

(Before Mr Justice DANCKWERTS) 
Income tax — Builders — Few sales of houses — House 
sold to tenant at his suggestion — Whether a transaction 
of trade ~ Income Tax Act, 1952, Schedule D, Case I 
(Section 123). 

The appellants’ building and contracting business - 
had been in existence since before the First World 
War. The firm built or purchased houses for letting, 
and only a few houses had been sold since 1927. One 
particular house, which was built in 1929, was sold in 
1953, having been let to several tenants in the mean- 
time. The sale was made at the instance of the then 
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tenant. Prior to this sale all receipts from the sale of 


houses had been brought into assessment under, 


.. Case I, and in 1933 a loss on a sale was taken into 
account for tax purposes. The excess of the sale price 
of the house in question over its cost and expenses 
was £724. The General Commissioners decided that 
the £724 was a profit in the normal course of trade, 
and was therefore taxable. 


Held, that there was ample evidence to support the 
General Commissioners’ decision. 


British Estate Investment Society Ltd v. 
Jackson 


m In the High Court of Justice (Chancery Division) 
November 14th, 1956 
(Before Mr Justice DANCKWERTS) 

Income tax — Property-dealing — Whether trade being 
carried on — Decision on appeal — Further hearing — 
Whether assessments validly made — Certificate covering 
assessments in a book — Certificate signed by rubber 
stamp — Income Tax Act, 1952, Sections 36, 41, 514. 

The appellant appealed to the Special Commis- 
sioners against assessments, some of them additional, 
under Case I of Schedule D, for 1947-48, 1949-50, 
1951-52 and 1953-54, and the Special Commis- 
aioners decided that the appellant was carrying on a 
trade of property-dealing. There was a further hearing 
of the appeal by the Special Commissioners, when the 
appellant contended that the assessments were bad 
in law, in that (i) the documents forming the assess- 
ments in question were in a book of such documents 
and the only certificate of the assessments was a 


certificate in the subsequent volume; (ii) the certificate ` 


had not been signed by an Additional Commissioner, 
but had merely been stamped with a rubber stamp 
of an Additional Commissioner's signature. The 
Special Commissioners decided that the assessments 
were valid. 


Held, (1) that there was ample evidence that the 
Additional Commissioner affixed his signature by 
y the use of the rubber stamp; (2) that Section 36 of 
the Income Tax Act, 1952, was satisfied by the signing 
of a certificate covering a number of assessments; (3) 
that Section 41 of the Act, with its provision for 
additional assessments, did not alter the position; 
(4) that in any event Section 514 of the Act prevented 

e assessments from being deemed to be invalid, 


Bolam v. Regent Oil Co Ltd 
In the High Court of Justice (Chancery Division) 
November roth, 1956 . 
D (Before Mr Justice DANCKWERTS) 

Income tax — Selling of petroleum — Retailers to sell 
company’s products only — Sums paid to them for this 
purpose — Whether deductible — Income Tax Act, 1952, 
Section 137 (a), (f). 

The respondent carried on the business of selling 
petrol and petroleum products to retailers, and made 
agreements with retailers whereby the latter under- 


, cases payments made under these 
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took to sell the company’s products only. In some 
ments were 
calculated by reference to the quantity of petrol likely 
to be sold by the retailer, but in two instances lump- 
sum payments were made, which were not so calcu- 
lated. At first the agreements with the retailers were 
for a year or less, but as time went on agreements for 
periods of years were made, and sometimes a lump 
sum was paid in advance calculated on the estimated 
sales by the dealer. 

The Special Commissioners decided that the sums 
paid to retailers, and claimed as deductions, were 
properly deductible, because they were made wholly 
and exclusively for the purposes of the respondent’s 
trade, and that they were not payments on capital 
account. 


Held, that the Special Commissioners’ decision was 
correct and that the payments were not capital 
expenditure. 


Stratton's Executors v. C.I.R. 

_ In the High Court of Justice (Chancery Division) 
November 21st, 1956 

(Before Mr Justice DANCKWERTS) 
Estate duty — Specific legacies — Disclaimer — Death 
within fme years - Whether extinguishment of right — 
Whether for benefit of any person — Whether legactes 
duttable — Customs and Inland Revenue Act, 1881, 
Section 38 (2) (a) - Finance Act, 1894, Sections 2 
(x) (c), 22 (2) (a) - Finance Act, 1940, Sections 43, 
45 — Finance Act, 1946, Section 47. 

By the will of her husband, which was proved in 
I950, twelve life policies were bequeathed to the 
deceased, two freehold hereditaments were devised 
to her, and the residue was bequeathed to her three 
sons. By a deed of disclaimer in 1951 the deceased 
disclaimed and renounced all beneficial interest in 
the insurance policies and in the freeholds, but the 
deed did not state for whose benefit the disclaimer 
was made. The deceased died in 195 


z- It was contended on behalf of the defendants that 
the disclaimer operated as the extinguishment of a 


right at the expense of the deceased, so as to be 
within Section 45 (2) of the Finance Act, 1940, and 
so as to be, therefore, a gift within Section 38 (2) (a) 
of the Customs and Inland Revenue Act, 1881, as 
applied to estate duty by Section 2 (ri) (c) of the 
Finance Act, 1894. It was contended on behalf of the 
plaintiffs that the effect of a disclaimer was not to 
extinguish a right but to avoid it ab tnitio. 


Held, that the effect of the disclaimer was to extin- 
guish an inchoate right, which the deceased had at the 
date of the disclaimer; that that extinguishment was 
a transaction within Section 45 (2) of the Finance 
Act, 1940; that the extinguishment must be taken to 
have been for the benefit of the sons; and that there- 
fore the effect of the disclaimer was to make a gift; 
and that as the gift had been made within five years 
prior to the deceased's death, estate duty was payable 
upon the values of the policies and of the properties. 
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Notes and Notices 


^.  'PHE INSTITUTE OF CHARTERED 
‘ACCOUNTANTS IN ENGLAND AND WALES 


SUMMER CoUnsE, CHRIST CHURCH, OxFORD 


Members of the Institute are reminded that the closing 
date for applications to attend the summer course to 
be held at Christ Church, Oxford, next July, is 
February 28th. 
As stated in our issue of January 12th, the course 
commences on the afternoon of Thursday, July 11th 
and disperses on Tuesday, July 16th. The titles and 
authors of the addresses to be given at the course are: 
‘Finance for privately-owned businesses, including re- 
organizations to facilitate the payment of estate duty’, 
by Mr A. R. English, A.C.A. 

"The layout and design of accounts’, by Mr E. J. 
Newman, M.A., F.C.A 

“Training for the ‘profession’, by Mr W. E. Parker, C.B.x., 
F.C.A. 

As in previous years, group discussions and free 
exchange of views and experience will form an essential 
feature of the course and the programme will provide 
for recreation and social activities. — ` 

Application forms have been sent to all members. 


PERSONAL 


Messrs PRICE WATERHOUSE & Co announce that they 
have opened an office in the Central African Federa- 
tion, at 76 Manica Road, Salisbury. The resident 
partner is Mr J. C. Roomm, A.8.4.4., who was pre- 
viously with the firms in Johannesburg and in London. 

Messrs Howarp Smith, THomPson & Co, Char- 


tered Accountants, of Birmingham and London, ` 


announce with deep regret the death on January 25th, 
of their senior partner, Mr OWEN WALTER THOMPSON, 
F.C.A., who had been a partner in the firm for thirty- 
four years. They also announce that they have admitted 
into partnership Mr PETER WILLIAM BARROWS, A.C.A., 
a son of Mr WILLIAM LEONARD Barrows, F. C.A., J.P., 
now senior partner. 

BoorH, ANDERSON & Co, Chartered 
Accountants, of 2-3 Norfolk Street, London, WC2, 
announce that Mr R. CG Bram DRUMMOND, A.C.A., 
has been admitted as a partner as from January rat, 
1957. 

Messrs W. G. & D. G. Evans, Incorporated 
Accountants, of 40 Newport Road, Cardiff, announce 
that as from February ist, 1957, they have admitted 
into partnership Mr CYRIL PIERRE PASCOE, A.S.A.A., 
A.T.1.1., who has been their managing clerk since 
September 19th, 1955. The name of the firm will be 
changed to W. G. & D. G. Evans & Co, and will 
consist of the following partners: Mr W. CG Evans, 
F.$.A.4., Mr D. G. EVANS, F.S.A.A., and Mr CYRIL 
PrEgRRE PASCOE, A.8.A.A., A.T.I.I. 

Messrs H. I. JACOBS, F.C.A., F.T.1.1., and G. D. LEIGA, 
F.A.C.C.A., F.T.II., formerly practising under the style 
of JAcoBs & LzrGH, at National Bank House, 101—103 
Baker Street, London, Wr, announce that their 
partnership has been dissolved as from January 7th, 
1957. Mr LEIGH is practising under the style of DAVID 
Lsrop & Co and remains at National Bank House, 
101-103 Baker Street, W: (Telephone: Hunter 
0652/3/4), and Mr JAcoss is practising under the style 

e 


e 


of Henry I. Jacoss & Co, Chartered Accountants, at 
128-134 Baker Street, London, Wi. (Telephone: 
Hunter 0701/2). 


PROFESSIONAL NOTES 


Mr Donald V. House, F.c.a., has accepted the 
invitation of the President of the Board of Trade to 
become a member of the board of the National Film 
Finance Corporation as from December 2oth, 1956. 

Mr I. R. Patey, A.C.A., secretary and assistant general 
manager of Crossville Motor Services Ltd, has been 
appointed general manager and a director of Bristol 
Tramways and Carriage Co as from March rst next. 

Mr E. H. Davison, a.c.a., who has been chief 
accountant of Courtaulds Ltd since 1947, has been 
appointed treasurer of the company as from February 
1st, in which capacity he will be more closely con- 
cerned with matters of administration and financial 
policy. 

Mr J. L. Fraser, a.c.a., who has been deputy chief 
accountant of Courtaulds Ltd since 1953, has been 
appointed chief accountant of the company as from 
February rst. 

Mr Percy B. Evans, A.C.A., chief accountant of the 
National Trust for over ten years, retired on December 
318t, 1956. His son, Mr Douglas J. Evans, A.C.A., has 
been appointed to succeed him as chief accountant as 
from January 1st. 

Mr F. B. Eastwood, a.c.a., has been appointed— 
secretary/accountant of British Oxygen Wimpey Ltd. 


OBITUARY 
OWEN WALTER THOMPSON, F.C.A. 


We have learned with regret of the death of Mr Owen 
Walter Thompson, F.C.A., senior partner in the firm of 
Messrs. Howard Smith, Thompson & Co, Chartered . 
Accountants, of Birmingham and London, who died 
suddenly on January 25th, at the age of 70. 

Mr Thompson had been a partner in the firm for 
some thirty-four years and was one of the oldest prac- 
tising accountants in Birmingham. He was admitted 
an Associate of the Institute in 1910 and was elected a ` 
Fellow in 1923. For many years he had been closely 
connected with voluntary hospitals and the Edgbaston 
Golf Club, of which he was chairman, and of which he 
and his wife had recently been elected life members. 

His partners write of their sorrow at the passing of a 
grand partner and trusted friend. : 


GEORGE LEATHER, F.C.A., J.P. 


By the death of Mr George Leather, F.c.A., J.P., 
announced in the Personal column of our January 
roth issue, Liverpool loses a well-known personality. 

Mr Leather, who was senior partner in the firm of 
Harmood Banner, Lewis & Mounsey, served his 
articles with Messrs J. W. Davidson, Cookson & Co, 
and was admitted an Associate of the Institute in 1903; 
he was elected a Fellow in 1912. He started in practice 
in 1905 with Mr G. Kenneth Cook in Liverpool and 
Chester, under the style of Cook & Leather, and in 
1925 the firm was amalgamated with Messrs Harmood 
Banner & Son, now Ee Banner, Lewis & 
Mounsey. . 


— 
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Mr Leather took an active interest in sport and jinthe `.. 
early 19008 was a well-known rugby footballer, getting | 


his international Gap. He was the honorary treasurer 
` of the Liverpool Cricket Club for over fifty years and 
still held this position at the time-of his death. He also 
held the office of secretary of the Liverpool Repertory 
Theatre for over forty years, and. was a Justice of the 
Peace in the City of Liverpool. ` 

He will be greatly missed by a very large circle of 
friends and clients for whom his wise and eros 
advice was always available. © -- -, 


THE ASSOCIATION OF CERTIFIED. 
"AND CORPORATE ACCOUNTANTS. 


The Association of Certified and Corporate Account- 


~ants held its second luncheon meeting of the 1956-57 - 


winter - series at the Connaught Rooms on Monday, 
January 21st, under the chairmanship of Mr W. 
Jackson, F.A.c.c.a., of Glasgow, Vice-President of the 
Association. Mr Donald 'lyerman, Editor of The 


Economist, addressed the 200 members and guests - 


present on current problems. 

The next luncheon meeting will ‘take place on 
March 1rth, also at the Connaught Rooms, and the 
guest speaker will be announced in due course. Further 
details may be obtained from thé Secretary, The 
Association of Certified and Corporate Accountants, 
22 Bedford Square, London, WC. i 


CENTRAL LONDON DISCUSSION GROUP 


The next meeting of the Central London Discussion 
—CGroup of the London and District Society of Chartered 
Accountants will be held on Wednesday; February 6th, 

at 6 p.m., when there will be a short demonstration of 
electronic accounting equipment followed by a group 
discussion. ‘The meeting will take place at. 206 Mary- 

lebone Road and new members wil be welcome. 
Members of the Institute interested in joining the 
group should write or.telephone to Mr Stanley Dent, 
A.C.A., 187 Wardour Street, London, "Wi. Telephone: 

Gerrard 7026. - l 


TBE CHARTERED ACCOUNTANT » 
STUDENTS' SOCIETY OF LONDON 


The following meetings of the London Students' 
^ Society will be held during next week: 


Monday, 5.30 p.m., at the Institute: Lecture on "The com- 
pany fraud onm by Detective Chief Inspector 
Francis Lea ( T of London Police). Chairman: Mr 
W. G. Tes B.A., F.C.A. (Vice-President of the 
Students’ Society 

Tuesday: Visit to F. 2 Motor Works (limited number). 

5.30 nd at the Institute: Post-Intermediate lecture 
on your.career', by Mr R. J. Carter, B.COM., 
F.C.A, (Secretary of the Students’ Society). 

Thursday, 5.15 p.m., at the Institute: Introductory course 
lecture on : taxation system’, by Mr F. R. Porter, 
F.C.A., A.C.W.A." 

6.30 p.m., at Guildford: Lecture on “The work of the 
Institute’, by Mr P. M. Rees, M.C., F.C.A. 

— Friday, 5. I5 .m., at the Institute: Introductory course lec- 
tures on (1) ‘The nature of the items in a profit and loss 
account and balance sheet’, by Mr^F. R. Porter, F.c.a., 
E W.A; and (2) ‘The ownership and control of a busi- 

^ by Mr P. W. Medd (Barrister-at-Law). l 
go Match v. Old Harrovians. 

„at Chelmsford: Lecture on "The Stock 
Exchange’, by Mr M. G. Beale. m 

Saturday: Badminton match 5. King's College. - wh Fe 
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. THE ACCOUNTANTS’ MAGAZINE: i 
DIAMOND JUBILEE 


The journal of The Institute of Chartered icone 


- of Scotland, The Accountants’ Magazine, celebrated its 


sixtieth anniversary with the January issue. From the 
time of its foundation in 1897 under the editorship of 


_Mr Richard Brown, until comparatively recently, The 


Accountants Magazine was an independent publication 


which served most effectively to knit together the 


members of the three former Scottish societies. With 
the amalgamation of those societies in 1951, it attained 


Oe well-deserved distinction of becoming the official 
journal of the Scottish Institute. 


„In 1923, the then editor, Mr Dalgliesh, was joined 
by Prof. (then Mr) A. G. Murray. ‘The period of joint 
editorship came to an end in 1930 when Prof. Murray 
became the sole editor, a post that he held with dis- 
tinction until July 1952. "Do him and to the present ' 
editor, Mr E. H. V. McDougall, must necessarily go 
much of the praise for the high standing of the journal, ` 

We congratulate The Accountants? Magazine on the 
occasion of its diamond jubilee and wish it BEES 
success in the years to come. . 


IN PARLIAMENT 

Á STERLING: VALUE | 
Mr DE Fretras asked the Chancellor of the Exchequer 
what was the internal purchasing value of the £ sterling, 
based on the Interim Index of Retail Prices in Novem- 
ber 1951, 1952, 1953, 1954, 1955 and 1956, taking the 
value in October 1951 as 20s. 

_Mr P. T'HonNEYCROFT: The figures are as follows: 


November 1951 .. : 19£ 11d 
j 1952 .. 18 9 
» 1953 .. 3 4, 
Ir 1954 . 17 10 
5 1955 .. 16 9 
» 1956 . 16 3 


The figure for November € is based on the new 
index of retail prices which replaced the old interim 
index in February 1956. 


Hansard, Jan. 22nd, 1957. Written Answers. Col. 19 


COMPANIES: New Issuz : 

Mr REMNANT asked the Secretary to the Treasury the 

Toto of new issues of debenture stock to preference 

shares or stock, excluding participating preference for 
the years 1952 to 1955 and 1936 to 1939. 

Mr PowzLL:.No figures are available in official 


‘records, but figures published in the Midland Bank 


Review in February 19 56, show that the ratio of new 
issues by companies (oth railway, gas and water 
undertakings) of loan atack to preference capital (in- 
cluding participating preference capital) in 1952 to 1955 
was 473 to 1, and in 1933 to 1938 was 177 to 1. No 
are available which exclude participating ee 
capital, or for the years.1936 to 1939. ~- 

‘Hansard, Jan. 24th, 1957. Written Answers. Col. jc. 


THE ACCOUNTANTS’ CHRISTIAN | 
FELLOWSHIP 

The monthly meeting for Bible reading and prayer 
will be held at 6 p.m. on Monday next, February 4th, 
in the vestry at St Mary Woolnoth Church, Lombard 
Street, EC3. The Scripture for and thought 
will be the parable of the discovery the treasure 
St Matthew xiii. 44).. 

* 


134 


ACCOUNTANT 





. February 2nd, 1957 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Results of Examinations held in November 1956 


FINAL EXAMINATION 


Held on November 27th, 28th, 29th and 30th, 1956 


Certificates of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize, the Walter Knox Scholarship, the O.C. Railton Prize for the 
Prizes for the Advanced Accounting (Part I), the General Financial Knowledge and Cost Accounting 


and (Part I. 


papers 
Burling, Dennis Charles (H. O. H. Coulson), London. 


Second Certificate of Merit, the W. B. Peat Medal and Prize, the Frederick Whinney 
' Prizes for the Auditing and the Advanced Accounting (Part IT) papers 
Holmes, George Denis (T. Dobell), Manchester. 


Certificate of Merit 


Third 
Read, Michael Robert (W. H. Arden), Manchester. 
Full List of Names of Successful Candidates 


(in alphabetical order) 


e 1956 and the Plender 
the 


English Law (Part I) 


Prise, the William Quilter Prine and the Plender 


Abrams, D. E. (C. J. E d EE Brooks, R. A. (T. E. K. Clarke), London. 
Adams, B. W. (E. Mitchell), H Brown, N. P. V. (S. A. Common), Newport, Mon. 
Ainscow, ] J. D. S. e E. eg Leamington Spa. Brown, W. M. (1. E. Entwistle), Liverpool 
Albury, AI. K. Darke), London. Buller, R. St. J. (E. R Siddle), Taunton. 
Alderson, . R. (H. J. Sargeant), West Hartlepool. *Burling, D, C. O. H. Coulson), London. 
Allen, R. H. (C. E ët id Burton, R. C. H. (H. CG Hobbins), London. 
en, R. T. (G. G. You Butcher, 8. P. (T. A. Jones), 

Appleton, G. F. (H- C. Mounsey), Liverpool. Butson, R. K. (A. Fletcher), Salisbury. 

trong, D. E. er L. Sutton), Durham. : Byrne, D. J. (L. H. Norman), London. 
Arnold, C. B. (T. G. Austin), Leicester. 
Arnold, K. N. (A. J. nd HE UDIN l Callard, P. G S. Wildin), Liverpool. 
Ashcroft, K. (T S Campbell, N q € 2: Boughton), London. 
Ashton, W. W. (E. F. tere London. Cardno, P. C ELO H uddersfield. ` 
Fain ic Sg Dale), London. Carmichael, MD J. Ch L. SEN Leicester. 
Atkinson, B..S. (M. Myers), Leeda. Casa, A. (F. EAE. London. 


Charlton, R. J. (A. T. Eaves), Manchester. 

erstone, erstone), n, opshire. atburn, J. N. rman), Grimsby, 
Bald J. P. (W. A, Bald ), Wellington, Shropshire ‘Chatb J. N. (A. J. Ki ), G b 
Banatvala, S. C. (D. F. Webster), London. Cherry, v. L. R. Trounce), Manchester. 
Barker, G. H. (J. E. Osborne), Childs, M. E F. Whiti arch. 
Barnard, J. S A. E. D. Tribe), Bristol Chopra, B. B. (F. Yarwood), Horl 
Barnes, W. S. D. E R. Cole}, London Christmas, C. R. G. (B. M. Tul}, London. 
Barrett, R. P. (A. Pennington) Churms, K. J. KE: D. Wilkie), Wolverhampton 

ington, D. (T. F. Hood), Cinnamon, A. (H. Sainer), London. 
Bartlett, G. P. (G. S. Elliott), Clare, R. L. (J. R. Mead), Coven 
Bartlett, G. P R. F. Williamson), London. Clay, M. J. (L. G. d), London. 
Baxter, J. A . G. Abbott), Gier . B. F. (E. W. Watts), London. 
Baynes, K. W. (T. Jeffery), Clegg, .T. D. Ra C. Geen ian 
Beasley, T. G. (S. J. Drakeley), Nuneaton iff, G. H. (M. Ce : i 
Beaton, B. M H . Evemy), London. Clifton, C. R. a R, P ), Brighton. 
Becker, D. S. F. (P. S. Lane), London. Clifton, M (S etlias), London. 
Bede, J. J. (EL H. Brodie), London. Cobb, J. 8. (S. J. Cobb), Kingston upon Thames. 
Bouda) G.T OL 1. Bacon eee. Conlog. G. E (J. 3. Fath), Manchest 

, G. , ong, G. F. (T. rith), Manchester. 

Bentley, À. i M. Moss), Brad i gu Cook, S. d L. edo W. Deacon), Coventry. 
SE i Cook » e Cook M A (D. B. bete Se ld. 

, D. J. H. e), ook, M. ebster), e 
Bingham, B. C. (H. W. Dino ta London. : Cooper, J. A. (G. E. Mobbs), Northampton. 
Birkin, J. R. (F. H. Turner), In, Copping, R. G. KE: M. Smith), London. 
Bladon, K. V F. Holroyd), Liverpool Co TER. Ka Baars), London. 
Blakey, F. R. Wood), Burnl Cornwall, D. C. (P. R. Hack ett), ae 
Blanchard, J. C. (L. R. Armita Cottam, P. (N. D. Ednie), 

Bland, M. N. (B. Wood), Brad Cotter, 'T. . (P. R. Frere), Lo er 

SE C TT. m: Okey done Gripin G, “OLY, p m), COR Bay. 
oardall, . R. C. Kerr), ri ryan), London. 

Boddington, S OA E. Armitage), Manchester Crofts. Bolia ter, R. G. R. (B. D. Beeston), London, 

Boughton, J. B . H. Bevan) Ge P.R. C. Calvert), Leeds. 

Bown, P. A. (G. A. Williams), Newport, Mon. unningham, A. et. London. 

Bradshaw, K. M. (F. Nash), Kettering. E H. W. (f. F. Cleeve), Liverpool. 
ramwe (E. G. Westmore), Colne 

Brett, D. W la E. Lark), Norwich. Dane, M. s S. (H. N. Pb London.. 

Brighouse, N. D. (R. G. R. Sisson), Great Yarmouth.. : SC B. S. LT ndon. 

Brimmer, E (J W. Stephens), London. pari A Sp ps London. _ 

Broadhurst, J. R. OT Hey), Manchester. N. "o Spi Ce London. 

Brooking, A. C. (J. J. Clayton), Bournemouth. Dempster, LX Thurgood), London. 


* See also Certificates of Merit above. . 
? 


NS E EE E 


February 2nd, 1957 ACCOUNTANT 135 
Denne, P. À. (S. W. Smiles), London. iig ud CT ee . Johnson), L o 
de Seram, R. S. (A. F. Norman), London. Hartl orn), Feat 
De Saxe, D. A. (C. E. Thurlow), London. Hay, H a Ce Smith), Scarborough. 
Devine, P. P. (T. W. Dargue), London. Heatley, R. H. Goodier), London, 
Diamond, P. (F. C. D. Swann), Cambridge. Helsby, P. D. (F. S. eege Blackpool, 
Dixon, G. S. (T. B. Read), North Shields, Here E. (i K. g. Ise Lo ndon. - 
Dixon, H. F. F. R. Dixon), Leicester. Heys, . Burrows), Blackburn. 
Dixon, J. N. (A. V. Flather), Bradford. Ei . (J. B. innen London. 
Dobbin, G. B. C. Haines), London. er, R J. C. (E. K. Wright), EE 
Dobson, xc . Kneeshaw), Burnley. . Hines, A. H (C. E. Free), Harr 
Downs, J. (T. FR. Cubitt) ndon. Hodges, D. r Ki B. L. Ee Tondon: 
m ; S. Hyland), London. Hogbe B. J. (B. W. James), Lewes. 
Dudley, G. i F. Middleton), London. Holland, D. H. R. (Sir A. R. Smith), London. 
es, D. L. Ze D. dumm. Hull. Hollway, K. H. W. (G. Sunley), London. 
Dunham, M. F. (T. J. Dunham), Manchester. *Holmes, G. D. (J. Dobell), Manchester. 
Dunn, B. S. a R. T. Bucknill), London. Holt, M. C. A. (D. E. meon London. 
Dyke, J. G. (D. A. Jackman), London. Homer, A. J. "d H. Green), H alesowen. 
„Howarth, R, À. n Keen 
Earl, D. (S. C. Parlett), Margate. Humphreys, D. E. , Leicester. 
Edwards, A. Mallabar), London. .Hunton, B. R. K. OM. ee , Liverpool. 
~ Edwards, K. H. (formerly with B. M. Hanmer, deceased), Husband, D. I. J . 5. Hood- illiams), Swansea, 
Li l. 
Eldridge, D. N. (L. B. Prince), London. Innes, D. G. (R. Heatherington), Newcastle upon Tyne. 
Eldridge, D. W. (E. J. Driscoll), London. Isaaca, M. (COH. Croft), SE E 
El. S e b UE GR 
i . R. hirley), Manchester. Jack, R. J. Culshaw), London. 
Ellis, R. A. (J. Win Harker), Durham. oe Se (R. W. West), London. 
Emery, M. P. C. Bla en), Stoke-on-Trent. ackson, G. F D A. Cotterill), Birmingham. 
Enticott, R. (M. W. Trott), Axminster ackson, P. H. (D. F. Goode), London. 
Entwistle, P. J. (E. S. Prince), London. ames, W. B. (H. D. Radford), Birmingham 
: arrett, G. E. (D. A. ee London. 
Farnill, H. (E. ke Leeds. arvis, J. E. O. Frank), Lew 
Farr, K. A. (H. D. Collins), Southport. eder. M. SE (EL, J. y Oxford. 
Fe n, N. J. (D. E. Webb), London. jones B. E. (A. W. S. Cer London, 
Fialko, L. (M. W. Burns), London. ones, D. C. (C. A. Evers), Stourbridge. 
Field, J. W. (B. Morgan), London. Jones, G. (P. H. Martin), London. 
irth, A. G. (A. Pickstone), Manchester. Jones, R.G. B. (A. Parker), London. 
Fishburn, P. y H. Thomas), London. ones, W. R. (C. M. Skinner), Manchester. 
Fletcher, J. H. (D. C. Thomson), London. Jordan, M. A. (B. H. A. Rowe), Derby. 
Fora M Gr is SE E h), London. 
oster, J. : ey try. Kafton, ffman), 
— Foster, J. B. (C. P. Mabbs), London. Kaye, I. EX S A B D. 
Foster, . R. Langley), Nelson. Kelland, J. F. (A. E. Smith), Winchester. 
Foster, T. J. (D. T. H. cmn London. Kendall, D. (S. R. Herrick), Leicester. 
Fowler, A. (R. W. Metcalf), London. Kippax, R A. (W. Parker), Burnley. 
French, J. W. L. (R. Era London. Kirk, E. R. (T. W. Mackrill), Hull. 
Frodsham, (Miss) M. M. (J. M. Harvey), Liverpool. Knight, P. (T. A. MacFarlane), Liverpool. 
Gaggs, B. G. (L. H. Ennis), London. Lambrick, L. J . O. e . S. Jackson), Bristol. 
Gammage, A. M. (D. H. Collier), London. Landau, M. C. (H. Lawson), London. 
Garden, J . A. (D. H. Cantrell), ondon. Langley, R. C. (H. J. in ), Cheltenham. 
Gaston H. (formerly with P. Morgan-Jones, deceased), Langmaid, P. À. mag i be outh. 
SE Laycock, R. T. sor Oé Robson), 
Geller, S. (M. Fenton), London. Leach, C] (W. Mathewson), Newcastle unon Dye: 
Geoghegan, (Miss) K. M. (J. M. Harvey); Liverpool. Ledger, H. (J. F. Flint), Mansfield. 
Gold, R. R. (N. W. Newman), London. Legg, D. C. (J. B. Watling), Bristol. 
Goldberg, S. (A. Fisher), London. Lellman, V. K. (C. E. M. erson), London. 
Golding, . D. (E. J. Nelson), London. Lerner, S. J. (T. Hockman), London. 
Goldstraw, C. (E. C. Sage), Rhy J. M. (R. F. Mason), London. 
iffe, . (E. S. Thorn), London. Lewin, M. G. (Wallace Cash), London. 
; . (R. H. Ford), Maidstone. Lewis, J. W. (H. F. Baker), London. 
Gordon, B. J. (S. F. Cuffe), London. Limond, C. A. (T. EF. W Ser GE 
Gordon, R. (S. R. Pote), London. Lines, P. J. (W. G. Ka 
Grace, A. P. S. (A. P. Roberts), Birmingham. Longbottom, K. S. ( S SC Huddersfield. 
Gravett, M. L. = G. J. Ee Brighton. Loumeau, M. L. S GS R. V. Cooper), London. 
h, A. . H. Bradley), Liverpool. po ee . (A. S. H. Dicker), Great Yarmouth. 
Gregory, R. A. C. E. F. Baker), London. BC. eaver), Coventry. 
Greig, 1. H. (W. B. Hall), Hull. ue Ze K. C. W. Howard), Norwich. 
Grey, R. S. (P. F. Cans ale) London. pues A. ia K- Stansfield), London. 
Griffiths, P. (P. G. Barber), London. Lye, (W. N. Crebbin), London. 
Ge oa . CW. S. W. Pone m 
M. P. G. (R. M. Ealan cus McBroom, A. I. (B. aec Sheffield. 
Gun. P. J. (G. S. Murdoch), B ckpool. McCombie, D. R. H K.S Ge Se EH 
: McDermott, D. J. (B. J. Ducker), Lo ndon. 
Hali, D. R L. 2 Cotterill), Derby. A ian c A. M. Frame), Hull. 
Hallgate-Hills, M 5.5 errey) KE E Mackay, S. C. (R. Minns), Birmingham. 
Hammond (Miss) J. M . (EL. W. Bird , London. Mackintosh, M M. (H. Robinson), Norwich. 
Hanafiah, h C. Brotherton), chester. MacLachlan, J. (R. G. Leach), London. 
Hanby, L. i. S. Darwell) Bla tm dele D. (J. Debell), Manchester. 
Hanks, A. J. P. (J. L. Wannan), Sen Manne, C. P. (P. L. Eynon), London. 
Hanson, D. F = Webb), Tanchester. Mallett, G. R. (D. F. Goode), London. 
Hardcastle, A . R. K. (D. C. Hoch London. Malley, W. L. (W. G. Lewis), Liverpool. 
SE J. M. A. (G. E. E. Rudd), London. Mann, S. A. (L. wo London. 
Harris, E. C. de Y. Whittingdale), London. Mansel K. R. (A, T. Ratcliff), Birmingham. 
Harrison, D. R. (H. W. Southworth), Preston. ks, 5. (L. Grahame), London. 
` '  * See also Certificates of Merit above. S 
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Marten-Smith, H. J. (C. H. Appleby), London. 
Martin, E. A. S Pru c ab 


Martin: T- (H. D. Sheldzake), Chelmsford.” 

Maskell, C. L. dé R. Clemens), London. 

Meade, E. C. (A. W. Sarson), Eod (Plender Prize for the 
Taxation fener) 

Mellor, D. E. W. Mitchell), Hastings. 

Mico, E. (T. H Blane), Blackpool. 

Miller, R. A. (F. C. D. Swann), Cambridge. 

Mitchell, J (A. H. Hamer), Hebden Bridge. 


We? 
Mitchell, J LG. B. M. Knight), aa 


(C. 
Moss, D. G W. (H. R. ES Riley), Derby. 
Mossop, J. F. (N. T. O'Reilly), Carlisle. 
Mottershead, G. (D. D. Kidson), Manchester. 


G. 
Mukherji, P. K. (M. Striker), London. 
Murray, B. G G. (S. J. Pears), London. 


Nassim, K. B. (H. L. Lo dein up) 
Neale, D. A. (D. F. Dodd 
Nendick, N. A. C. (C. W. Was)" Ger 
Nestor, |. M. F A. N. MacDonald), Liverpool. 
Newton, B. H. A. Brown), Newcastle upon Tyne. 
Nielsen, C. P. (F. W. Charles), London. : 
Nolan, W. B. (W. A. Holmes), Leeds. 
Norey, R. G. (F. H. Taylor), London. 

. Nomnan, G. J. Ni J. Dymott), ‘London, 
Nowell, H. A. L. Denning), Bristol. 


Osler, N. B. (H. L. Pedley), London. 

OE j^ I OR Spooner), Gainsborough. 
E. J. (B. G avison), Leamington Spa. 

Geer D. dr (J. C. Smethers), London. 


Pakeman, G. H. (S. Grace), Bristol. 

Palmer, K. G. S. (C. D. Witton), London. 

Palmier, A. P. (R. W. L. Clench), London. 

Parker, C. L. (W. Lodge), Liverpool. 

Parsons, A. W. (D. Neal), Birmingham. 

Patterson, K. (P. Cooper), Newcastle u i Tyne. _ 
L. G. J: Butterworth. Londo 


Payne, L. 
Peak, M. F. R. 


ER 
sus 
el 
ds 
p 
Q 
B 
B 
Pg 


Peters, M. A. (T. F. Hood), Bristol. 
Phelps, P. W. (J. P. Cordery), Malvern. 
Phillips, D. E. (H. Newman), London. 
Pinto, G. R. (J. Perfect), London. 
Plant, P. D. (H. H. De C. Moore), London. 
Platten, R. G. (B. Walker), Great Yarmouth. 
Porter, H. K. CH. R. Elliott), Worthing. 
Preece, J. J. ( Si Smith), London. 

. J. (D. . Bearman), London. 
Pritchard, C. B. . Birkett), Bristol. 
Pritchard, J. A. (D. F. Hopkinson), West Bromwich. 


Rajaretnam, J. M. (P. R. Rutherford), London. 
Ramsey, S. (W. K. Wells), London. . 
Randall, H. . (S. F. Homewood), London. 
Randall, R. W. (H. T. sia London. 
Rankin, A. S. (B. C. Neal), London. 

*Read, M. R. (W. H. Arden), Manchester. 
Reeve, A. s C. Äerd Liverpool. 

Benson), Newcastle upon Tyne. 


fateor) B Burnley 
Rhodes, D. C. B. T. Castle), , London. 


Rosenthal, S. (G. C. Benty), London. 
d Ebbw Vale. 
. A. Snell), Bristol. 
. Q. (A Middleton), Newcastle upon Tyne. 
S. (L. J. Pratley), London. 
. C. (A. M: Baker), quoc UMSO 
Ruddy, MP. W. Clark), Reading. 


—————————————————————Á RR 


SB 


. Harris), London. 
SR GC London.. 
, London. 


e 


; riedenthal), London. 
Shaw, H. M. «S; R. M m Chester. . 
E C. Sheen), London. 


sop), Birm 
Sholl, M. S, (H. ae Not 
Silverman, I. d ief), London. 


se 


u 
E 
J 
oO 
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e 
ar 
PO: 
E tg 
CS Og 
i 
Spe 
CH 
D: 
Eh 
o 
B 


SP 
S 
i 
iE 
ae 
B. 
P 


, E. 
Solomon, M. 


Spencer, r R. (B. Thomas), Sheffie 

Spira ,P. J. R. (W. E. Carnelly), London. 
Spruzen, D. J. E. R. Tallon), London. 

Squire, P. L. (G. F. Saunders), Liverpool. 
Squires, R. A. ae M. Sherwood), Birmingham. 
Starte, M. A. (R. E. W. Curtis), Cambridge. 
Stevens, D. E. 


(J. H. Maunder), Dorchester. 
P. (L. Bull), Rochester. 


Straus, A .N. Gollop), London. 
Suffell, D. p ee Middlesbrough. 
Sumner, D D. (J. F. Taylor), London. 


Swan, P. T. (N. F. Norris , London. 
Sweetman, R. A. (G. 'T. Hills), London. 
Sykes, J. M. (R. Miller), Manchester. 


Taylor, C. C. K. (R. C. Blunt), London. 
'Taylor, R. V. (G. H. F. Storey), London. 
Cottrell) 


Teague, R. R. (F. N. $ urne. 
Terry, 0. L . M. Metcalf), C 
Thi jah K. Ce Ridley), London 


"Thompson, E. - (B. W. Jones), Manchester. 

Thompson, K. (H. W. An drews), Manchester. 

Thomson, R. A D. Ti CS Proom), Newcastle upon Tyne. 
Timmis, N.H. G. R T rewe. 

Toogood, J. H. LE S. Kat Bi ham. 


Tropp, A. (M. Lytton), Lon red 
Tune, N. H. (A. P. Hughes) 
Turner, M. B. (G. W. Wood), Manchester. 


Wain, D. W. (C. er x: , Leicester. 
Walker, R. H. (A. er), Liverpool. 
Wallace, W. D. (T. air Nottingham. 
Waller, R. R. (F. R. Waller), London. 
Ward, T, C. Malkin), Stoke-on-Trent. 
Watson, : . G. (C. Ramsden), Bradford. 
Watt, LO (R. Van Baars), London. 
Webb, R. (C. B. Pearce), London. 
Webber, F. E. (R. C. DOE Rv Worthing. 
Webber, T. F. L. (L. C. E. Webber), London. 
Wenzerul, M. (R. A. on con 
Weat, D. (J. Goulding), Chorl 

West, P. J. (M. A. Brown), Ba 


ndor. 


E 
m" 
SE 
=: 
Q 
^g 
< 
gä 


Rudge, P (T. Barnard), FERA Week a R. C. F London. 
Rule, J. E. (V. T. Edmonds), London. Williams, D. T. (T. I. W Villa London. 
. d * See also Certificates of Merit aboye. 
f 


February 2nd, 1957 


THE 
February 2nd, 1957 ACCOUNTANT 137 


Williams, J. H. e Rawlins), London. Wilson, J. H. (O. B. T. Bennett), Oxford. 
Williams, L H. (E. J. Newman), Birmingham. Woodeson, D. R. A. (B. Franklin), London. 
Williams, P. (L. W. Moscrop), London. Wright, D. A. (A. I. Holmes), Basingstoke. 
Williamson, J. (W. W. Routledge), Carlisle. Wyatt, R. (A. E. Campbell), Manchester. 
Williamson, J. Sa B. Snow), Stoke-on-Trent. 

Willis, B. W. (R. E. Coates), London. Yates, J. S. (S. Johnson), Leicester. 
Wilson, D. (J. S. Hassal), Liverpool. Young, G . J. (F. C. Horne), Luton, 


438 Candidates passed. 590 Candidates failed. 


INTERMEDIATE EXAMINATION 
Held on November 20th, 21st and 22nd, 1956 


Certificates of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize, the Robert Fletcher Prise, the Frederick Whinney Prize and the Plender Prize for the Book- 
keeping and Accounts (Partnership) paper 

Se, Fort, Reginald Brockway (F. A. Walker), Birmingham. 

Second Ee of Merit and the Tom Walton Prize 
Dunn, Brian Russell (G. F. Saunders), Liverpool. 

Third Certificate of Merit and ihe Flight-Lieutenant Hewitt, DC Prize 
Geering, Christopher William Redman (A. G. B. Gunn), London. 
Fourth Certificate of Merit and the Plender Prize for the Taxation and Cost Accounting paper 

Tomlinson, Brian (L. R. Wilkinson), Manchester. 


Fifth Certificate of Merit 


Cornwell, Roger F (L. L. Moore), London. 
Sixth Certificate of Merit and the Plender Prize for the Book- ing and Accounts (Limited Companies) paper 
Fisk, Richard Keay (A. C. Judd), London. 


Seventh Certificate of Merit 
Peterson, Michael Narramore (W. H Thomas), Liverpool. 


Eighth Certificate of Merit 
Wilkins, Richard Michael (L. A. SEH London. 


Ninth Certificate o 
Hume, Christopher David a Dee, 


Ful List of Names of! Successful Candidates 
(in alphabetical order) Se 


Adamson, H. B. (A. H. Taylor), Halifax. Bastin, C. D. (R. N. D. Langdon), London. send 
ge 8. SE Bateson, R. T. (B. J. au es), London. 
an, P SN Newcastle upon Tyne. Beauprez, J. R. L. . Matheson), London. 
Allen, T. F. (H. W. Richarda , Birmingham. : Beebee, M. P Dees Walsall. 
Allen, W. E. (R. W. Warren), London. Beeley, A. F. (Sir B. H. Binder), London. 
Allman, M. W. (T. W. AIO SR th a Beeton, D. F, (C. M. Jackson), London. 
Allto SS gi W. Ae D. C. Taft), Nottingham. Bennett, B. E. SE Lewis), London. 

a Newman), London. Bennett, J. J. T E Eyles), London. 
Alton, B. AW: yc Todd), Leicester. Berman, D, J. (H. B arker), Grimsby. 
Ambrose, C. J. W. Burrell), Liverpool. Berry, J. A. (G. R. Pede Doncaster. 

Anderson, J. H. (E. A. Radford), Woking. Bicknell, R. (E. S. Townley), London. 
Appleby, E. Méi M. J. Bourne), ere Biggin, P. C. (G. T. Cheetham), Manchester 
Appleyard, B . (J. E. Sharman), Bo Bird, G. P. (J. 8. Meylez), Brighton. 
Archer, R. P. ŒH T. Ogden), oe n AUR: . Bishop, J. R. A. (L. 7 Osmond), London. 
Armitage, B. SE SE Bradford. ı Bla rn, B. G. (M. E. Kitton), London 
Arnfield, „N. 8 Ads _ Worrall), Glossop Blake, R. J. B. (A. C. Feasey), London. 
Ash, A , London. Blakeney, J. S. (K. G. Winward), Watford. 
d, D. Fa B. Biredder) Birmingham. Bland, I). A. (B. Franklin), London. 
Ashworth, J. S. ek: Sé urnley. Blizzard, G. (W. H. Hall), Hull. 
Ashworth, S. H. (D. A. P. Gould), Norwich. Blum, (Miss) M. E. (M. S. Lea), London. 
Atkins, E. G. (C. B. Fytche), London. ' Board, C. J. (F. E. Board), She eld. 
Atkinson, J. W. (H. R. Crouch), London. . Boatman, B. W. V. (A. K. Gibbs), Uxbridge. 
Ayland, P. H. (R. R. Giles), London: Bobath, P. L. (J. Harrison), London. 
Bolger, M. A. (H. E. Hann), London. 
Bagot, P. J. C. (E. W. Wells), Preston. Bolland, J. H. W. Richards), Birmingham. 
Bainbridge, R. J. (M. H. Parkin), Sheffield. . Bones, R. N. (Ò. S. Francis), Reading. 
Baker, A. D. (R. E. H Birmingham. ' Booth, D. A. DC. Stone), London. 
Baker, A. M. (W. J. Carter), V olverhampton. : Booth, R. W. (H. D. Hindley), Bolton. 
Baker, D. H. (H. J. Sanders), London. Boreham, J. S. (N. C. R. Nash), London. 
Baker, (Miss) R. A. (F. W. ‘indren), London. Bowden, P. J. (A. T. Payne LE Smethwick. 
Baldock, M Baldock), Grantham. Bowea Lyon, S. A. (L. London. 
Ball, D. E. (E. E. Laddiman), Wellington, Salop. Boxhall, R. C. (G. S. Beealy), PLN 
Ball, G. A. C. R. SESCH London. Bradley, E. G. (D. D. R. Smith), London. 
Ballard, P. C. (Sir W. H. Peat), London. B , D. C. A, Woo Sheffield. 
Barber, M. J. (D. H. Levett), London. Brierley, K. J. (N. W. Peeling), Manchester 
Barker, J. (J. Wilkie), Newcastle upon T'yne. Briers, if . M. (F. W. on London. 
Barnes, E. C. M. (H. | V. GE London. Brittain, R. A. (R. H. Green), Birmingham 
Barnes, J. D. (G. D. W n), Huddersfield. Broadley, G. J. (W. W. Howarth), Oxford. 
es, R. W. (H. C. Day), Chesterfield. Brock, C. L. (W. H. Green), Southampton. 
Barrett, E. (T. Yates), Ashton-under-Lyne. Brooke, k R. (H. W. W. Gumbley), Birmingham. 
Barrow, S. R. (A. G. B. Burney), London Brooks, R. S. (K. F. Steven), London. 
Barter, T. M. (E. G. J. W. Kent), Colchester « Brooksby, K. (E. F. Walker), Nottingham. 
Barton, B. H. (C. C. H. Burnage), London. : Broom, R. H. ‘a Cowcher), Gloucester. 
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Buck, J. F. qj ; L 

Bu aii : M (L ENS SH SS 
. (E. ge Lord), London. 


Se (s Hughes), Cardiff. 
: 5s S. Foden), ma 


Eege Lon as : 
| M. NEEN Stoke-on-Trent. 
. G. Pye), London. 

t, (Miss) J. A. F. (T. G. Harper), Guildford. 
G. R. Mio Grimsby. 

Cae. R. K . Milligan), Birmingham. 
Catchpole, J L. (formerly with R. Alexander, deceased), 

ee upon 


Cattell, EM R. B. Hemet) Sheffield. 
. CT. B. venenis Bom 


Chamber CIR . B. Millon) Spalding 
Catena S. K. (N. F Carter), New Barnet. 
Chaudhuri, A. K. (D. E. Church), London 
Chaventré, R. C. (G. H. Cann), London. 
Cheetham, J. H. (C. E. W. Lavender), Nottingham. 
Chenery, P; J. (G, E. Cartwright), London. 
Cheshire, B. L. E. (E. H. Brown), London. 
own, M. P R. Taylor), H 
Chown, R. K. (M. Cooper), London. 
LG (B. A. Schanschieff), Northampton. 
Claff, M. N. (N. H Davis), London. 
Clark, (Misa) A. V. (C. N. Starbuck), Birmingham. 
“—~€larke, E. A. L. Donald), London. 
Clarke, J. A. (R. L. Patchett), Scunthorpe. 
Close, D. (G. E. Jones), Liverpool. 
Clough, J. (F. H. Pledge), London. 
Clowes, H. (W. A. is), Northwich. 
Clunan, (Miss) P, M. PUE Percival), Birmingham. 
P, r}, London. 
vi 


. (N. Shaw), Dewabury. 


Connett, E E. A. (D. Armit Leeds. | 
Contractor, K. WE Birmingham. 


Cookson, À. (N. Is crwood Blackburn. 
Coomber, A. J. 
B. D.( 


Cottam, H. (J. A. Deed) London. 
Coupland, J. D. J. M. S. Coates), Newcastle upon Tyne. 
Coverdale, D. (G. R. Verity), Bradford. 


Crossley, A. MO. F. Long), Stockport. 

Crossléy, A. S. (C. R. de la Wyche), Manchester. 

Ead M. St. L, Pak H. Yarnell), Brighton. 

Cruicks hank, J. A. 2 RE ee London. 

Cutler éi “EN, poris US ror Prize f Book 
utler, op), London. e for ES ook- 
k Guni Braud D paper.) 


Cutler, SCH wor T. Williams), London. 


Dae e M. ee in), predam 
Davies, G M . Freeborough), London. 
Davis, A. (ege? Westcott), London. 
Davis, A. J. dg . Shaw), Norwich. 
Davis, H. I. (S. Kerahen , London. 

avison, W. G. (E. M. Robinson), Preston. 
Dawborn, D. N. (N. Baker), London. 
Dawkins, B. G. . V. Milla}, London. 
* 
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Dawson, P. E. (IL. R i Se Birmingham. 
Deatker, K. F. ae Whittley), London. 
Della-Porta, G. M F. Evans), London. 
De Morgan, R. A. (M. J. Bowman-Vaughan), London. 
Dent, R. (R. Taylor), Scunthorpe. 
Doak, D. M. SR R. Norman), London. 
R. . J. Dobbing), Birkenhead, 
Entwisle), Bolton. 


L. Fellows), 


*Dunn, B, R. (G. F. Saun m [p etidm 


Dupare, R ‘A. (L. B. Prince), London. 
Dye, M. D. (F. Williams), Liverp ool. 
Dyson, J. H. (H. Crowther), Huddersfield. 


Eatough, N. J. (G. H. W. Delderfeld), London. 
Eaves, G. (A. T. Eaves), Manchester. a 
Eddleston, (Miss) E. AP. E. M. Haslam), Bolton. 
Edwards, C. . Barrows), Birmingham. 
Ellis, J. A. dii HL nger), Bridgend. 
Elphick, inlayson), Liverpool. 
Everett, vs Cowi?) Portsmouth. 
Ewart, d at rice), London. 
Exton, B. E. m F. Nash), Kettering. 

/ 
ee : oe (D. T. Veale), Lee 
. Fearnley (A. F rd Se 
SC? een (P. SC Mortlock), Grays. 
Fernando, R. Bird), London. 
Finlay, B. F. G. . Wilks), London. 
rone C. W. $ "V. Austin), London. 


Firth, B. (À. H. Hamer), Hebden Bridge. 
Fisher, L. N. (W. Paton), Carlisle. 
K. (À. C. Judd), London. 
J. M. (M. Beckman), London. 


of 
MI RM 
SE 
SECH 
"PLE 
È 
3k] 
E 
RS 
B 


J. (A. l. yum 
*Fort, BS B. (F . A. Ua Birmingham | DE 


23 
i 


ddison), Derby. 
. Wil ley), Newcastle upon Tyne. 

Foxwell, G. (H. B. Phillips), Dui iiie UR 
Ww reeborough), ndon 


R. GE J. S. 
Mes Mgthieson), London. 
A. (P. F. S groer Cardiff. 


. Bentle 
Fuller, NM. : 
Fuller, T. (I. M ER , London. 
Furness, N. A. (T. C . Middleton), Newcastle upon Tyne. 


Gamberoni, D. C. P. (R. Harrop), onem 
Gardham, P. R. (A. S. F. Oliver), H 

Garrett, b. R. ou F. Allday), fo ion. 

Ai UU Nottingham. 


Pickles), anchest 
- R. Cha man), South Shields. 


dman, T. 
Gilchrist, A. (G. E. Jones), Liverpool. 
Gillespie, B. J. (R. P. Winter), Newcastle upon Tyne. 
Gillitt, A, R. Me SC Coventry. 
Gilmore, G. F. (J. B iori Hom 
Glass, M. Ge . G. Higgs), Lo ndon 
Glatter, R. (E. M. Beecham), London. 
Goate, D. A. e E. Goate), Canterbury 
Goddard, M. A. E: H. Bénard), London: 
Gold, W. (R. D. Ta lor), London. 
Goldsmith be *. (N. Hayman), London. R 
Goodman, E (J. H. Seay London. i 
Gordon, D . M. (O. S. Francis), ren 
Gordon, H. K. (F. S. Young), London 
Gothard, G. E. (J. E. Williams), Huddersfield. 
Gould, R. V. (K. C. Foster e ecu 
Gradidge, J. D. G. (C. A. het), London. 
Grainge, P. (R. H. EE vies), Oxford. 
Granger, P. (H. T. e thorne), Nottingham. 


Greenacre, A. J. (A. G. B. Drabble), Londan 


' See also Certificates of Merit above. ` 
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Greener, M (A. J. Gray, Jun.), Sunderland. Jones, J. B. WE ECH GC 
Greenhalgh, A. (B. Crossley), Manchester. ones, T. (C. R. 

, Greenshields, P. C. (E. N. C. Hewens), London. ordan, D. A. (F. i Redfern), Der Derby. 
Gregory, D. (D. J. etcher), Bradfo oseph, L. B. London - 
Gresham, R. (E. J.P r), Salisbury. Get R. E. B. CN e ompson), Exeter. 
Griffiths, C. M. 5. (C. M. Calverley), London. : 

Hackett, J. C. (G. A. Clifford), Birmingham. Geck e. E. nile rper 
ett, ] 0 y eerer 

Haddon, K. W. (J. E. Park), ndon. Keele, S. C. K. (J. K. Black), London. 
Haines, (Miss) J. (H. Riley), Kings OR M d. L. Hou hton), Birmingham. 
Hall, A. W. (T. C. Pepper), Birmingham. rs M. (E. J. Gamble), London. 

, K. J. (E. T. Peirson) Coveney, Ké G. . Pegley), London. 

pern, T. L. (R. B. M. Knight), Brighton. 
Hambidge, D. C. di . Bond), B. ee A.A, (P. E. Dye London. 
Hamlet, A. E. (E. yett), London. eman, C. B. P. Lawrence), Bristol. 
Han M. B. F. Page), King's Lynn. amus M. J. R. (C. G. Johnston), London. 
Hannah, D. M. RED ee Lance, N 0 OR G. Finn-Kelcey), Ashford, Kent. 
Hardman, J. P. (B. Entwisle), Bolton. Lander, R. F. e Goodwin), y. 
Hio D. t ag & EEN London dsbert, T. C. (R. H. More), London. 

~Harel, M. F. a . E. Rudd), London. Langford, R. W. (I. W. Clemence), Beck 
d Manis P. F. (E. D. J ), London. Latham, C. G. A. (K. H . Fisher), London. 
Harkey, T. R. G. G. Pegler), Lon Laud, (Miss) T. R. (T. W. E. Crooke), Birmingham. 
Harman, J. G. (H. A. Decker), London. Laver, A. E. (T. L. Turner}, on. 

er, J. S. (S alli F. C. Marwood), London. Lawson, J. D. (J. M. Richards), Bradford. 
Harris, J. M. (C. Wallis), London. Lee, A. D. (E. D. J » London. 
Harrison, T A. (E. L. Ashton), motel pain Lee, E. P. & (T. RT 2) Bis ionem. 
Harrison, J. J. (D. H. DB EB T Walker), 
Hart, M. E. a S Jud ddj, London. Legg, A. J. (E. Fisher), West B 
Harvey, T. i F. E. in), London, S Legge, I. A. T. es G. Lyon), Eeer 
Hawkins, B. E [x y "nen Sutton, Levene, M. (C. Murray), London. 
Hawkins, K. R. Foot), London. Levi, P. A. i B: C. Smith), London. 
Hayward, R. " F. H. Jones), L n. Lewis, A. R. (M. D. ), don. 
Hazledine, B. (C. A. SE Maccl Lewis, P. S. (D. J. Little), Cardiff. 
Hazlewood, A. (A. Fo » Derby. Lindop, A. C. (F. W. Carder), Stoke ml 
Hearn, M. S. (C. D. Jacobs), Birmingham. Lister, E. S. H. (G. M. Ho ), Bradford. 
Hearnden, R. M. (K. C. Pollock), Rochester. Littley, E. F. W. Trott), 
ree . E. R. T: de ), London. Lo, R. D. (A. G. A. Rai London. 
Hewitt, T. (R. au a Ga hester. J. (C. A. Hunter), St Helena. 
tion, EE G. WS E EE Long, R. F. . Walker), Great Yarmouth. 
Hodgson, Ga London. Wei ul D. T5 E ay oem 


ham. 
. F. Guillem), London. 


Hoggett, A. (J. Y Mwy Sunderland. 7 

EC AE 

Holden-Tincker, ®) J. (S. Price), Gloucester, Lucas, R. F. (D. A. White), Bristol. 

Holland rte: d Loki) E Ren. Lund, B. KE H. Thompson), London- 

Holloway, A B. Y. lor), Man SES Lynch, J. M. R. (R. J. Corbridge), London. 
yet n eee AGON M McAdam, A. A. (C. Green), Manchester 

NOE MN Mason), Birmingham McCarthy, B. J. Ve M. Smith), London 

zu A E pde. McCullagh, J. C. (F. R. Leeds), London 
Hoskins, J. E. (S. Hobson), Nottingham. McCurrich, f: M. (C. J- M. Bennett), London 
Hoskyns, G. H. A. L. Barnett), Bristol. Mackenzie, J. D. (C. G. Hayes), London. 
Hough, F. J. (T. Leake), Wigan. MacLeod, I. T. (R. M. Peat), London. 
Howard, S. L. (E. P. R. Ainsworth), Manchester cMillan, G. H. (F. S. Mowforth), Hull. 
Howes, M. D. (F. R. Palmer), Chichester McNay, B. (E. F. Crossley), Manchester. 
Huddy, D. G. (R. K. Briscoe), London. ahoney, C. G. (J. P. Coatsworth), London. 
Hudson, G. L. (G. R. Appio» London. Majid, F. (M. D. ), London. 
Hudson-Davies, B. H R. (D. C. Hobson), London. SEH , B. K. (W. Windebank), Sutton. 

"VLL riae for the Auditing paper.) Marley, T. J. (J. M. J. Davison), Newcastle upon Tyne. 
Hughes, A. D. B. (D. B. Dawes), Manchester Marsden, B. A. (F, H. Taylor), Halifax. 

„Hu, D. J. (L. V. FASE Marston, B. (L. W. Parsonage), Sheffield. 
Hume, C. D. (N. ee : Martle, D. H. J. ~ A. Hyams), London. 
Humphrey, B. C. (T. S. SCH Cardigan. Mason, J. D. Met", (C. C. Bigg), London. 
Hunter, D H. (T. W. Henshaw), Derby. Massoud, L. M. (W. L. Brown) Birmi 
Hurst, J. S. (V. L. xpi ndon. Mather, C. S. (R. L. Stockill), Bridlington. 
Hutchinson, d As we ohnstone), London. Matthews, J. B. (A. Martyn), Grimsby. 

Hyde, P. J. J. M. ), Bradford. Maycock, F. Cw. R. F. Symonds), London. 
Mayfield, A. M. W. (G. B. Robins), Hull. 

Inskip, J. G. (D. Smith), London. Mayhew-Sanders, J. R. (J. Mayhew-Sanders), London. 

loannides, I. A. (E. H.. Brandt), London. Mediam, A. J N. D. Evans), am. 

Irwin, K. W. S. (G. H. vier Enfield. Mercer, M. ] F. BelD, London. 

Isaac, J. V. S. (G. L. Ecclesh d London. Mercer, P. J. (F. J. Trevers), London. 
Merchant, E. A. (J. Bowman), London. 

ack, D. B. (C. W. B , Stafford. Michaels, A. P. . Graham), London. 

Jackson, D. "dn Cross), caster. Middleton, A. (F: W. Carder, Jun) Ske oan 

ackson, J. G. L. Corson), Blackpool. lard, B. A. (L. H. Ennis) 

amieson, J. W. J. H. Waugh), Newcastle upon Tyne. Miller, R. J. (N. B. Wallis), ‘Netnghm 

Jarvis, G. B . F. Mathews»), London. er, W. Wo 'T. Peirson), Co 

TES B. 7 land), London. igan, D. ae C. C, Holloway), 1 cada: 

A. T. Worthing. Mills, F. H. (D. A. anchester. 


. B. Singer), Bridgend. 


ed 


Thomas), Swansea. 
, London. 
i, Penzance, 


* See also Certificates of Merit above. 


Ké E. Willis) 
P. (H. H. Brodie), London. 
Moore, A. (S. Hawdon), North Shields. 
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Moorse, T. W. (M. J. Prince), Bourn , : 
Morgan, C. E. ii (S. A. a at Mon. A A. G. L. (R, F. May), London. 
Morgan, J. H. (A. M. Williams), Swansea, n Ite Wall per 
Morgan, M. J. (R. Walton,) Leeds. Riddoch, B. H. (C. Wallis), London. 
NEE D. T. (R. 8. Gordon), Manchester. Riley, R. E. (S. Sutcliffe), Halifax. 
Mundy, N. R. (G. À. Molineux), London. Risdon, R. E. R. (B. J, Ketchlee), London. 
Mum D. B. Dawes), Manchester. Pepe Ge dE SC : 
; . H. Massiah), 3 
KA d ch Maurice), London. Robinso n, K. A. W.B Sec tek 
Nalkin, D. S. (G. G. Rhodes), London. Robinson, M. A. H. R. Tebb), Leeds. 
SE J. W. y G. Joicey-Cecil), London. Robinson, R. E. E Hayward), London. 
ewby, B E. Clark), Whitehaven, Rogan, P. (L. J. tley), London. 
Niche Op Nicholls) London. Rope, F. FE P. DH Ransome), London. 
Nichol, B. R. R. E. hick) i London oscoe, J ; (L. . Harrison), Oldham. 
Nichols, B. E (A. R. a Liverpool, ` Rose, J. D. L. (R. Goodwin), Derby. 
Nicholson, N. F. (B. Wright), London. Ross, C. M. (C. E. T'urton), Nottingham. 
Nicholson, P. C. (G.E E. Greenfield), Hull. Royce, H. (D. AE , Manchester. 
P. B. CO. F. Hudson), London. i Ruff, B. C. H. A. C. Wil), London. 
Nicelle’ P E. (J. Wilson), Manchester. Russell, B. (A: T. , Hebblethwaito) London. 
Niven, E. (A. H. Emanuel), London. Russell, F. H. iue . Child), Worthing. 
Norman, (E. R. Bosley), Birmingham. Russell, M. J. G. G. Rhodes), London. 
Norris, R. G., (T. L. Mooyaart), London. Russell, P. J. - W. Ever ; London. E: 
Ryan, T. D. ie H. Hene, London. 
Oldham, B. A. (D. Smith), Leeds. Ryley, C. B. (A. R. Adams), Birmingham. 
Osborne, R. J. T. (R. H H. Coombes), Chipping Norton. 
Owen, L. L. (J. A. B. Jones), Swansea, Sage, oe G, a P. Miskin), London 
Paine, G. A (W. E. C. Offer), Oxford. . Sec 4 A. EL G ge Carlisle. 
Par G. (J. W. ped }, Portsmouth. Sampson, P. V. (H. Sou ), De. 
ps ; B. W. is Lon E (Plender Prize for the General le pe Tee (F. A. Harris), London. 
Pattinson, M. (M. c. i pap) Manchester. Sanders, S, F EM SC KE 
Pearce, H. M. (C. I. Steen), London. S GEN E NE Days 
Pearce, R. W. (B. Kidson ` Wolverhampton. Se » d da Mir pes E 
Peart, D. (A Ball), Manchester. Soares HE an Mon 
Peck, J. (R. A. Peif en S "er PN (H. D en Manchester 
Pecker, M. L. (A. Appleby), London. Seru ton d. E. Ge gle Ee 
Peirson, N. K. (K. S. Peirson), Coventry Scutt, D G (J. S. Meyl ee 
Pellant, R. A. (R. G. Smith), London. ` Seskinge, J. C. (G. T. GE 
Pelling, J. (F. C. S. London), London. Shades A T (W. Griffiths), Bolton. 
Penrose, J. B. (L. C. V. King), Amersham.. Shalet, S. A. end) Sou pae 
Penwarden, D. R. (T. P. Coatsworth), London. Shankardass, Y. dc G. Rp MEET 
Perry, G. (L. F. dene? Wolverhampton. . — Sharp, A. (B. As ie : 3, de Mesquita), London. "m 
Perry, L R. Gittings), Cheltenham. Sharp, E i K. (C. D. Bol Se 
erry, R. A. (W. A. White), London. Shaw, C. M R.F.C uA SES 
Perryman, B. E. S. Prince), London. Sheikh, F. R. (8: A. S SC ES 
*Peterson, M. N. (W. H. Thomas), Liverpool. Shelley, A. C. (H. W. M > d Ee 
Phillipson, L. S. (G. C. Hollowelt), London. Sherlock, J, F. (D. D. Blyth ids 
Pilcher, A. J. (D. M. Finlayson), Liverpool. Sherratt RP (KC. e), Coventry 
Pinnick JT (L. D. Simmons), London. Sherriff, I. (J. A. LET dio punc t 
ee b SC . J. Binder), London. Shew, E, J : (T. Callon), St Hi 
DEP W. LA tenet) deed Mid C E m S eeu e 
Plant, M. (R. i . F. (B. Summers 
Pais M. (R L; Heron), London | ..  Bislohures W. N (E. M. Robinson), Newcastle upon Tyne. 
Plotnek, M. A, (G. V. Perkins), Birmingham. Siliman, L. A. D. ( moe 
Poncia, E. A. (F. T. Edwards), Birmingham See EE 
Porter, C. E. (B. E. Brown), Cardiff Brith’ DA. (ES. Moose), Mancheetee, 
ortman, F. (F. L. Davies) GC ipie DR Ke S. Moore), Manchester. 
Potter, T. J. (D. E. Mathias), Tavistock. Bm, D- Be a. Me 5), Abergavenny. 
oulsom, J. R. (J. M. Howarth), Bolton. m a eee laa en 
Powis, P. L. (R. W. Smith), Maidstone Smich, J. A.M. Brice rer neos ` 
Prescott, C. R. (R. G. Tilley), London. Smith, W. J. A. (J. S. arri n), Leed 
Pressey, D. G. (L. C. Winterton), London. Smyth, G. E R. (N. V V. Gallien L lo 
Price, b G. (C. Wallington), London. Sohrawardy, S-U. A. Arc 
E EP n ore Na 615 73 — 
Proudfoot, B. (A. G. tirat), E Southwood B. W. (T; Callon), St Helens. 
Pyne, Sr A. M. (W. F s Exeter. D i TW ach); EM 
Quest, A. M. (T. G. Vice), L Stack K arren ndon. 
s A S D. Sheldrake), Chelmsf 
a ell, T. D. D. (R. D. Rn London. SE c E s Gage SE 
indranath, A. S. (I. B. Golds SEES n ohnson), udno. 
Race, E. (C. obi tro. Uxh imd London. Steeds, M. G. (T. K. Morgan), London. 
Rackstraw, A. J. (S. A. Cayzer), High Wycombe Steele, A. (S. C. W. Cox), Smethwick. 
Ralph, P D (R. G. Millard), Taunton. . Stevens, J. S F. Sidaway), Blackheath, Staffs, 
in, 1. T. (L. W. Bingham), London. Stevenson, R. F. (D. H. trell), London. ` 
Rathmell, J. A. (C. J. eie. London. ` alente B. S. (T. L. Perry), Birming ` 
Rawlinson, C. F. M. (M. M. Deacon), Rugby Stillitz, G. B. (f. S. Lake) London 
Rayner, A. M. (C. Ramsden), Bradford. CM Rn dE London. 
Reardon, P. J. (S. Roden), Birmingham. Stone, D. A O. M. Smith), London. 
Redmond, G. J. È. D Webby, M ZE L Rowland, Lo: 
ond, G. J. (P. D. Webb), M , owland), London. 
Rees, D. (J. Sutton) lr eer SE P. C SÉ EE loda 
ees, Armatr ? 
g. png), Newcatie upon Tyne: Style, A. C. de? Cham) Brighton. = 


* en cu 


* Sce also Certificates of Merit above. . 


-- wm ` mm en 


THE 
February 2nd, 1957 ACCOUNTANT 141 


- 


Sutton, B. (E. Winstanley), Nottingham. Wallace-Turner, R. J. A. C. (H. P. Patterson), London. 
bg D. .(F. J. H. Jonee); London. " Waller, J. D. E H. Stevens), London. 
wift, J. (C. B. Burrows), Liverpool. Walmsley, J. G. (A. Holmes), Manchester 
Se K. (G. M. Bickerton), Manchester. Ward, J. M. (E. G. Chadwick), Hull. 
Warne, R. M. (G. H. Cobley), London. 
Taffs, G. C. C bug London. Warren, r . V. (J. G. Birkett), Watford. 
T ddr d J Cotterill), Derby. Wasani, S. G. (M. J. Goldburgh), London. 
Tayar, C. G R. Kendall), Birmingham. Waters, G. N. (O. M. Lewin), London. 
Taylor, A. T R P. Smith), Chorley Watson, B. B. C. (N. H. Olivier), London. 
Taylor, D De D. Wilson), Watson, B. D. (J. F. Nash), Kettering. 
Taylor, E. P. R. Dallow), Birmingham. Weatherhogg, W. P. (C. A. Smith), London. 
Taylor, F D. ). Taylor) Liverpool. Weatherston, I. R. (D. H. E. Kahn), London. 
Taylor, P. D. (E. D. Taylor), Leeds. Welfare, M. C. (J. Ee Dorking. 
edder, J. A. (J. x. P. GER London, Weller, A. G. (D. C. Davies), London. 
Tennant, Nee M . (R. J. R. Gallaway), Manchester. ` "` Wiesen A. E. (C. W. Norton), London. 
Thacker, B. S. (C. V. Harvey), London. Wheeler, M. G. fs E. Bainbridge), Bradford. 
Thomas, B. (R. K. Dotchin), Newcastle upon Tyne. White, D. Y. (J. A. Potter), London, 
Thomas, W. S. (G. G. Owens), Liverpool. b eg i d P. W. (G. St. C. Morse. Wolverhampton. 
Thompson, J. L. (R. W. Lambeth), Cheltenham. Whiter, A. R . (ŒH. J. R. Roffe), London. 
Thornton, G. (Sir R. Chapman) outh Shields. Wick, I. S. (R. W. Young), London. 
“\Thornton, R. D. (S. Thornton), Preston. Wike, B. B. C. Dyson), Liverpool, 
Thorpe, D. R. J. Clarke), Nottingham. Wild, B. E. (E. G. Davies), Birming 
Threifall, J. P. N. Tomblin Ilkley. ilkins, I. R. (A. H. Rodwell), Preston. 
Tiffen, R. J. (C. N. Starbu ), Birmingham, : * Wilkins, R, M. (L. À. Periton), London. 
Tiscoe, A. M. (S. Gainsley), London Williams, C. G. R. (G. A. Wi , Newport, Mon. 
To , A. C. (H. M. epee) Walsall. Wi , D. H. (G. L. Atherton), | ridport. 
* Tomlinson, B t , Manchester. Williams, D. W. (K. C. Cook), Liverpool. 
Tonge, R. C. (A. H. Walton), Manchester. Williams, P. A. Of H. G. W. Gibson), London 
Tosswill, S. R. (C. E. Peers), London. Willis, P. A. T. c ? Beaconsfield, 
Townend, D. J. (S. F. Picken), Birmingham. Wilmot, TE G. M. Zeie? SE 
Townrow, R. Lx Booth), Witney. Wilson, C. 8. S .W. H. Palmer), H 
Traynor, B. J. P. (B. I, Freedman), Cardiff. Wilson, G G. J. S. . Chalton), Leeds. ` 
Tyrer, P. A. (C. Croxton-Smith), Bristol. Wilson, R. Du «Ji EEN 
Windows, G. T. (R. J. Pigott), o 
Upton, G. R. (A. R. O. Slater), London. Wingate, P, R. Ce e dcn vast 
Vallins, J. H. (G. G. Boxall), London. interbottom, . son), 
Vann, D. C, (C. A. Smith), Loughborough. Wonn H M. (V. L. Passer), London. 
Vigor, R A. (L. I. Grant), London. Wood SA W. ku W. E E Deed 
00 ounsey), 
Kate EE Wood wards E d L. O'Callaghan), Nottingham. 
Md R. (A. Watson), Paia Woolf, P. M. (S. J J. Bressloff), London. 
éi d, E. D. E. (O. W. orne), Bri Worth, W. We? Brookes), London. 
Walford, R. A. ZE . Ramble), Wright, J. B. (J. E. H. Littlewood), London. 
Walker, c H, We Bret 
Walker, I. D. A. J XS EEN Bacup. up e ES R. Turner), Bradford. 
Walker, M d d Young, A. (J. E. R. Vellacott), London. 
Walker, W. H C. x é  Oathank , London. Young, M. (C. Yo , Cambridge. 
Wall, I. B. (C. E. Copley), Rotherham. Yuill, G. W. (R. F. . Aylott), London. 
* See also Certificates of Merit above. 
667 Candidates passed. 651 Candidates failed. 
PRELIMINARY EXAMINATION 
Held on November 1 31h, 1 41h and 15th, 1956 
Full List of Names of Successful Candidates 
(in alphabetical order) 
Ashue, A. IL, London. Hardman, M. R., Cheam. Nobbs, J. L., Haslemere. 
Ch D. K., Lond in.I.S. S , J., Blackpool. 
Cohen, A Leon on. Jenkin, I. S., Blackburn. Said ZS M, ipe don. 
rene, G. W., Ilfor lingt 
Crosby, G. Hull, Eege Swayne, D. J., Farnham. 
Lomas, P. F., Macclesfield. Taylor, K. J., London. 
Dunn, G. J. H., Newcastle upon Tyne. E : Tock er, D. A., Weston-super-Mare. 
f McGlashan, J. B., Wallase 
Ewart, R. W., Harrow-on-the-Hill. Maslin, M. J., London. d Woodward, D. C., Birmingham. 
Mathew, N . S., London. Wyatt, R. M Solihull. 
Gibbs, C. G., New Malden. Morrell, P. H., Bushey Heath. Wyse, J. H. WC 
27 Candidates passed. 79 Candidates failed. 


Deloitte Prize for the year T . 
z Smedley, Eric Anthony (Altrincham) (May 1956 Preliminary Examination} 


Summary of Results 
Final Intermediate Preliminary Total 





Candidates Successful .. T Gs 438 667 27 1,132 

Candidates Failed Do ba m 590 651 79 1,320 

Candidates Sat... `., e. 5. I,0$8 1,318 106 . 2,452 
) 
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IHE INSTITUTE OF 
CHARTERED ACCOUNTANTS OF SCOTLAND 


Results of Examinations held in December 1956 


FINAL EXAMINATION 
(Second Division) 


As a result of the examination held on December 10th, 11th, 12th, 13th and 14th, 
1956, the undermentioned 130 candidates passed the Second Division of the 


Institute's Final examination. Their names appear in alphabetical order and are / 


followed by the names of the firms of the masters to whom they were indentured 
or assigned, an asterisk indicating a candidate who qualified for the Institute's Final 
examination certificate. 


* Aitkenhead, T. omson McLintock & Co), Glasgow. 
* Armour, R. L. . (Kidston, Goff & Harvey), Glasgow. 
*Aspin, f. E. (Thomson McLintock & Co), wW. 


*Barr, D. C Caio dis Goff & ee Ge: OW. 
M W. W. (Wi 
er, Melutyre p Gellatly), Dundee. 

«Dia SC ps Davidson Smith), ‘ 
aae Cult & Ker & lasgow. 

well Ker s Hardie), Glasgow. 
*Brown, k o vane a Jackson), Edin 
*Bruce, D. B. SE & Dunn), Aper 
*Buist, (Miss) J. eon Son & Macniven), 


Edinburgh. 
*Bullock, W. A. (Mc y, McAlister & McGib 


n), Glasgow. 


Campbell, N. A. serene es & Co), Guildford. 
*Carlaw, B. D. (Th intock & Co), Glasgow. 
(hitman & & Glen), Glasgow. 

*Clancy D. . (J. Y. Finlay, Robertson & Co), London. 
US A. W. F. (Chiene & 2 Edinburgh. 
ru & ach SE id 


ME Henry RN & e Son), Aberdeen. 


*Ellingham, J. D. L. (Layton-Bennett, Billingham & Co), London 


*Farrer, J. W. McD. aa Middleton & Co), Stirling. 
SE e C. N. Smart & Annan), Edinburgh. 
*Foster, D. F. (C. J. SS & dra ed London. 

*Fraser, D LA (Howden & Molleson), Edinburgh. 

*Fraser, S. H. M M. (Mackie & Clark), Glasgow. 


*Gellatly, ' Hunter Thomson), Edinb ; 
*Gibson, J. L. eg ownie & A dE Glasgow. 
eGilchriat, E. J oe hee obertson), Edinb ung 

*Gillon, A. x. A hton & Crawford), Edinburgh. 
*Glanvill, $ rown & Co), Edinburgh. 


: E A RI , Elgin. 
*Grant, (Miaa) 2 E. (Graham, Smart & 5:8 Edinburgh. 
Giasgow. 


en & Henderson), Edinburgh. 
; ya oes McOmish, Hart 
*Hastinga, C. N. (Jo E 


an & Col Edinburgh. e 
*Henderson, W. B. (Brodie, Burns 


RERE Glasgow. 


^ 


Co), Glasgow. 


*Holmes, M. H. (Ramsay Brown & Co), Soupe 
Houston, R. I. (Aikman & Glen), Glasgo 
*Hydo, A. (Hardie, Caldwell Ker & Hardie, Glasgow. 


*Ingram, R. CG (W. R. McDonald & Gordon), Edinburgh. 
*Irwin, I. S. (Reid & Mair), Glasgow. 


*Tames, M. (Smallfield, Rawlins & Co), London. 
KEE g (Todd & Gordon), Glasgow. 
*Judd, N. H. (Thomson McLintock & Co), Glasgow. 


*Kelly, 


J. (Cole-Hamilton & Dunley), si b 
*Kennedy, ), Glasgow. 


J. H. (William Duncan & Co), 


*Loizides, A. M. (Alexander Sloan & Co), Glasgow. 


* Macbeth, J. C. Miler McIntyre & Gellatly), ee 
*McFarlane, W (Wilson, Stirling & SC Glas 
*Mackellar, W. I. K. (Brown, Flemin d, Glasgow. 


*McKendrick, J. D. (J. W. Jarvie & ming & Murra 
*Mackenzie, J. Ge (E. C. Finlayson), Ab uns 
*MacKerron, I. C. (William D. Anderson), Edinb 

*McLaren, ï. E. (Grahams, Rintoul, Hay, Bell & zn Glasgow. 
*McLauchlin, W. (James Cram & Sons), Dade 

*MeLelland, J. P. (Reid & Mair), E 


*McNaughton, J. John E. Watson & Glasgow. 


. G. (Walter & W. B. Galbraith), Glasgow. 


* Mann, A. H. ilson, Stirling & Co), Glasgow. z 
ena A. C. Philp & Co), Dunfermline. 

Meyer, F : (Pent, arwick, Mitchell & Co), Glasgow. 
«Millar, A. }. (Mitchell & Smith), Glasgow. 
*Miller, W. D. (Mann, Judd, Gordon & Co), Glaagow. 
*Milne, G. Mac Rl. Cram & Sons), Dundee. 
*Mitchell, A. T. (R. & E. Scott), GEES 


* Moffat, J. (R. & E. Scott), Edinb See 

*Monachan, P. C. (Moores, Carson & Watson), Glasgow. 
*Muirhead, D. (Wardhaugh & McVean), Dumfries. 
SE ZE B. (John M. RC & Co), Edinburgh. 


*Munro, D ti (Tedd & Gordon), Glasgow. 

Neill, J. L. (Moores, Carson & Watson), Glasgow. 
*Neilson, J. A. (Fraser & Ferguson), ee A 
*Neville, C. W. (Thomson McLintock & Co), Glasgow. 


*Ogle, I. H. (Moores, Carson & Watson), Glasgow. 


*Patterson, A. I. (Romanes & Munro), Edinb 


urgh. 
*Pentland, M. D. (Lindsay, Jamieson & Haldane} ciim 


*Pollock, D. A. (McNicol, Broadfoot, Parry & Co), Gl 

* Preston, J. B. (Thomson, Jackson, Gourlay & Taylor), rm 
*Rabinowitz, J. (A. & C. M. Davidson Smith), Edinburgh. 
*Read, J. ae ey, Rule & Co), London. 

*Riddell, S. Easton Simmers & Co), Ge OW. 


*Ritchie, G. . (Watson McCarroll & Co), Glasgow. 
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Roberts, H. D. (McClelland, Ker & Co), London. ^ -*Stewart, G & Co), Glasgow. - 
*Hoss, L ^ MacL. (Graham, Smart & Annan), Edinburgh. ` *Stewart, J.B . B. Marce ait), |dinburgh. 
*Rothery, S 3. (Thomson McLintock & Co), London. *Stuart, J. R. R. (G , Smart & Annan), Edinburgh. 
*Roulston, A. W. mson McLintock L EH RON: *Sutherland, G. (Geo. T. Clunie & Scott), Edinburgh. 
“Russell, T R. A. (Mann, Judd, Gordon & Co), G 
ML CC Zä on & Ritchi dim; Edinburgh. 
‘Son, R. (Peat, Marwick, Mitchell & Co), London. | Zeie E Th T. Robertaon), Edinbu; 
otton, I : *Westwood, D. A. (Martin, Currie & Co), Edinburgh. i 
EE SR & He eri *Wheeler-Carmichael, T. M. (Chiene & Tait), Edinburgh. 
*Smith GE Brown & Sech Glasgow. *White, W. (Dunlop & Murray), Glasgow. 
*Smith, J. R SC Thorburn, Jun. & Co), Glasgow. : ea ID. T. (Graham, Smart & Annsn), Edinburgh. 
Spalding, J. S. (Peat, Marwick , Mitchell & Co), Glasgow. ward, L. J. (Grahams, Rintoul, Hay, Bell & Co), Glasgow 
e Speedie, D (Anderson & Menzies), Kirkcaldy. Kaes DC omson McLintock & Co), London. 
eStanger, E. (Thomson McLintock & Co), Glasgow. ` *Wright, J. S. A. (Finnie, Ross, Welch & Co), London, 
*Stevenson, S, (Thomson McLintock & Co), London. 
*Stevenson, W.N. (William Duncan & Co), Glasgow. . Young, R. W. (J. & R. Morison & Co), Perth. 


Mns o ee ee 6 Service candidates were awarded passes in some papers but 
ZS 777^ did not complete the examination. 


Laird, J. 8. (Mackay, Irons & Co), Dundee. Muir, W. H. W. (Chiene & Tait), Edinburgh. 
Lyon, H. C. (McIntyre & Rae), Dundee. Roberts, R. K. (Hamilton Eddy & Rowand), London. 

l Sheret, W. B. (Peat, Marwick, Mitchell & Co), Newcastle upan 
Macnab, E. M. (Gourlay & Deas), Glasgow. Tyne. ` 


INTERMEDIATE EXAMINATION 
(Second Division) 
As a result of the examination held on December 13th and 14th, 1956, the under- 
mentioned 164 candidates passed the Second Division of the Institute's Intermediate 
examination; their names appear in alphabetical order and are followed by the - 
names of the firma of the masters to whom they were indentured or assigned. 


——— 


Aitchison, A. I. (W. R. McDonald & Coen Edinburgh. Findlay, dun i P. (A. G. Murray & o Edinburgh. 
— A. K. (Wilson, E & Co), Glasgow. rm McD. E C. Philip & Co), Dunfermline. ' 
Pinsel ole H ere: Gourlay & Taylor), Glasgow. 
E E Sti & Co), G w. Finnie, J. T & Crawford), Greenock: 

Ban W. R.G . (S. immers & Co), Glasgow. Fletcher, W G. (Moody Stuart & Robertson), Dundee. 
Bertram, W. D. obs M M. Geoghegan & 0), Edinburgh. Forsyth, A. R. OR Flockhart & Grant), Aberdeen. 
Biggam, R. A. (Wilson, Stirling & Co), Glasgow. Forsyth, R. F. ilson, Currie & a nu Glasgow. 
Binns, P. J. (Richard Brown & Co), Edinburgh. Frater, 1. MacL. MacLeod & Macfarlan), Glasgow. 
Boyd, J. (Barstow & Millar), Edi : gs (Miss) M. (Moores, Carson & Watson), Glasgow. 
Brough, J. (William Bishop & Co) urgh. Frew, W. H. (Mackie & Clark), Glasgow. 
Brown, W. G. (Rattray Broth RES y Vaid bel & France), Glasgow. Fulton, W E Main & Wallace), Kilmarn 
Browning, N. R. (Reid & M isses Du Fyffe, J. F. (Mann, Judd & Co), London. 
SC E J. T. P. Moora. c ce Glasgow. 
Bryden, J. B. ow. Bowes & Craig), Glasgow. Gallacher, E. F. (Girdwood, Allison & = Lopni Glasgow. 
Buchanan, W. B M. Stevenson & Co), Johnstone, Garden, K. J. (T. C. Garden & Co), Edin b, > 
. Burley, C. M. (Jackson, Taylor, Abernethy & Co), London. Ed X: (E (Nelson, ye See & Qo ; Glasgow. 

l Gaul ayson), 
Cairncro SCH E. ee Stuart & Robertson), Dundee. . . Gerrie, G. N. (Miller, McIntyre & Gellatly), Dundee. 
Cameron, (Peat, Marwick, Mitchell & Co), Glasgow. ee R, Melam Carson & Watson), Glasgow. 
Clark, H. H. er, ee & Gellatly), Dundee. Gibson, D. McAlister & McGibbon), Glasgow. 
Clark, J. A. C Së Peden & Henderson), Edinburgh. Gibson, (Miss) M. S. (Aikman & Glen), langon, 
Cochrane, W. (l'homas Kelly & Co), Glasgow. E 
CORRI il, W. T en anum 4 Vo, uide Son RG See A 'aylor Dundee. 

nway, w son gan) , W. L. (Wilson, Stirli i ; 
Ste Ca A Wean), dium GE 

c cBain wW, ; 

Crai (Misa) J. S. (Kidston, Goff & Harvey), Glasgow. | amikon, T. S; Ee e er Ge 

Cridlan, ee MEQUE London. v € Beie MeLintock & Co London, 
Gummock, M. S. (Wilson, Stirling & Co), Glangow. Har, Kj. (Ker Macleod & Mactarlan), C 

M. G. (Don & Stevan), Dundee: Heston, Ped Thomson ecu. Gourlay & Tagle, Glasgow. 
Daly, R, H. ea Moere, Hepburn, J. A. E Flockhart & Grant), Aberdeen, 
`" Denneag, W. L. (Thomson McLintock & Co), Glasgow. Hewitson, C. S . (Galbraith, McEwan & Co), * 
ee, e EEN SES Hodgson, P. (Russ, Ferguson & MacLellen} e 
Dots P^ n. iy  ce Hookham, B. F. (J. M. Wyllie & Co), Motherwell. 
Duncan, . M. (A. Galloway Sen Aberdeen: l Horne, M. D. (William D. Anderson), Edinburgh. 
Eadie, G. M. (Brown, Fl & Murray), London. Johnson, R. A. (Alexander B. Neil & A bonded, 
Edwards, P. R. ën ze & Co), London, Johnston, H. M. (Gourlay & Deas), Glasgow. 
d sd A. A. C. (Hardie, McFarlane, Carstairs & Mann), Kemsley, A. M. (Wardhaugh & McVean Glasgow. 
WW. M * re, 


Kirkpatrick, J. UU enry Brown & Co), 





144 


Lees R. W. (Todd & Gordon), G 
Little, W. D. (G Rintoul ch 


rahams, Rin Ball & & c , Glasgow. 
Lockhart, W. (Alexander Sloan & Co), i 


lasgow. 


. (Fraser, Lawson e? Laing), 


Mi e tic Goes ee & : ), G w. 
e e €), Dundee. 
Macnab, C E een & Smith), E 


Macphail, E. M. (Brown, Fleming & Murray), London. 

Mahon, J. F vidson, Downie & McGown), Glasgow. 

Mair, G. (J. Wright Robb & Scobie), Glasgow. 

Mansion, D. G. (Scott-Moncrieff, omson & Shiells), Edin- 


burgh. 
Markham, P. M. (Peat, Marwick, NC & Piel London. 
Marks, F. C. Mira E &C 
A. Gall Bore Aberdeen, 


Miller, R. B. (W. D. Johnston & Ge Elgin. 
Miller, R. F. cClelland, Ker & Co), Glasgow. 
i rge À. Touche & Co) London. 
J EH Sonia Se 


urray, A. B. tere e Zou e E 
Murray, R. McL. (Johnstone, Logie & Millar), Dundee. 


), Glasgow. 


Nicolson, J. S. (Craston Thomson & Allison), Glasgow. 
Oakes, R. D. (Wilson, Stirling & Co), Glasgow. 


Phin b. à. W. (Kirk & ren Glasgow. 
Phin, eacock & Henry), H 
ourston, Macfarlane & Co), Glasgow. 
. R. Flockhart & Grant), Aberdeen, 
SC J. McD. S. (William Duncan & Co), Ayr. 
Pringle, T. C. (Wili son & Dunn), Aberdeen. 


Whitelaw & GC Edinburgh. 
Minn R. sg SN & Bisset), Glasgow 


INCOME TAX RETURN FORMS 


FORM I, two pages 13 x 9i in. (partnersh 
copy returns). One copy 5d; fifty copies [2s 4d. 
100 coples 23s 9d. 

FORMS 11/12. Four pages 13 x 8} in. A 


individuals and firms). One copy 8d; 
coples 24s Id; 100 coples 46s 5d. 


ALL COPIES POST FREE 
The forms are not dated for any specific tax year. 


GEB & CO (PUBLISHERS) LTD 
27 BASINGHALL STREET, EC2 


fty 






56 VICTORIA STREET, LONDON, SWI 


T€ | 
ACCOUNTANT 





JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


February 2nd, 1957 


Rankine, (bree E. M. N. deer & ries Edinburgh. 


Reid, D. (Brechin, Cole-Hamilton & 
Riddet, A. S. (Moores, Carson & Watson), — 
SCH Le & ZA Greenock. 


Sharp, N. M. C. Thomson & Murdoch), Dundee. 
Sherman, C Bertram G. Samuels & Co), Glasgow. 
zs (xd N. L. Q. R. Flockhart & Grant), SES 
Sc E. Watson & Co), G 
Ze? Re Ae son Dx n & Co Glagow 
Stephens, (Miss rown, Fleming & Murray), Glasgow. 


illan & neen EE 


Sch S (Wiles S T5 Glas 

ers n, Stir $ wW. ` 

T Mas. (Kidston, SC Hervey), Glasgow. ~ 
Taimuri, M. J. B. (Barstow & Millar), Bdinbuzgh 

Thomson, A. McE. (Adam Ker & Sce e ca w. 


Thomson, B. (Mitchell & Smith), Glasgo 
Thomson, e (Baird & McMurdo), epee 


"Thomson, eid & Mair), Glasgow 
"Thomson, R. a Brodie, Burna & Anderson), Glasgow. 
i ad Ki R. (Walter & W. B. Ge oe 


Tolan, Kelman, Moore & Co), G 
biet d ( rawford & Paxton), Pabaon. 
Turnbull, T. D. (Peter Millar & Crichton), Glasgow. 


Verth, A. (Rolland & Pomphrey), Glasgow. 


Waddell, J. B. (Peat, Marwick, Mitchell & Co), Glasgow. 
D. P. London. 
(ne & , Aberdeen. 
Mitchell & Co), London. 
purse Glasgow. 


Mé J. T. ( bore iur }, G wW. NE 
ighton, po Henderson & , Dundee, 
atid E Stuart & tjs tinis Dundee 
Ch (Grahams, Rintoul, Hay, Bell & Co), 
et W. G. & Deas), Glasgow. 
Wishart, J. idee off & Harvey), IM 


Zull, A. M. ds & Somerville), Edinburgh. 


ANNOTATED TAX CASES 


Edited by Roy BORNEMAN, Q.C. 


Published cach month. Reports of Income Tax, 
Surtax, Profits ‘Tax, E.P.T., Death Duties and Stamp 
Duty Cases decided in the Courts of England and 
Scotland. The reports contain a lucid summary of 


the cases and a report of the ju ents, together 
with explanatory notes on the decisions. 


SUBSORIPTION d - pur ANNUM 
(past fret) 


GEE & CO (PUBLISHERS) LTD 
27-28 BASINGHALL STREET, LONDON, EC2 


~ 





Telephone: Victeria 2002 (3 lines) 





| The Recognized | 


Weekly Organ for 
Chartered Accountants 
~ and Accountancy 
throughout the World 


CONTENTS 


eading Articles 
Government Statistics 
Inflation Through the Cen- 
turies 


Page 
145 
146 


»pecial Articles l 
On Forms and Statistics: The 
- Value of Industrial Censuses 
by A. R. IHersic, M.Sc. (Econ.), 
B.Com., FIS. 
African Commentary — III 


d Robert E. Ellmer, M.A. 
(Cantab.), A.C.A., A.C.I.S. 


147 


150 


Veekly Notes 

The Growth of Statistics — 
First Quarterly Figures of 
National Expenditure — The 
Wage Bill in 1956 — Airport 
Losses — Sheet Steel and 
Motor-cars-Insuring 
Atomic Risks 


oon 


Ber "Commerce 
Marley Tile (Holding) Co 
Ltd Courtaul is id 
Monéy Market ? 


152 


à 


be Proposed Integration 
icheme 


More Readers! Letters 


xorrespondence E 
Directors! Fees — Credit In- 
surance — Revenue Integrity — 

'The Charles Winn Accounts 
~ Receipts for Cheque Pay- 


ments 163 
"axation Cases 165 
The Association of Certified 


nd Corporate Accountants 


Statement of the Council on 
the Scheme of Integration 
between the Institutes of ` 
red Accountants and 
The Society of Incorporated 


Accountants 166 


andon and District Society 
f Chartered Accountants 


Dean of Westminster 
addresses Luncheon Meeting 167 
Notes gid Noticésts = si 3x68 


1950, at pr at page 684). 


THE 


ACCOUNTANT 


ESTABLISHED 1874 


FEBRUARY SCT 1957 VOL. CXXXVI. NO. 4286 


GOVERNMENT STATISTICS 


N our issue of December 1st, 1956, we gave certain details 
about the Census of Distribution and Other Services for 1957 
which thé Board of Trade are preparing to take next year. 
This innocent page of information, intended for the guidance of 


„accountants who would be called upon in due course to help 


clients to completé:their returns, provoked several correspondents 
to point out politély that, in their opinion, the Census was (as 
Mr Henry Fon" said of history) bunk. As a counter to this 
criticism, we print elsewhere in this issué an article by a 
prominent statistician in defence of Government censuses of 
industrial activity. Mr Iuersic — who, incidentally, is the author 
of an illuminating book entitled Statistics and their Application to 
Commerce! — makes clear beyond doubt the reasons why the 


_ availability of such information is essential. 


In a White Paper, published in 1944, the wartime Coalition 
Government made the maintenance of a high and stable level of 
employment its particular responsibility. This policy has been 
accepted by subsequent administrations and, in order to imple- 
ment it, a campaign to secure an adequate coverage of national 
economic statistics was started. Now, after twelve years of experi- 
ment and experience, reliable figures on many vital aspects of 
industrial activity are frequently and regularly made: available. 
The system has not yet been perfected, as an evaluation of its 
progress just published by P.E.P. demonstrates?, but prominent 
among the improvements constantly being made is the recent 
announcement of the Central Statistical Office that, in future, 
it will‘ publish figures of national expenditure at quarterly instead 
of at annual intervals. The first batch of these, just issued, is the 
subject of a Weekly Note on another page. 

It has. been said before in these columns that, for the long and 
difficult task of controlling civil industry and trade which lay 
ahead at the beginning of the Second World War, the Board of 
Trade were ‘magnificently unprepared’. Today, the Board's 
armoury of statistics, as well as being usefully deployed in the 
incessant peacetime battle for world trade, would be an invaluable 
weapon if war were to engulf us again. In view of these uses, 
present and potential, the argument that Government censuses 
should be abolished because many traders do not use the assembled 
information is about as valid as would be the assertion that the 
collection of pictures at the National Gallery should be dispersed 
because many people do not go and look at them. 


OH PI. (Publishers) Ltd, London. (See The Accountant, dated December 29th, 


tistics for Government; iPóoliical and Economic Planning, Vol. XXI, 
. No. 406. 2s 6d net). See also-Weekly Note in this issue at page 153. : 
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` AN interesting review of wages and prices 
Ac the past seven centuries has been 
prepared by two economic historians. 
Their research - published in the form of two 
articles in the journal Economica for August 1955 
and November 1956 — traces the course of build- 
ing wages from 1264 to 1954 and compares them 
with household Papen IES: over. the same 
period. 
_ ‘The two authors — PRorEssoR E. N. PHELPS 

Brown and Miss SEILA V. Hopkins, of the 
London School of Economics -have shown a 
wonderful ingenuity in their search for, and use 
of, material for these studies. ‘The primary source 
of information on building wages for the period 
prior to 1700 was provided by THOROLD ROGERS’ 
studies of college and estate accounts of some of 
the Oxford and Cambridge colleges, supple- 
mented by data from bailiffs’ rolls and monastic 
accounts preserved in the Public Record Office. 
Continuous official figures did not become avail- 
able until the labour department of the Board of 
Trade began to publish figures in the "nineties 
of the last century. 

It seems that from A.D. 1264 to 1300, crafts- 
men's wages in the building trade were 3d a day, 
and those of building labourers about half this 
sum. By 1954, the respective sums were 445d 
and 390d a day, and had the authors continued 
into 1956, they would have been 510d and 444d 
or thereabouts. The major part of this rise has 
taken place since 1914, in which year the rates 
were 88d a day for craftsmen, and 60d for 
labourers. From 1264 to 1914, the average annual 
rate of increase was # per cent a year; since then 
it has averaged 4°3 per cent. 

‘Three main features are distinguished bs the 
authors. ‘These are the comparative absence of 
falls in wage rates, the long periods in which 
they were stable — sometimes for over half a 
century, and the rapid decline in differentials in 
recent years. In this year of grace, builders' 
labourers’ rates are over 85 per cent of those of 
the skilled man —no doubt a reflection of the 


decline in craftsmanship brought about by 


mechanical aids, and the growing social equality 
due to inflation. Much has ^ heard. of the 
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inflation in ‘Tudor times; the study shows that 
craftsmen’s wages, after remaining at about 6d a 
day for over 100 years, rose to 12d in the years 
1532 to 1580, On the other hand, they fell from 


240d in 1920 to 165d in 1933, but the fall was 


not continuous. 


In estimating the changes in household ex- 
penditure over the centuries the authors have 
aimed at calculating an aggregate price, year by 
year, for what they call a ‘composite commodity 
made up of the same amounts of the main heads 
of consumption. The content of the heads of 
consumption must obviously vary with the pro- 
gress of trade and discovery. Thus, rye and peas 
slowly give way to wheat and potatoes, charcoal 
to coal gas, malt to sugar and tea, and canvas to 
cotton cloth. But the weights assigned to the 
various heads have remained constant, with food 
and drink taking up four-fifths of the total. 
Outstanding skill and patience has been used by 
the authors in arriving at these prices but they 


5 


have been most ready to acknowledge the work^ 


of earlier economic historians, amongst whom 
THOROLD Rocers again takes a high place, with 
Sır WILLIAM BEVERIDGE a close second. 


The authors’ researches show that prices have 
varied a good deal over short periods and long 
periods of stability are almost entirely absent. 
From 1264 to the beginning of the Tudor period 
the trend was slowly upward, punctuated, how- 
ever, by a rapid rise early in the fourteenth 


century and a subsequent fall. From 1520 the- 


rise became comparatively rapid and prices 
multiplied five-fold in just over a century. 
The Napoleonic Wars ushered in another period 
of inflation, but thereafter the trend was slowly 
downwards until the end of the century. In 1954 
this composite index was forty-seven times greater 
than the 1264 figure; no doubt it 1s now about 
fifty times as great. When prices and wages are 


compared, as the authors do year by year, it_ 


seems that the latter have risen more than three 
times as rapidly as the former since 1264. As an 
indication of the recent speeding-up of this 
movement, it can be said that since 1900, wages 
have risen half as fast „again a as the prices con- 
sidered in the inquiry. 
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ON FORMS AND STATISTICS 


THE VALUE OF INDUSTRIAL CENSUSES 


by A. R. ILERSIC, M.Sc.(Econ.), B.Com., BIS ` 
Eecinrer in Social Statistics, medion’ College, University of London 


N statistics, as on other subjects, there is 

room for differences of opinion. In his 

1956 Budget iem Mr eg 
stated that: 


"too.many of our statistics are out too Gare 
"B We are always as it were looking up a train in ‘last 
year’s Bradshaw’. 


More recently, Lord Harlech, Chairman of the 
Midland Bank, argued that 


ʻA prerequisite of successful economic policy is 
full knowledge of the facts . . . in this respect 
remarkable progress has been made and the 
. Government is now better equipped [with economic 
statistice] for its new responsibilities than ever 
it was.' 


It is difficult to believe that within the nine 
months which elapsed between these two ex- 
“pressions of opinion, United Kingdom official 
economic statistics have improved so markedly. 
Since, however, Government departments are 
the main collectors of statistics, thé taxpayer has 
every reason to complain if the end-product is 
either of negligible utility or disproportionately 
expensive. The taxpayer may feel thoroughly 
aggrieved if, in addition, he is himself compelled 
at intervals to complete multifarious forms for 
Government statisticians. : 

Judging from recent correspondence in this 
- journal, accountants’ suffer particularly in this 
respect. With the promise of yet more Govern- 
inent statistics, it is probable that further such 
demands will be made upon the profession. It is 
therefore reasonable to inquire just what purpose 
is served by so much form-filling'. 


The Need for Statistics 


Since 1944, all political parties have accepted. in 


responsibility for maintaining economic stability 
with a high level of employment. The degree of 
“Government intervention required to ensure 
stability is debatable, but without a conscious 
economic policy both sides of industry would 


soon be demanding ‘positive action’ by the State- 


to remedy slump conditions: Any such policy 
must be based upon accurate and up-to-date 
facts relating to the economic situation, 


i Before the Second World War much economic 


data were incomplete. Various departments col- - 


lecting similar data even classified them. on a 
different basis, so that their statistics could not 
be compared. All too often, definitions and 
classifications were changed and no attempt was 


made to link the old and new series. Generally : 


speaking, published statistics were regarded as an 
administrative by-product rather than as the pre- 
requisite of economic planning; publication was 
therefore often delayed. With the creation of the 
Central Statistical Office a tremendous improve- 
ment has taken place. 


Since, however, the Government already 
assembles so much statistical data, why must it 
bother industry and the hard-pressed accountant 
who has his hands more than full with Inland 
Revenue forms, much less those of the Board of 
Trade? The answer is simple. It is because data 
relating to industrial conditions can only. be 
obtained from industry. Yet many readers will 
ask: Why does the Government demand so much 
statistical information? or, adapting a wartime 
phrase, ‘Are your statistics really necessary?’ 

The minimum needs for effective economic 
‘planning’ (in its most general, sense) are as 
follows: first, some measure of money demand for 
goods and services not merely in the aggregate, 
but sufficient to detect and measure changes in 
consumer spending. Secondly, an estimate of 
current industrial output, and thirdly, informa- 
fion on both current and planned investment 
programmes. 

Published official statistical data are of two 
kinds. First there is the flow of.current statistics 
published either monthly or quarterly relating to 
employment, industrial production, retail sales, 

internal and external trade, capital expenditure, 
etc. ''he second source. of data are the periodic 
censuses, of which the most important relate to 
production and distribution. 

The first group of statistical series are pub- 
lished with relatively little delay after the events 
which they describe and may appear — even to the 
business man who reads them in his trade journal 
—to have some relevance to current conditions. 
Census data, however, are usually published after 


i 


` 
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"Lag 


^'consideréd of little-value by-rnariy who work ‘in 


industry: According to "We Verde Smith: ‘Com- 
mittee:!' - 
firmis in' industry ` and hide: PE 
make little use of the published census ‘information’. 


“Yet, conceded the committee, a minotity ‘in 
industry and trade found. euch census reports 


useful for comparing the relative position. of 
their firm in the -trade or. industry; in other 
words,. for providing a yardstick against which 


. their production and wage costs could be assessed. 


Illustrative of this comment ia the. extensive use 


` made of such official statistics by one large im - 
the Metal Box SES: 


a 


Statistics and the Small Firm 


Many readers, while agreeing that such large . 


frms.may well derive benefit from a study of 
national statistics;. would nevertheless question 
their value for the smaller business: It is doubtless 
true that the management of a small business has 


not the time to study and interpret published. 
data, but this is not an argument against assembling: 
these statistics; rather it constitutes a case’ ‘for - 


their presentation (or at least ` the main con- 
clusions) in such a form that they can be readily 
assimilated by the busiest of men. 
Nevertheless, even if the case for assembling 
economic statistics is accepted as being in.both 


the national interest and that of the individual - 


' firm, other objections. and questions are often 


. the Government relies primarily on r 
turns from the larger. firms. For example,” the: 


‘raised: First, is it necessary to trouble the small 


firm to provide information which apparently ` 


can ‘only be assembled with extra clerical 


: effort? 


It should be clearly’ understood, however, that 
Te- 


recently introduced series of investment statistics 
is derived from some 600 companies — mainly 
large frms- which are voluntarily supplying 
these data. The figures for industrial stocks are 
at present supplied by a mere 350 such firms, 
although a broader basis for this series is de- 
sirable. ` 

Since, then, the larger firms account for the 


1A committee set up in May.1953.to consider policy in 

_ fegard to the taking of Censuses of Production and Distribu- 
tion. Their report was published October 1954. Cmd. 9276. 
See Thé Accountant dated November 6th, 1954: 


1 Described in an article entitled "The Use of National Stat- 


` isticsin Industry", by Ryan and Listbn, no 
-> March 1955. e 3: 
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“a considerable ‘time-lag; and these: inquiries “are 
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major part of the-total output, labour force, ui 
‘rdw ‘material consumption: in their particular’; in- 
 duisttieg. the data; they "provide give“. ànfairly , 
- fécurate indication ‘of economic’ trends in those 

industries in. which they :predominate.. On. the 
-- other hand, smáll'firms-are more numerous and 


in the aggregate they: can hardly be entirely 


' ignored -as a factor in the economy. In a: few 


industries such -firms account for a substantial 
part of the total output. Hence, at intervals, a 
census is necessary for a.complete enumeration 


of every industry and trade. At the same time, 
. moreover, such: censuses:serve as. a means of 


testing the reliability of the short-term statistics 


. derived, in the main, from the limited numbers 


of larger firms in a given industry. . 

A full-scale census of production is taken every 
few years. There were censuses in 1951 and in 
1954; the next is not due until. 1958. In the case 
of distribution, there is a ten-year interval 


-between censuses. In the intervening. years only 


a sample of firms are required to make a return. 
Thus inrthe case of the 1955 sample Census of 
Production inquiry, only 35,000 out of 250,000 
firms were required to submit returns. In such 
sample inquiries, no returns at all are required 
from Che 80,000 manufacturing firms employing - 
ten or fewer persons. When the next full-scale 


. census is taken, :only firms employing twenty-five 


persons or more (instead of.eleven or more as 
up till 1954) will make detailed. returns. Properly 
conducted sample surveys involving relatively 
few firms produce highly reliable results. They 
have the further merit — of great importance with 
economic statistica — that the time required to 
prepare; the data for publication is greatly 


. reduced and industry is informed more promptly 


of any significant changes. But, unless a full. 
census is occasionally taken, the list of firms in an 
industry from which the sample i is selected may 


. be incomplete or inaccurate. ‘Thus, if this were so, 


an unrepresentative sample will be drawn which 
will then produce inaccurate data, and which, in 


. turn, will lead to bad policy decisions. 


Full censuses are alao needed to record changes 
in industry arising from new entrants and out- 


` going firms. In a few years extensive changes may 


take place and clearly some check is needed if 
the Government’ 8 information on the industrial 
structure is to be kept up to date. 


` The Value of ‘Guesstimates’ 
To what extent are the published figures. affected 
by the fact that forms returned by smaller firms 


..Often ‘contain estimates — or, as.they. are. some- 
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times facetiously termed ' 'guesstimates'?, Provided : 
that informants’ generally : neither.’ deliberately .. 
- overstate nor understate. a particular figure: (e.g. 
. the percentage. of. workers engaged on expert 
orders) the final error can De surprisingly small. 
. In the absence of deliberate bias, individual .esti- 
‘mates tend to vary evenly about a mean; some 
slightly over, some under. Nevertheless, for the 
accountant who bas -been trained. to query all 


appreciate the statistician’s very. different tech- 
nique which me based, not on the accuracy of 


each individual item, .but on the EE . 


correctness of large aggregates. .. 

All returns are scrutinized, and where a figure 
obviously does not ‘fit’ the general picture, it will 
be verified. This is not to suggest that the statisti- 
cian can detect all guesses and mistakes;: but 
serious errors can usually be picked up. One 
correspondent to this journal declared Ke the. 
Board of Trade had 'disputed figures and altered 
them to suit a recognized rate of gross profit in. 
order to pull the figures into line with other — 
similar businesses’. To understand this situation’. 


some knowledge of the processing of the data is& 


required. After scrutiny, and assuming there is: 
“no need for verification of any figure, the infor- 
tion éóntained in the return is passed through - 
i e computer. This calculates such figurés:as the 
‘average price per unit of materials purchased . 
or goods sold’, Ifthe results are seriously out of 
line with the ' average’ for'the industry or deviate .- 
outside the ‘range’ of such: values already estab-. 


lished, then the result will be queried. This pro--. 


cedure is reasonable enough. Every accountant 
knows the significance, for example, of-the gross 
profit: turnover ratio. From experience be knows 
what may be expected in various trades, and, if 
it is very different from expectations, he will 
query it. If he does not, the Inspector of Taxes. 
most certainly will. The latter will not, however, 
provided satisfactory reasons for that figure are 
given, arbitrarily revise the trader's assessment 
upwards. In the same way no statistician worthy ` 
of the name will ‘adjust’ a figure provided by his 
informant unless he has good reasons for doubting , 
its validity. 

' The charge is sometimes made that the. 
authorities are unreasonable in their require- 
ments; for example, that much of the information 
required has to be prepared specially for the 
inquiry. - 

1 Generally speaking, this charge is unjustified. 


The’. conimittees responsible for: preparing the . 


‘forms and :coriducting’ these. inquiries are fully * 


KA 


"aware. of manufacturers’ and traders’ difficulties, 


and An -recent years have made every..effort to 
.:moderate the burden placed on their informants. 


Thus if, as is generally the case, it is more 
convenient, statistics mag be given for the firm's 
financial year.and not for the calendar year. 


. Furthermore, the Advisory Committee consulted 
"the various trades and industrial organizations on 
` the census forms relating to their members. It is 
differences, it is perhaps difficult for him fully to ` 
'.''rade to give individual firms a full year's notice 


also becoming standard practice for the Board of 


of the information they will be asked to provide 
by sending them d specimen forni. In the case of 
small firms to be selected by sampling methods, 

fhis is not practicable. Instéad, ‘specimen forms 
are sent to the trade organization in the districts 
in which ge ud a be taken. 


Se er Simplified Census Forms 


The current 1957 census of production form has 
_ been simplified. Indeed, it is little exaggera- 
. tion to state that if any firm is unable to provide 


/:the information requested ‘thereon, then it is 


high’ time it did something about its accounting 
, system.’ Any firm which is ignorant of the in- 
formation required, i.e. annual turnover, wage 
and fuel bills, ‘stock and work in progress, is — 
to put it bluntly — inefficiently managed. 

The present census of distribution form for 
.1957 requires little more than a statement of the 
number of the staff, purchases, turnover analysed 
by. commodities, stocks, debts, etc. In other 
words, the information which should appear in 
a properly _ drawn up set of annual accounts. 
Some firms may have difficulty in providing the 
information on deferred credit sales and hire- 
purchase contracts. Even here, however, it seems 
surprising that any firm conducting such busi- 


DES should not maintain records to permit the 


easy completion of this question. Finally, for 
the smaller firm the authorities have prepared 
even simpler forms; only the larger firms being 
required to provide breakdowns of certain 
figures. 

It may be too much to expect manufacturers, 
traders and their accountants to show any very 
great enthusiasm for either form- or the 
analysis of the published data, but Lord Harlech's 
words are worth noting: 


..— ‘More complete and more up-to-date information 
will not only help in the proper ordering of the 
national economy, but it will help industries 

; themselves by enabling them to see.more aceurately 
the conditions in which they will have to operate,’ 
i 


or 


` 
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AFRICAN COMMENTARY — III 


by ROBERT E. ELLMER, M.A.(Cantab.), A.C.A., A.C.L.S. 


Senior Lecturer in Accountancy at the Royal Technical College of East Africa. 
Cambridge University Local Examinations Syndicate Examiner in Accounts 
and Commerce to the Sudan Government. 


Cost of Mining Enterprises in 
Backward Áreas .  — 
DDRESSING a recent meeting of the East 
African Management Forum in Nairobi, 
Mr D. J. Rogers, M.LM.M., gave an 
interesting account of the technical and financial 
factors involved in developing a mine in backward 
areas, with special reference to the continent of 
Africa. Dealing with the financial aspect, Mr 
Rogers gave estimates for opening up a typical 
East African mine, which, he said, would be 
developed in four stages as follows: 


Stage I — Surface trenching, geologizing, drilling 
to shallow depths, and EFSER 
work, £50,000-/150,000. ` 

Stage 2 — Drilling to depths of 1,000 ft. or more, 

| sinking shaft 300-400 ft. deep, and 
tunnelling, £100,000—/;1 50,000. | 
. Stage 3 — Large scale development, above and 
below surface, providing accommodation 
for some sixty Europeans and 1,200 
Africans, {£14 million. 
Stage 4 — Full scale exploitation of the mine begins. 


= Mr Rogers went on to present the following 
cost data for a gold: mine at which 240,000 tons 
.of ore were raised: 


Amount of gold recovered SES ton 


of ore mined T 6 dwt. 
Oz. of gold recovered per annum .. 72,000 OZ. 
Value at £12 5s od per oz. . £900,000 
; (approx.) 
Total estimated working costs — : 
240,000 tons at {1 13s od per ton £400,000 
(approx.) 
The ‘break down’ is as follows: 
Labour costs: 
Total European labour force .. 60 
. Salaries per SEH e 
amenities) £100 
. per month 
Total annual European salaries . £72,000 
` Total African labour force ; 1,200 
Wages per African (without food) £210 o 
per month 
Total annual African wages £36,000 
Total annual salaries and £108,000 
wages .. - £400,000 
Goods and services £292,000 
Leaving a net profit of £500,000 


The tax position, as explained by Mr Rogers, 
is as follows: 


Profit for the year ds 500,000 
Allowance for capital .. 100,000 
Taxable profit .. 400,000 
Total tax paid .. 100,000 


The balance available for gebr to the 
shareholders would thus be £400,000, from whom 
{100,000 would be collected in tax, which would 
be reduced to {50,000 on the assumption that 
50 per cent of this tax was to be reclaimed. 

Of the {£72,000 payable in salaries to the 
European staff, continued Mr Rogers, £24,000 
might be considered as a deduction in respect of 
tax-free allowances (ie. {400X60), leaving a 
taxable sum of £48,000, on which tax amounting 
to £12,000 would be payable. From the mining 
enterprise of the type considered, the Govern- 
ment in whose territory the operation was taking 
place would collect in direct taxation a total sum 
of £162,000, made up as follows: | 


, 4 
Tax on profits of company .. . .. 100,000 
Tax on distribution to shareholders .. $0,000 ' 
Tax collected from employees 12,000 
£162,000 


The Taxpayer in East Africa 
The annual report of the East African Income 
Tax Department has just been issued in respect 
of 1955-56. The tax owing to the department 
amounts to {17,207,000 — a small increase on the 
figure for the preceding year. Returns issued to 
taxpayers by the department were 50 per cent 
more than in 1953 — ‘A remarkable growth by any 
standard’ states the report. There had, however, 
been little co-operation in making the returns, 
and an analysis of the forms outstanding showed 
that 36 per cent of taxpayers in Kenya, 50 per 
cent in Tanganyika, and 60 per cent in Uganda 


had failed to return the forms issued to them six ~ 


months previously. 

The report states that important results in 
fraud investigation cases had resulted from the - 
appointment of experts from the United Kingdom 
Board of Inland Revenue. 

There is. an interesting reference to mechani- 
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zation in the report, which states that as a. result 
of installing mechanized accountancy, the cost of | 
collecting tax in East Africa for 1955 dropped by 
3s a taxpayer — from £5 6s od to £5 3s od. 


_ English Language Accounting 

From Kampala (Uganda) comes a report of the 
reaction of an Asian representative in the 
Legislative Assembly to the proposal contamed 
in recommendations on company law, that all 
accounts in the three territories of Kenya, Uganda 
and Tanganyika should be kept in English. Mr 
C. K. Patel stated that he considered this stipu- 
lation would place ‘a great deal of hardship’ on 
many 

Opening the debate in the Legislative Assembly. 
the Attorney-General, Mr R. L. E. Dreshtield, 
said the Bill, containing 410 sections, would bring 
company law in Uganda into line with the 
English Companies Áct, 1948. 


The Bantu as Taxpayer 


In a recent issue, the Digest of South. African 
Affairs refers to changes proposed in the applica- 
-tion of income tax to the Bantu, and states that 


'the present position is that the Bantu earning 

. wages at a level equal to white wages, and Bantu 
business and professional men pay normal income 
tax. The great majority of unskiled and semi- 
skilled Bantu, however, pay only a direct 
tax of {1 a year for each adult male, while Bantu 
women have paid no taxes up to now’. 


Commenting on the proposed increase, Die 
Vaderland (Johannesburg), pointed out that 


'the low poll tax of the past thirty years had been 
an acknowledgment of the Bantu’s moderate 
means. But times had changed since the days long 
ago when ros a month and a bucketful of mealie 
meal had been the normal wage for Bantu workmen. 
Today {£15 or £20 a month, together with all the 


valuable services they enjoyed, was much nearer 


the mark’. 


Southern Rhodesia’s New Mineral 


The production of a new mineral in Southern 
Rhodesia is reported in the East African Standard. 
Corundum, a rock so hard that diamond drills 
make practically no impression on it, is being 
mined and exported at the rate of 500 tons a 
month, at the current market price of £8 a ton 
of ore. It is estimated that the reef now being 
worked contains about 250,000 tons of corundum. 

It is worthy of note that the world's biggest 
blast furnace, now being brought into operation 
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at Ree is lined with bricks made from 
-Rliodesian corundum. 


Management in East Africa 


Continuing his series of articles.in East African 
Trade and Industry (November 1956), Mr F. H. 
White, A.CW.A., A.LLA., discusses problems: of 
management in East Africa, and states: 


‘It is very difficult to retain a happy and contented 

staff in East Africa because of the shortage of 

‘suitable people to fill higher positions in industry 

and commerce, and it is necessary to approach the 

problem in a different manner to that which would 

. be adopted in the more highly industrialized 
" countries. l 


Hire-purchase Legislation in S. Rhodesia `. 


Overseas Review (December 1956) reports that 
draft hire-purchase legislation was recently 
published by the Federal Government of Southern 
Rhodesia. The distinguishing feature of the 
proposals is that there shall be no rigid control 
over the amount of the deposit, or over the 
length of the period in which the payments may 
be made. The Bill proposes, however, that the 
Minister of Finance should be allowed to vary 
down payments and instalments periods by 
notice in the Government Gazette, in the light of 
economic conditions existing from time to time- 


Automation in South Africa 


South Africa from Week to Week recently referred 
to the formation of a standing committee to study 
problems arising from the application of auto- 
mation to industry in South Africa. The com- 
mittee is to be established by the Minister of 
Labour, Senator J. de Klerk, and was discussed 
at a recent conference on automation in Pretoria. 
The main purpose of the conference was to 
ascertain whether organized industry considered 
that there was any reason to believe that a major 
change in the labour set-up was imminent, and, 
if so, what steps should be taken to meet the 
situation. The Minister said that he hoped the 
conference would accept the principle that 
changes in factory techniques would.be adopted ` 
only after consultation between employers and 
employees. 
^ Employers’ representatives in general gave the 
assurance that automation was an evolutionary, 
and not à revolutionary, process; and that it 
could not be introduced instantaneously. It could 
not.be a danger for South Africa, as the country 
suffered uo a shortage of workers. 
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The Growth of Statistics ` ` 
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The progress which has been made in recent t years 


. THE 


bia Notes 


E "First wetten Figures’ 


m A. r- 


of National Expenditure TOT 3 


‘with the publication of Government statistics is - ~The first Quarterly Estimates of National Expenditurd 
"reviewed by P. E.P. (Political and Economic Planning) . have been published as a supplement to the January 
in a pamphlet called Statistics for Government. The ~ issue of Economic Trends (H.M.S.O. 2s 6d) The 
pamphlet sets out. the: war in, which Government. "publication of these has only become possible ` 
‘statistical information .has;;been incredsed..and as a-tésilt of.i improvements in the statistics of fixed 
elaborated over the last few decades. It points to-the capital éxpeüditure arid'changes-in stocks and work 
lack of certain key figures which were not available in progress. 

in the early years of be Great Depression = = the As’ yet, these quarterly figures cannot be checked 


absence of which P.E.P. was one of the first organi 
zations to remark upon. , Se 
_ Impetus to. the preparation of statistical data: was , 
ziven during the last war and some of the confideritial ` 
cal for Government departments later 
developed into what is now called The Monthly" 


by comprehensive estimates of income, aince infor- 


mation about some major categories (company, 


and’ other trading profits, in: particular). is 

‘available on" an annual basis, The supplement 
states, however, that the Inland Revenue have now 
begun to collect quarterly information about profits 


from a large sample x companies. 


est of Statistics, 'This has, in turn, been frequently’ ; 
ed and elaborated in the last decade. © A rough ch expenditure estimates is 
The pamphlet passes comment upon the present attempted in the supplement by reference to changes 
body of information published by je Government. in output. À warning is given that only guarded 
It emphasizes the present shortage of statisticians. conclusion’ can be drawn from estimates by them- 
and other resources which make it difficult to proceed.-.selves. Although it will be some time before it is 
at a fast with the collection, analysis and publi- known whether seasonal patterns exist, the publication 
cation Ee statistical: information. One of the; of thé quarterly estimates is to be w 
basic difficulties of improving thei fürther:jà the | Consumer expenditure in the first nine months—- 


need to call increasingly upon private industry for 
‘help in completing forms. Not all companies are 
persuaded that it is in their interest to complete . 
questionnaires Government’ departments in- 
formation about: their. private ‘affairs, The fact that: 
general statistical information can be of inestimable 
value to individual concerns as a framework within 
which to work out policy makes. steady but .only 
‘slow progress. In-the end, ‘however, it is from a 


wider range of co-operating industrial and trade ~ 
concerns that better:and more rapidly published: 


figures must come. Orne of:the most encouraging 
features in trying to solve this problem is the progress 
‘which has been made in recent years in developing ' 
sampling techniques. Success here has ‘given Miete 

cians increasing confidence in issuing figures b 

on a comparatively modest sample from a. eds 
statistical universe, 


Confidence in using bold techniques is the basic ` 


requirement for further progress. ‘The greatest use 
to which statistics can be put is to provide. a reason- : 


of 1956 increased by nearly {500 million; i.e. 5 per 
cent, comp with the corresponding period of 
1955. But prices also rose by 5 per cent, and hence 
there was no increase in the volume of consumer 
expenditure. A rise in ‘expenditure on food, drink, 
clothing and accommodation was offset by a fall in 
expenditure on private motoring and durable con- 
sumer goods. Current enditure on goods and 
` Services by public authorities rose by 9 per cent 
‘over the-same period; much "of this increase is 
attributed: to higher pace and increases in rates of 
pay. . 
In money terms, gross fixed capital formation rose 
by ro per cent; in real terms the increase is put at 


tr3 per Cent, but it is of 1 importance to note that the 
' rate of increase was declining as the year 1956 


‘progressed, and in the third quarter it was no higher 
than'a year earlier. Stocks and work in progress 
rose during 1956 to much the same degree as in 1955. 
Exports increased by. £373 million between the two 
periods; imports by £93 million only. There was 


able estimate of what will happen in the future. This,- also an increase of nearly £100 million in expenditure 


as the P.E.P. pamphlet points out, can only be done E 
by rapid and: accurate ‘assimilation of the figures 


submitted. The recent success in maintaining a 
policy of full employment suggests that the statisti- 
‘cians have met with some success in advising the. 
Government about future trends, and it is certainly-. 
true that increased statistical’ inforination: might 
‘have enabled the Government to deàl with the ` 
investment boom of. 1955 earlier and with greater, 
‘igitccess than turned: Kee E QAO sc 
a“ 


taxes, 
“Aggregating these: ‘changes shows:that expendituie 
. rose by just over £1,000 million, 8& per cent during 
the period; three-quarters of this is thought to be 
due ro higher prices, leaving only 3 per cent in real 
terms. This suggests that gross output of goods and 
services in the first three-quarters of 1956 was büt 
little-higher than that of the same period of 195: Si 
a suggestion which is confirmed by-such imt: 
a8.ig:available: from: thé Gutput.side.:7,--, riv 
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The Wage Bill in 1956 


During 1956, weekly wage rates went up by 7} per 
cent, compared with 7 per cent in 1955. Ôn the other 
hand, retail prices increased by only.3à per cent 
compared with a rise of 6 per cent the year before. 
Thus wage rates increased their lead over rising retail 
CH i p ZE SE 

The increase in the wages bill was about £343 
million and the gain was spread over 12-6 million 
workers, Kung an average increase of ros 6d per 
worker. This represents a considerable build-up of 
purchasing power for 1957 and remains a constant 
threat of inflation. It remains to be seen how much 
of the increased incomes has been saved through one 
medium or another. Meanwhile, although it can be 
argued by the trade unions that the cost of living has 
increased, there is no question of wages having failed 
to keep pace with it. The early months of 1957 have 
brought with them rising fuel prices which will 
gradually work themselves out on the cost of living 
and this could yet lead to labour unrest about .the 
cost of living in the later months of the year. Mean- 
while, those unions which have based their demands 
for higher wages on the rising cost of living are getting 
off to something of a lead. 


Airport Losses 


-The Select. Committee on Estimates has made an 
outspoken attack on the financial losses incurred in 
running publicly-owned airports in this country. 
A first report on this subject was made by the Com- 
mittee in November 1955 when it calculated that the 
twenty-eight airports under. the control of the 
Ministry of Transport were running at a loss of about 
£6 million a year. The Committee made a number of 
recommendations to reduce this figure. Since that 
date the annual rate of losses has increased to about 
£7 million a year and the Committee’s recom- 
mendations have not been implemented. The ominous 
fact in it all is that the rate of loss has increased 
despite an II per cent increase in passenger and 
freight traffic. Under such conditions the possibility 
of the airports as a whole finding a financial break- 
even point in a period of rising traffic seems 
remote. | 

The consequence of this state of affairs must be 
that the airline companies are given:a concealed 
subsidy and are in a highly favoured position com- 
pared with shipping ‘concerns and road transport 
undertakings. The air operators are sensitive about 
the degree of competition they stimulate among 
themselves. T'hey operate on fares fixed by inter- 
national agreements and an increase in terminal 
charges will either mean an opening up internationally 
of the whole question of fares or a cut in their profit 
margins. They naturally resist either of these as long 
as there is any possibility-of the taxpayer paying for 
the extra charges. ` puce. "f^ ortum. cpu 2 ug 

— It is vitally ‘important. that ground installations 
should work, on some reasonable financial basis, It 
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is not tolerable for rising turnover and rising losses 


ito go together for.an indefinite period. The in- 


creasing congestion at major air terminals owing to 
the growing volume of air traffic puts a premtum on 
the quality of equipment and personnel employed. 
Having- accepted that fact, however, it is wrong in 
„principle for the airlines to receive ground services 
at unlimited cost to the public purse. | 


‘Sheet Steel and Motor-cars 


Sheet steel imports are falling rapidly, due mainly to 
the difficult times which the motor vehicle industry 
is encountering. In 1955-56, substantial imports of 
sheet steel took place and the large volume of import, 
contracts outstanding to be filled have provided a 
useful buffer to the domestic sheet steel industry. The 
ability to dispense with imports has meant that the 
United Kingdom sheet steel industry can continue 
to operate at full capacity. The advantage o the 
balance of payments position has been clear enough 
and it may yet be found that the main contribution 
which the motor-car industry made to improving the 
economy at the time of the ‘credit squeeze’ of 1956-57 
was the drop which came about in sheet steel imports. 
This, rather than an impressive improvement in 
exports, is the main statistical gain so far from the 
serious ‘dislocation which important vehicle manu- 
facturers have had to suffer in the home-market. 


Insuring Atomic Risks ` 
It is reported that the insurance market is now ready- 
to insure privately-owned nuclear reactor 
and atomic power stations both in this country and 
abroad. It is seeking business both at home and over- 
seas. "The British Insurance (Atomic Energy) Com-. 
mittee has been formed under the auspices of Lloyd's 
and the British Insurance Association to represent 
the British insurance market in the field of atomic 
energy. . . | a | 
The excellent accident record of nuclear reactors 


- both here-and in America is now beginning to weigh 
seriously in the balance against the lack of any insur- 


ance experience or knowledge on the part of the 
atomic energy industry as to what to do or what 
really goes wrong if there is a serious failure, The 
fact that atomic installations in this country are 
being erected in isolated sites reduces the compli- 
cations, of insurance calculations however. Special 
panels have been set up by the Committee to study 
all aspects of insurance dealing with materials, third 
party risks and other fields of atomic insurance. For 
some time to come the attitude of insurance syndi- ` 
cates must of necessity be cautious, although they are 
keen to Huild up. an insurance connection in this new 
industrial field. In consequence, premiums may be 
slightly higher than for similar installàtions using 
more conventional. fuel. The differences between 
ordinary premiums and: those for atomic units, ` 
however, are (^ likely to be prohibitive, - =; 
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After the sharp advance since: “the tum of We year, the 
stock-markets have steadied. With the rise based on 


'séntiment' rather than facts, there is need for further 5 ville, 
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PNE -Finance and: Commerce 


Shareholders Left Out - Det n A 
The báckground toa letter dm Mr wi J Somir 


C.A., is in a note in our issue of November 24th 


stimulant if: the advance i is to be resumed. Presént & oñ the formoi thes interim:statement isgued bý Cout- 
prices appear to discount the effect of any fore- > 


seeable easing of central bcr policy. New 
buying is now extremely, sélective. . 


Marley Tile 
'The accounts of The Marley Tile (Holdiig Co Ltd 
which provide our reprint for this week have met with 
criticiam in the Press, and the criticism, we feel; is 
justified, — - 

'The Marley roofing tile dates back to after the First 
World War.. Te has been a very successful growth 
business that has done well for its founders and e 
forthe investing public. In 1948, the floor-tile com- 
pany was launched. Many ‘do-it-yourself? readers have 
probably used -the Marley thermoplastic tiles for 
flooring. The company's interest; in floor tiles, 
however, was limited to-just over x per cent, the 
balance of the capital being held by e directors and 
to a small extent by others. 

In March last year it was decided to bring tlie 
whole floor-tile interest into the company,. the 
minority holders receiving shares in the holding 
company. “That move was criticized at the time for 
lack of information regarding floor-tile past profits 
ori-which to judge’ the validity of the diebus con- 
sideration, and profit prospect. The information was 
provided between the first announcement and the 
extraordinary meeting’ and the deal was finally 
approved by the holing company shareholders. `- 


No Answer | n: 

Has the prospect Se The accounts provide 
no answer.... What the Marley accounts should now 
do is to distinguish the various sources of income. 
It was possible for the chairman, at the extraordinary 


meeting, to stress the importance of the floor-tile .. 


h : 
company on the group's prosperity. Floor tiles, he Je partic 


said, contributed 37 per cent of the group profits i in 


1955 and for the three months to January 31st, 1956, * - 


the proportion had risen to 41.per cent. - 


The roof-tiling business, he felt, was reaching the 


end of its expansion and they would do well in main- 
taining the. position in that direction: Any expansion in 
the group's activities, therefore, was ‘likely to be in 


: T 


aülds Ltd, with the announcement of the interim 
dividend. We wrote: ‘Shareholders in "Courtaulds 
Ltd have fecéntly: been informed with the announce- 
ment öf a maintained interim: dividend’. . .’. Mr 
Somerville comments: "Asia shareholder, I have not 
been so informed!’ 

‘It is becoming only too frequent’, he continues, 
‘for public compariies to provide information only to 
the Press and Stock Exchange, ignoring shareholders. 
Unfortunately, the information would ap 
given on a “hand-out” basis, and therefore by the’ 
time it has gone through: the various ‘people in ‘a 
newspaper ‘office, it is difficult ‘to know what is 
official and what 1& editorial comment.’ A letter on 
the subject in The -Times recently, Mr Somerville 
observes, evoked no subsequent letters, and he asks: 
Am I to assume there are only a few: ‘shareholders 
interested in interim statements? . 

Omission to circularize shareholders, he suggests, 
would not: appear to arise from motives of economy: 
‘No expense is spared when the boards wish proxies, _ 
to be returned.’ 

-This is indeed a point of some ‘complexity. 
Basically, we have the company, its directors, and its 
shareholders, in the widest sense, a a ad family 
the affairs of which are its own. 

Nevertheless, it cannot live alone: for one thing, its ` 
members need a market for their shares and the: 
market virtually insists on being kept promptly: 
informed of dividends etc. And as soon as the market - 


. is informed, the news becomes public property. 


On the other hand, shareholders are shareholders. 
with rights to be respected. Perhaps Mr Somerville 
would remind the directors of his rights. We 
certainly think that interim statements should be 
made to shareholders with, as it were, copies to out- - 


Where the Press comes into it is one ‘at those: 
eternal questions that can be argued for ever. Te, 


might be well to remember, however, that share-: 


holders are sometimes glad to-benefit from the "i 


other directions. The ‘other directions’ can be seen ^ 


from the excellent publicity and pictorial survey in - 


the present accounts. ` 


t'a 


The profit figures for roofing, for floor tiles, etc. : 
are; obviously- available and might well appear in thé : 


published accounts; 


tilé business should -have been. substantiated. : by ‘the : 
Pd actually achieved. j i 


of publicity nm thé Press ES 

Money Market " ME 4 
The discount market ee its bid EE diii. 
bills at £98 17s 3d on: February 1st, but, owing to; 
very heavy outside competition, the ‘market only; 
obtained 2r per cent of the: {190 million of bills, 


At the very least; the profit prospect for the floor- ` offered. Applications totalled: £384,070,000. andthe: 


; average rate eased slightly to £4 105 to P per cent. ; a 
5 This week'8 offer is £190 million. 
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THE PROPOSED INTEGRATION SCHEME 
MORE READERS' LETTERS 


It was natural that a subject of such magnitude and importance to the profession 
as the proposed scheme of integration of The Society of Incorporated Accountants 
with the three Chartered Institutes should. provoke many readers into 
expressing their views in letters to the Editor. Many have done so in forthright 
terms; some, even, in terms which would hardly look well in print. In any event, 
far more letters have been received than we can find space for, but we have endea- 
voured, both in previous issues and in this issue, to present a representative selection. 
One reader this week comments on "o survey’ he has made of the corre- 
i spondence published during January. While it is a little difficult to decide from their 
letters how some readers regard the proposals, a broad analysis of the published ` ` 
correspondence (including this week's) appears to indicate that of the 63 letters pub- 
lished, 28 are favourably disposed to the scheme, 22 are against it, and 13 are non- 
committal. The letters include 41 from Chartered Accountants (17 for; 16 against; 
8 non-committal); 14 from Incorporated Accountants (9 for; d against; 1 non- 
committal); 8 from other readers (including students) (2 for; 2 against; 4 
non-committal). 


Sir, — A survey of the correspondence published in 
your columns during the month of January reveals 
that eleven letters are against the adoption of the 
scheme, or at least are highly critical of it, twenty are 
concerned with some subsidiary aspect of the scheme, 
or its modification or extension, and only five corre- 
~Spendents appear to support the adoption of the 
scheme as it stands with any enthusiasm. 

I suggest that this showing may not be a true 
reflection of the feeling which prevails among mem- 
bers of the bodies concerned. I suspect that a majority 
of members in each of these bodies recognize the 
fundamental good sense of the scheme and the high 
degree of statesmanship on both sides which led to 
its formulation, and have quietly made up their minds 
to give it their support. 

. If this be so, it would be a pity if those who have 

little opportunity to attend meetings or converse with 
other members of the profession should be left with 
the impression that the scheme is already discredited. 


Yours faithfully, 
London; Ee L. H. CLARK, r.c.A. 


Sm, - To those of us who believe that the future of 
the accountancy profession can only lie in complete 
co-ordination and registration the proposed scheme 
is merely a good beginning, but it should pave the 
way for the future. 

However, in common with certain other corres- 
pondents, I do think that this would be an opportune 
time to abolish fFellowships' and have one class of 
member designated ‘C.A.’ I would even go further 
and say why not also integrate both the Scottish 
and Irish Institutes with the English Institute so that 
Chartered Accountants in the British Isles speak 
with one strong yoice. The Association would then 
be the only other recognized body of accountants, 
and if a further integratidn scheme could be intro- 


s s 


duced later whereby professionally trained members 
could join the Institute and commercially trained 
members join The Institute of Cost and Works 
Accountants, co-ordination would be more or less 
complete and tion may not even be necessary. 
Finally,.a word of comfort to ‘Jarby’ (January 12th 
issue) and the 2,000 or so Society members similarly 
placed; One of the main advantages of the present 
scheme may be in clause 19, wherefrom it appears 
that if they choose not to apply for membership of 
the Institute they can still be ‘Incorporated’ without 
paying any subscription. Still, who knows but that 
The Institute of Municipal Treasurers and Account- 
ants may not be more than willing to consider 
acceptance of such ‘refugees’ as may be eligible. 


Crawley, Sussex. 


Sir, ~ Before. the special meeting and the time for 
voting, we members must decide what is the best 
way of dealing with this momentous matter. 

Ig the decision to be this particular scheme or 
no 

If so, I must vote against it; but it is becoming 
increasingly evident that our members can provide 
many most helpful and constructive suggestions to 
enable the Council to produce a much better and 
fairer solution. 

It would have been better if our views had been 
invited before the scheme was drafted, instead of 


afterwards, The Council could have issued a question- 


naire to members, and set up a special committee to 
collate the replies and suggestions. After all, the 


Institute exists for the benefit of its members! 


If we think this scheme is not the best, we must 


avoid the pitfall of the Council saying,. *No one has 
Suggested an alternative’, so what is- required is an 
amendment of a 'reference back' of this scheme for 


$ 
` 
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Teiexámihation, by an -overwh vote» forthe 
‘amendment; ‘with à recommendation: iat the b a 


try again on lines indicated above. : 
Using familiar. words i in'a rather unfamiliar way - 


We have mot obtained all the explanatiohs ‘and 
, information required: the notes on the scheme are 
'_ not prepared in’ accordance ‘with dur double-entry 
"minds in that they’ do not present: both sides.of' the 
question: in our opinion the scheme does not show 
` ` a true and fair viéw of the ideas of the members. 


In any scheme ‘of amalgamation the members of 
the participating . organizations . should be able to 
retain all fights and privileges attached. ‘That’ is 
manifested in this scheme by the fact that Society 
members are not compelled to join | the Institute, but 
ican nevertheless continue to be d ed as ‘Incor- 
‘porated Accountants’. The public will be unable to 
tell whether an ‘Incorporated Accountant’ is a mem- 
ber. of the Institute or not. Neither will the public be 
able to tell whether a ‘Chartered Accountant’ is pre- 
scheme or post-scheme.. Me privileges to date. (after 
thirty-five years’ service) should entitle me to desig- 
‘nate myself as a ‘Pre-scheme — Chartered Account- 
ant. I pat it like that, rather crudely, but quite 
seriously, to drive home more quickly and = 
the fallacies of this particular scheme. 
. Yours ws p 
|, Huddersfield. . ^ || H.L. SIMPSON, ROAD 


Sir, — The decision that the. E E of the English 
Institute have to make in. the. néar future is one for 
‘the future of the accountancy profession’. ‘These are 
ominous words and; in my- opinion, the Council of 
‘the Institute deserves the gratitude of members for 
; serious: thought to. that future, stating the 
_ alternatives clearly and proposing a. solution consistent 
with: the pns for which. the: Institute has SS 
stood.’ 


. Whether or not. a- member b. be Institute is in 
favour of the proposed scheme of integration ought to 
‘depend: not: on lesser issues; but on what he most 
desires for. the profession as a whole. The funda- 


;mental.objective, as it: seems to me, is to combine in ` 
t Institute in England all those Chartered ` 


eg 

corporated Accountants who have ipeum their 
SE experience: in the offices of practising 
accountants and have qualified by passing cuc im 
examinations. 


things can follow. 
7 London, WCa. 


Sm, - Beveral of your + correspondents have uod the 
-absence of a point of view from Chartered. Account- 
ants in industry. This I-will try‘to supply. - 
^^.AÀs is well known the accounting profession ` 
-roughly divided into.(a).those who x: 

“auditors, and. (b) -those. who“ are . in industry e nd 
- commerce,” "T'his- dichotomy ` was ` causing: us: all 
concern' until quite recently Che Institute S bou fo 


i 


- Your. obedient servant, 
P. A. ALDRICH. 


^ 


^U LIS 
"ACCOUNTANT 


proud to. have seen my Institute 


Once this has been achieved, omer 
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take ~an: “interest. ‘in’ matiseméht: ‘accounting “and 


recognized, to Some extent, training:.in industty.. It 
began to appear that the Institute might bécome more | 


than an old: boys’association før. Chartered Account- 
ants who bad entered: industry and who Pad to e 
further training frorn.other societies. 


Tt now. appears-.that the- conservatives and re- 


actionaries on the Council have-won a major. victory 


in | determining ‘its future policy. Instead of a growing 


recognition that.the two halves of the profession can 


each. make a contribution:to training and policy we 
are going to see the Institute fossilized in the pro- 
duction of the perfect auditor. .. : 

As a Chartered Accountant I should: dave been 
taking the lead in 
uniting the two halves of the profession and I shall 
use my vote to try and stop the present trend. : 

. If the present scheme goes through, I suggest that: 


fa) “The Association of Certified Accountants will 
become the most representative cross-section of 
accountants in the country; 

(b) ee and capable youths will seek stronger 

ures than that of a watered-down ‘C.A? quali- 

, gcn and the whole profession will be the loser; 

(c) Ger Accountanté will give ground to more 

: bodies. in the services they are trying 
KE end bopeto give inthe future. - 


In.the Royal Charter of 1880 it was stated of 
accountants that ‘their functions are of great and 
increasing importance’. This visionary concern Jor" 
the public weal is replaced in 1957 by. a rearguard 
action in favour of auditing and its ancillary servi ices, 
Finally, it is a grave presumption on the part of 
the Council to assume (as it does in ph 15 of 
the explanatory’ memorandum), that ıt will speak for 
all professionally trained accountants. The great 
EECH between the enormous number of 
Chartered Accountants in industry and their infini- 
tesimal representation on the Council is well known. 
It is most unlikely that such a Council will speak, as 
it is failing to do now, for professionally trained 
accountants who are in industry. 
Yours faithfully, 
A.C.A. (IN Sieger, 


SIR, — District society mee will probably have 
clarified to some extent. DD of the proposed 
integration scheme. 

Under the scheme, the majority of professionally- 
qualified accountants would become subject to the 
jurisdiction of the Council of the Institute, the 


membership’ ofthe Council being modified ‘by the 
“introduction of ten: new members — the ‘Society's 


appointed members’. 

As against this, nearly 8,000 members of the 
Society, many of whom have obtained their quali- 
fication 'in:a different way’ are to:be allowed to apply 


‘for permission to use- the designation *Chartered 


Accountant’, "The. price seems rather.high. ^ - ^^ 
. It' appears: to “be generally. admitted that the 


"Standard of: Send ‘examination al experiénce of 


Ka 
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both Institite.and Society are fairly:high: Apart from 
the-question .of. service under: articles, however, the 
standard. -of -examinsgtian. set: be "the: Institute.oin 
the-past has necessarily been higher than that. ofthe 
Society, for.the simple-redgon; that -the-dnstitute has 
always insisted on:all.gubjects being: taken: simulta- 
neously. ("Ebis practice, incidentally, is apparently to 
continue;. under -the: scheme; «after: the. end: of the 
"transitional period’; and-it has- always been-arguable 
that, in any :case, the Institute. should :permit the 
E of the examination: in. parts; as the. Society 
oes.) . . 
Under the md as: it anadi some EE 
of the designation ‘Chartered Accountant’, seems 
inevitable. A quotation from the address given by the 
President of the- Institute at the annual meeting. on 
May 4th, 1955, seems to be to the: point:. 23 
"We held a unique position in the business and 
. financial world; ... . our whole professional existence 
depends upon the: maintenance of the high reputation 
we have achieved.’ 
Surely it would not have ben impossible. to arrive 
at some title for the proposed consolidated body 
which would have permitted members to retain the 


particular distinctions associated with their respective i 


qualifications. 
` Yours faithfully, 
oR C. peau 


Sir, - - Having gek studied the apie id 
by the Institute, I cannot find adequate reference t to 
the following praċtical difficulties: | 


(1) = scheme goes through, Chartered. Achat: 
employment are bound to face 
additional competition from persons who until 
then were not entitled to call themselves Char- 
tered Accountants. The effect of stich increased 
competition will also be felt by practising mem- 
bers of all but the largest firms. 


"al 'The present useful arrangement whereby salaried 
'rks of exceptional ability are able to obtain 
qualification as Incorporated Accountants with- 
out having to undergo a period of articles is to 
` be abandoned and this is likely to cause grave 
administrative difficulties in the offices of + 
practising firms. Furthermore the abandonment 
will not be welcomed by such clerks if they do _ 
not wish to be tied by the restfictions of artiléd | 
service. 


(3) One has beard.even now of the ideo of - 
supervision and training given to articled clerks 

~ in some cases; With an additional two'or more 
. articled clerks per. member bow are the Council 

. proposing to ensure that proper training facilities 


EE l 


explanatory memorandum 


With these very real difficulties in mind, one ‘is 
tempted to:ask what is the real advantage of arbi- 
trarily altering the Institute’s-charter which has stood 
the test of-years. Also-what is behind the reference in 
paragraph. -19, of. de Explanatory Memorandum to 
any. Ve in the Institutt’s system of articles’ which 


ne See, SSHHO CHE 
(2 Atr - Q S a 
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may: lèad the Society to. ‘feel-a sense: of: insecurity’? 
rol shall-be glad o: ‘receive, A Upon. ue 
foregoing matters. -. ` 

ae 1 og ae ee yeaa truly; . 
Seel. 4 e 3 d Cé 


‘Six — T ‘agree with.) your. &orrespohident; Mr B. A. A. 
Walker, : ACA. (T2 anuary 19th issue), that the Institute 
has again failed to take the opportunity ‘of recognizing 
that a considerable number of its members occupy 
„positions of influence and aüthority i in industry and 
cofnmerce, of which the: Institute ‘should be proud. 
“The control of sonie of the greatest enterprises in this 
‘country is éntrusted: to thése men, but the Council is 
‘not prepared to recognize their ability by granting 
‘them fellowahips. ` ' 

During my twenty. years in commerce, the Council 
' have consistently given the i impression that, in com- 
mon with the majority of the associates of (e Lost, 
tute, I ama deserter. ‘Today I hold a position of con- 
_siderable authority and, as it happens, my ‘company’s 
"auditor is an F.S.A.A. Under the pro schenie he 
will be entitled to use the letters F.C.A., and my 
pride in the letters , ACA, will be diminished 
“accordingly. 
ages * Although I believe thé advantages of the : proposed 
integration outweigh the disadvantages, it is difficult 
to resist the temptation to vote against the scheme and 
thüs register my protest at the Council's üeglect of 
the associate not in practice. 

— "Yours faithfully, . -~ - 
UE OMPANY DIRECTOR (nea). 


one A re on the SE integration of the 
Society. with the Institute; surely, the next logical 
step. is for the Institute to take over. the practising 
element of the Certified: and. Corporate Accountants, 
with, say, the description “Chartered Accountant’ but 
holding a licentiate membership, and that the pro- 
posed ‘Incorporated Accountants’; the balance of the 
. Certified Accountants, the Cost and Works Account- 
ants and the Municipal Accountants, to be formed 
into one chartered body with the designation "Char. 
stered Management Accountant’. Details ‘can easily 
"De worked out. 
Yours faithfully, 
N. LR HARRISON, 

Coventry. et, FAC. CAs, A.C.C. 8. 
Ge I have redd with Gees the uide 
published in’ The Accountant of late, regarding the 
proposed integration scheme. Perhaps you-would be 
good enough to publish the thoughts of one articled 

to a member of the Institute... ` 

Tëscht I: was disappointed. In the explanatory 
Ee published . in The Accountant. on 


. December: 22nd, it. was stated thatithe scheme was 
"drawn up with a view to the future of the accountancy 


. profession. On reading the, memorandum, however, 
“it becomes clear that for ‘the accountancy Eed 


one should. read ‘the: Institute and:the Society'.. 


. "Phe : Association has been excluded from the 
merger, this being explained.in paragraph 19 of the 
memorandum, which says: 


f serviee under articles in a public accountants 


office should be an essential requirement for quali- 
fication as a professional accountant.’ 


I should like to point out that, in my experience, - 


and in the experience of many others, service under 
articles bestows no benefit whatsoever. ‘Personal 
supervision’ in theory is wonderful, but in practice 
it is virtually non-existent. The whole arrangement 
of articles serves as a cover for practising accountants 
to pay less salary than should normally be expected 
and in some cases to receive a premium. 

I refer the Council of the Institute to Mr Fredk. 
A. J. Couldery’s excellent letter (January 19th issue), 
for further reading, and add that when, and only 
when, the Institute realizes that integration of the 
whole of the àccountancy profession is the only way 
to safeguard the future of the profession, my pride 
in n: associated with the Institute will be restored. 

Yours faithfully, 
ARTICLED. 


SIR, — As a management consultant of some years 
standing, I spend a great deal of my time teaching 
young (and not-so-young) Chartered Accountants the 
way to apply the basic principle of mechanized 
accounting, costing, cost om and EE 
accounting generally. 

Aa. a consequence, I am end about the 
Institute's obsession — which is revealed in the pro- 
posed integration scheme - namely, that the only 
satisfactory training for accountancy is by serving 
articles under a Chartered Accountant. 

I consider that is a dangerous generalization, 
which ignores the fact that the practical experiencé 
to be gained by serving articles can and does vary 
tremendously. 

There must be hundreds of small practices scat- 
tered over the country where the work is of such a 
character that the articled clerk will spend the greater 


part of his time doing the audits of small shopkeepers, 


farmers, etc., in many cases producing accounts of 
doubtful accuracy from incomplete records. 

To maintain that this kind of experience is neces- 
sarily more valuable than that to be obtained by serving 
in the highly-organized accounting departments of 
many industrial firms, nationalized undertakings and 
municipal offices may satisfy those whose sole con- 
cern is for the professional side of accountancy, but I 
fear it will not impress those who, like myself, are 
vitally interested in the part which accountants should 
be playing in modern management. 

Finally, it is clear to me that the Institute stands 
to gain much from the proposed merger. 

Can anyone tell me in what way the public interest 
will Pe advanced? ` 

Yours faithfully, - 
‘CONSULTANT, x. A..C. A., A.C.W. A; 


i 
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SIR, =I have felt that. the correspondence so far ` 
published in your columns upon this subject has 


tended to be somewhat overweighted.with personal ^ 


and short-term considerations, I have, therefore, 
ventured to address this letter to put certain points of, 
perhaps greater, importance. . 

' In the first place, the basis of the proposed scheme, 
if approved, is that all future Chartered Accountants 
will have served, or practised, for a significant period 
of time in a professional accountant's office. This 
fundamental principle has.a good deal more to justify - 
it than merely a desire for uniformity in training. The 
objective and impartial consideration of clients’ 
problems which distinguishes experience in pro- 


fessional, from that in other, offices, enables the ^ 


would-be accountant to develop standards of judgment 
and of conduct which cannot easily, if at all, be 
achieved in other ways. 

It may be argued that service in the profession to 
meet this requirement need not necessarily be under 
articles but there is some advantage in that an articled 
clerk, at the very inception of his training, is likely to 
absorb the professional atmosphere more completely | 
and effectively. 

If, as I submit should be the case, training — or at 
the least experience — in a professional office is an 
essential prerequisite of qualification for practice as. 
& professional áccountant, the scheme of integration, 
designed to bring into one body the great majority of — 
those who have this training or experience, has much ~ 


. to commend it. Numerous other advantages are 


mentioned i in the Institute’s explanatory memoran- 
dum, viz. increasing the authority and strength of 
the combined body, facilitating research and other 
services to members, centrally and locally, as well as 
to students' societies. From many points of view the 
profession, the Institute and the Society, would appear 
to have much to gain by the combination. 

It is relevant that for some time past certain large 
industrial concerns have, as part of their schemes for 
recruitment of accounting staff, offered as an addi- 
tional inducement to recruits the opportunity to -~ 
obtain recognized accounting qualifications. The 
effect of such schemes can only be to increase the 
number of qualified accountants who would lack 
the essential professional background. Accordingly, if 
the opportunity — perhaps the last — is not to be lost, to 
make the essential distinction between those who have 
that background and those who have it not, prompt 
action is essential on the lines of the proposed scheme. 

So far as the outside public is concerned, there can 
be no doubt that the reduction, even by one, of the 
number of accounting qualifications should eliminate 
at least some of the confusion which now exists. 
However similar existing standards of DEE 
conduct and discipline may be, they cannot carry the 
same recognition of uniformity as one single standard. 
There mar be transitional difficulties but the long- 
term effect should be to improve the service offered 
by the profession to its clients and to simplify the 
clients’ task in deciding which accountants to employ. 
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: It may be suggested that the removal of.the 
remaining distinction between Chartered and In: 
corporated Accountants may. add to the competition 
between members of the twò bodies. If so,-success in 
such competition should tend to.result more from 
merit and less from distinctions which are, in general, 
without difference' and so be to the advantage of 
accountants and clients alike; ' 


So far as qualified accountants engaged in industry ` 


are concerned, the unification of the two major 
professional qualifications by eliminating one existing 


difference should, if only slightly, improve the. 


prospect of removing distinctions between themselves 
and their brethren in the profession. 

In the light, therefore, of long-term consideration 
of the prosperity of the profession and the improve- 
ment of the service by which it must live, members of 
both bodies should support the SE 

Yours fai 

London, EC2. — PH O. H. COULSON, F.C.A. 
Sir, ~I hare: -— with much interest the corres- 
pondence on this subject. Not many have expressed 


one hundred per cent support for the scheme, but 


the general opinion seems -~ very rightly in my 
opinion — to be that the scheme, although a step in 
the right direction, does not go far enough. What is 
required is complete unificatton of the profession. It 
-should be just as difficult, in fact as impossible, for 
an unqualitied man to offer his services as a public 
accountant as it is to offer them as a lawyer or a 
doctor. 

The trouble, in my opinion, is that the Council of 
the Institute is neither democratic nor representative 
of the members. There are, I believe, some 20,000 
members of whom about 10,000 are in practice, and 
the majority of these.are in relatively small practices 
where the clientele consists of the small commercial 
firms and companies, private traders and tradesmen. 
Fees are small and competition intense with practi- 
toners who have none of the Institute's very proper 
inhibitions against advertising and touting. 

We. have no representation on the Council. The 
Council consists almost entirely of members who 
belong to or are associated with the large and well- 
known firms in London and those provincial cities 
where there is a local association. For example, rather 
less than 1,500, say 74 per cent, of the members of the 
Institute practice in the EC. districts of London. 
Nineteen out of forty-five - approximately 40 per 
cent — of the Council:come from the same body and 
they are all drawn from the larger firms. 

Furthermore, the Council is like an exclusive club 
— very difficult to get elected to, but.once elected 
you are there till death or retirement! Even the new 
scheme recognizes that (paragraph 18). The Council 
is to revert eventually to forty-five but ten additional 
non-refillable temporary places are to be granted to 
the ‘new boys’ till ‘death or retirement’. If forty-five 
is the right number, why. pot RUNDE tbe "ud 
to permit it? . . 


ALCOUINTLAINL 
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. "Thé time has come to grasp the nettle. Admit all 
present practitioners into. the: fold (not necessarily 
with the right to use the letters F.C.A,, A.C.A., 
F.S.A.A.; or A.S.A.A.) and ensure that no one in. 
future may practise unless he is qualified by articles 
or examination (permission to negotiate with the 
Revenue and right of audience by: Commissioners 
would be an effective bar). 

It will not help me. I am in my sixtieth year. and 
have been an Associate of the Institute for thirty- 
seven years and a Fellow for twenty-six, but it will 
be for the eventual good of our profession. 

I suggest an amendment be submitted to the 
meeting on February 19th: 

“That this meeting, whilst it approves in principle, 
any steps which will lead to the unification of the 
profession, does not consider that the proposed 
integration with the Society of Incorporated Ac- 
countants goes far enough, and resolves that the 
matter be referred back to the Council to consider: 
‘(a) A new scheme for the complete unification of 

the profession. ` 

(6) Reorganization of the Council on democratic 

lines whereby all members are represented 
thereon on a ‘constituency’ basis. ‘Constituencies’ 

. be as far as possible composed of members.in a 
"  Jike situation, e.g. (1) London (City); (2) London 
|. . (other districts); (3) Provincial cities and county 
^ boroughs; (4) Small towns and rural areas. Re- 
election not to be automatic but by postal ballot 

- or local meetings.’ 
` I do not suggest that members not in practice or 

in practice outside England and Wales should have 
the same representation as members in practice in 
England and Wales. Perhaps they should form a 
separate ‘constituency’, 
`- Yours faithfully, 
Llandudno. W. BASIL TATLOW, F.C.A. 


Sir, - Gome of the lettera from members of the 
Institute display a disturbing tendency to underrate 
both the standard of training undertaken, and the 
qualification possessed, by members of the Society. 
. Bince your readers are in many cases not members 
of either body, and in some instances, not connected 
with the accountancy profession, it would seem to be 
imperative that some particular EE should 
be challenged. 

Firstly, it may be pointed out that service under 
articles does not, of itself, make an accountant. 

Whether articled or not, students for the examina- 
tions of the Society must pass the final test of 
academic ability before they become eligible to be 
considered for admission to the Society, and the 
standard of the examinations is in no. way less than 
that of the Institute. Consequently, the. suggestion 
that there is something of a sub-standard quality 
about the Society qualification must be refuted. 

Secondly, a particular point made by Mr Russell 
Lang (January roth issue), that the ‘large majority’ 
of the Incorporated Accountants who are to be 
admitted. to the Institute will: not have undertaken 


A 
` 
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the training, or achieved the standard set before 
admission to the Institute, is open to challenge. Jor 
the reasons set out above. This agairi implies, ot 
seems to imply; that.tbe-acádemic-standard.set for -. 
Incorporated Accountants:is. -generally.: lower Chart : 
that set for Chartered Accountants. 

In conclusion, : the. récently-qualified members of: 
the Institute,- while taking a proper pride.in that. ` 
membership, would: do. well to.bear:in mind the fact . 
that mémbers:of both the. Institute and: the Society ^ 
are working in the interest of the profession, and that : 


for praetical there is no difference.in the 

work undertaken, or in the way, in bes it is carried. 

out." e Danz o E a 
Yours faithfully, 

Neo Malden, EE 5. R. CURWEN, A.S.A.A. 


SIR, — Bone al the [edema writtén in connection with 
thé proposed integration scheme are to riy mind a 
positive disgrace to the profession of accouritancy and 
certainly ought not to have been published by The: 
Accountant which holds itself out to be the recognized | 
weekly journal of Chartered Accountants. > ` 

Surely the least that can be expected of Chartered: 
Accountants is-respect for their professional brethren, 
viz. the Incorporated Accountants, yet some of your! 
correspondents go so far as to insult Incorporatéd - 
Accountants by implying thatthe chartered qualificá- 
tion is the superior one. The Councils of tlie respec-: 
tive Institutes, by the very fact that they all support 
and recommend: the integration: proposals to their ` 
members, have giver the lie to that myth. 

The examination: standards of the Society have 
always been as high as-those of the Institute. Its ` 
standards: of professional etiquette are équally high, 
and all fair-minded Chartered ‘Accountants will agree 
with mé-when T say that it has always lived up to its - 
motto of Fides-atque integritas; 

Why then should the members of: this noble and : 


THET 
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They are satisfied if that person is authorized to 
practise-and has a good reputation. On the other hand, ` 
‘the: ‘doctér or dentist remembers his days 
-add is usually. proud. of. the ue which oboe 
himron.his career. ... ss y EE 

Why the professional boda cannot accept the 
fact that to introduce- statutory:regulation does not 
reduce the. professional competence of those already .- 
in'practice, puzzles me, ‘Surely we "could all continue, 
happily .as before, distinguishing “ourselves, if we. 
wish, with all our local and, state honours, individual; . 


; university degrees and particular accountancy quali- ` 


fications...And, if it bé agreed. to amalgamate the. 


'.' Institute and the Society, why change the designation. . ; 


of the Incorporated Accountant who has already | 
passed examinations of. a. certain structure? When: 
universities alter a degree from B.Com:to B.A.(Com.), 
they do not require that everyone changes his degree 


accordingly. E 
: Yours faithfully, |  . 
| CG W. MURPHY, 
Manchester. . B SAM, ), F. C.A. 


Sir,-I do not believe de pro sed Ef rption, 
scheme is either necessary or d le. It is dur that., 
it cannot improve the lot of the Chartered Account- 
ant, whether in practice or in industry, at the present - 
time and I am extremely WEE of the claim that . 
in the future. 

Your correspondence columns show that many . 
Incorporated Accountants are proud of their Society 
and value their independence. They certainly do not 
‘feel a sense of insecurity’, and those with whom I. 
have discussed the scheme ridicule the suggestion ; 
that their virile and expanding Society might con-. 
template ‘teaming up’ with the Certified and Cor-: 

rate Accountants. . 

Mr Palmer (February and. issue) says this is a. 


honourable - body be insulted by certain young first step towards a unified profession. This means 


Chartered Accountants who obviously rely on ‘the ` 
word’ ‘chartered’ ‘and not on their ability as trained 
professional accountants to further their advancement... 

As a Chartered Accouritant T support the integrá- 
tion: scheme -without reservation arid recommend ‘it’ 
to all other Chartered Accountants who, like myself, 
have the best interests ofthe profession at heart. 

- Yours fai 


y. 
IRISH CHARTERED. 


Sir, — It is. not'essy to , clarify ihe contentions. for and: 
against the proposed scheme, but the. many excellent: 
letters. you: have . published. :help : CODO to 
indicate the important: factors.: 

‘Everyone seems to be agreed that statutory: renes 
lation ‘of: the E must. be the object: we áll : 
wish.to.attain. .` . " 

We ‘should. take. a Ion rm the: medical ui 
dentistry professions. Few people when visiting a. 
member of these professions: trouble to .ask:in what 
teaching hospital their: doctor ior PRORA waa trained. . - 


5 - 


presumably that the Association will also be aisi Um 
as soon as it makes articles a condition of entry. So 
the absorption of the Society is only a first step. - 
As a member of the Institute who has been in, 
practice for thirty-two years and who was secretary. 
of a provincial society for fourteen years, I am proud ., 
and «jealous of the .réputation of the- Chartered . 
Accountant, in the same way as are, many Incor-.. 
porated Accountants in relation to their Bociety. Lam 
not anxious that the reputation of either of these two ., 
bodies pier: be uui away in.an attempt to.. 
create, an- oh would unified - profession, - the ; 
realization is which d be to the disadvantage. of. 
. both; ofthem. .: LUN Geng 
I also hope that as many provincial. ines. EE 
possible vill attend the meeting at the Royal Festival 
: Hall and give a clear indication that what Manchester 
thinks ind SS Ee of aren will. think 9n., 
: the roth. À X. js 
icia " L. FREEMAN, ZA 
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Directors! Fees.” pp 


In iy to ‘Co S letter with = 
Si, See) SS erty i - year when entered into the appropriation account. - 
` Reductions could be added to this figure.although’ 


reference to directors" fees: (February: 2nd issue), I 


would consider the auditors to' be quite correct in’ 
their contention that a separate resolution should be 
passed’ by the members in general meeting. This case . 


would seem to be in all respects similar to Hutton v; 

“West Cork Railway Co ((1883), 23; Ch.D. 654), in 
which it was held that remuneration voted to a 
director by the shareholders in genéral meeting is in 
the nature of a gratuity and not an amount to which 
he is entitled by right, even though the articles may 
state that the remuneration of the directors shall be 
fixed by the company in general meeting. 

Under Articles 44 of Table A to the Companies 
Act, 1929, and 52 of Table A to the 1948 Act, the 
voting of directors’ fees must surely be special 
business and in consequence a separate resolution 
should be passed dealing with this matter. 

It would seem, following this i reasoning, that where 
the accounts include directors’ fees which have not 
yet been voted, it would be correct to vote on the 


-passing of the accounts with the proviso which yous ` 


correspondent suggests. 
Yours faithfully, 
Hull. D. C. STUART DOWNS, Sei, ! 


Sm, — The letter from ‘Company. Secretary’ i in your 
February 2nd issue, is Just one of many instances in 
which the ‘outsiders’ (auditors etc.) have conflicting 
views with those ‘insiders’ who prepare the original 
records and accounts for their verification. How often 
the picture is clouded because facts, rules, articles, 
etc., are either misunderstood or simply ignored and 
the issue becomes merely a battle of personalities 
thrashing out a difference of opinion. 

To clear the air, then, the articles demand a 
resolution in general meeting, whereas, on the other 
hand, the accounts must be adopted thereat. What 
can be done to surmount this apparent difficulty does 
not affect the fact that these two ‘basics’ are funda- 
mental to the company concerned.  ' 

I take it that directors’ fees are generally fixed, 


except for a variable factor from year to year, usually 
termed ‘additional fees’; although of course these: 


are simply added to the'fixed figure and. paid as‘one 


 8um. It is this extra variable which causes all the . 


trouble. At which meeting should it be adopted, and 
in which accounts should it be shown? 

I, personally, maintain: that the fees voted at any 
one meeting should not ànd- indeed cannot be shown 


in the accounts -adopted: at that meeting. That is a 


fact based on the law which in this question is a 
company's article; In' practice; I show the extra fees 
voted at last year's meeting as a deduction, ‘additional 


$ s ( 
* 


^i -ij . 


The Editor oH wot eripit iin img or. hold himself rese. "ii ee ees vue 


de. SS 


^5. directors’ -fees ‘per: “AG. M. dde Deeks: ie 


19555 from..the .carried..forward balance ‘from: Jost: 


I have not experienced directors’ fees:being reduced =. 
the practice:of-my method. would soll stand, : agit 18 > 


not. only :good accounting ‘practice but: is- in | fact 


demanded by E E concerned - and keeps Oe 


: auditor happy.. 


f REH faithfully, `, 
ANOTHER COMPANY SECRETARY. 


Sir, -I cannot gee . how the position set out by. 
‘Company Secretary’ (issue dated February 2nd) can 
arise. The article gives the company in general meet- 
ing the power to determine the directors’ fees, and 
tlie directors. cannot themselves . increase the fees. 
until the resolution has been passed. 

' Under these circumstances, therefore, the question 
of-increased fees appearing in the accounts and pone 
‘confirmed’ cannot arise, — 

Further, if the directors . have, i in fact, drawn more 
in the year than the amount which has. been deter- 
mined by the general meeting, the excess cannot be 
described as directors’. fees in the accounts and must 
be regarded as a debt due.to the company. . l 

Nevertheless, your. correspondent is faced with an 
accomplished fact, and I would suggest that his best _ 
way out would be to show the proposed increase in . 
fees inthe balance.sheet.in a similar manner to that 
in which proposed dividends are treated, ensure that | 
a separate resolution is proposed at the annual general . 
meeting and, assuming that.it is passed, set off the 
increase against the "amount Ce by the 
directors. 

If the resolution i is ‘not passed, ‘the company must. 
recoup- itself out of sums falling due to the directors. 

His real solution. for-the future is to persuade the 


. directors not to draw increased fees until the share- - 


holders have: agreed. .. - 
Yours rs faithfully, ME "T 
e tp J. BARRETT, F.A.C. GA 


Credit ee 


EE 


: Sir, — None of your correspondents- on: the .above- 


subject have. dealt. with the comment in the original. 
letter: (December. 29th issue) which mentioned that 
while it was common to insure apainst the risk of fire,. 
few traders thought of insuring against, Oe risk of 


u 


. bad debts. ‘The explanation. is-surely that a fire risk 


may be very concentrated and therefore.a fire may 
destroy . everything opea me means. of EE 
a living. d 
Book debts, on the pm hand, « constitute a very ; 
spread risk; In. a large: undertaking: they are spread ^ 
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over hundreds or thousands of individuals and over 


many trades. Therefore, while odd losses may occur, 
the risk of a catastrophe such as can happen if a fire’ 


destroys everything; is missing. That I think is the 


reason why the insurance of loss of book debts is not. . 


more common. 

. After all, a business with only, one factory needs to 
insure against loss of profits following fire, but a 
business owning several factories need not do so at 
any rate to the same extent, because the latter, while 
inconvenienced by a fire at one of its factories, could 
at least. maintain output by overtime at the others. 
Its whole production and livelihood is not lost by the 
one catastrophe. . 


E 


Yours faithfully, - p^ 
Limpsfield, Surrey. S. G. MOBSBY. 
Revenue Integrity 


Sig, - I have no quarrel with most of what your 
correspondents V. P. Gook and L. W. Melville have 
had to say (January 26th and February 2nd issues). 
It is common ground that most Inspectors of Taxes 


try to be scrupulously fair, that the. Revenue ar— 


entitled to protection against the evasive taxpayer arid 
that clearly excessive assessments do get reduced. | 

- There have been a number of cases, however, 
where, to my knowledge, efforts have been made to 
intimidate taxpayers into making offers of settlement 
by the use of assessments.that have no relation to any 
of the known facts of the case and threats of dire 
penalties which, when effectively challenged, have 
proved to be sheer bluff. — 

The fact that when properly tackled, such pro- 
cedure can be rendered innocuous does not, in my 
Spinion, provide any justification for it. . 
NC Yours faithfully, 
| Leicester, ` CECIL A. NEWPORT. 

:.  . The Charles Winn Accounts 

Sm, - I have followed with interest the references in 
your columns to our accounts (as commented upon 
` and published in your issue of December 8th). The 
desire, generally expressed, to provide accounts that 
can be understood by the layman, is most marked 
and it is to be hoped that directors generally will 
support the profession in trying to bring this about. 

[ prefer to refrain from entering into the technical 
arguments advanced (for instance, Mr Kenneth S. 
Most’s letter in your issue of January sth). That is not 
my province. We had to defer to our auditors in that 
fespect and to observe the requirements of the 
Companies Act, Our aim was to simplify, and to try 
to. make thoroughly understandable to a layman, 
what the Companies Act demands. d 

- It is, of course, possible to criticize the Companies 
Act, and no doubt amendments to this will be made 
in due.course. In the meantime; I would suggest to 
the profession that urgent and serious attention be 
paid to the growing practice, on the part of public 
companies, of issuing with their annual accounts, 
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either incorporating in the statement itself or issued. 
with ~it, information comprising, or incorporating, 
items in the accounts but not necessarily in the same’ 
form and not necessarily in a correct form: certainly 
not in a form which the company’s auditors would 
approve. There is little doubt that the average share- 
holder receiving such information, sent out in such a 
manner and in such company, assumes that it has the 
approval of the company's auditors, or at least, that 
thére is nothing wrong with it. Even though, in such 
circumstances, there is no legal liability attaching to 
the auditors, is there not a moral liability to be 
satisfied with the information published, or at least to 
see that, where it purports to be the same as in the. 
accounts themselves, it is? 

‘In your issue of December 29th, you published 

(and commented upon) the explanatory and simplified 
balance sheet and profit and loss statement issued by 
Folland. Aircraft Ltd. In both documents the word 
'Dividend(s) is used without the qualifying ‘word 
‘net’ required by -the Companies Act to be used in 
the certified accounts. T'he result is misleading in the 
extreme.. The wording. used in the explanatory 
profit and loss account almost states -— it certainly 
infers — that the amount shown is the total amount 
(of dividends) paid out by the company and received. 
by the shareholders. The same error is repeated in 
the statement of working capital and the com- 
parative operating statement, though not in the com-- 
parative statistics published, although, even here, 
the further information shown that relates to the 
dividends is misleading as it refers only to the net 
dividend, not the gross, as it ought to do. 
. In a second article on our accounts in the Investors 
Chronicle, the writer made the point that all the 
information of this nature issued by public companies 
should be certified by the company's auditors. in 
conjunction with their certification of the accounts 
themselves. There would appear to be good reason 
for his contention. In our accounts, with which no 
additional information of this kind was issued, an 
endeavour was made to incorporate as much -ag 
possible in the accounts themselves, thus both 
‘killing two birds with one stone’ and, at the same 
time, ensuring that all the information given was in 
accordance with the requirements of the Companies 
Act and certified by the auditors. For this reason, 
too, we advocate accounts on the lines of ours. 

No doubt your readers will express their views on 
the points raised. If reference is made to our accounts 
(your issue of December 8th), it will be seen that the 
dividend position is made even more clear, both by 
the wording used to describe net dividends and by 
the. sub-division of the tax payable on the year's 
earnings to show, firstly the amount (and rate) of the 
income tax deducted on payment of. dividends (in 
respect of which deduction. the company acts merely as 
tax collector as tn the case of P. A. HEI and, secondly, 
the amount of profits tax payable — in this case by the 
company without recqvery -in . respect of. the 
dividendepaid, In our view, such a division of taxation 
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on the earnings of the year should: have been a. 
requirement of the Companies Act and should 
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p enn for Cheque Payments ` 
Sm, - After reading the considerable Geng 


"certainly be shown. in all published accounts... If... on this subject i in your journal. during the 


shown, it might even help to secure that long-delayed 


withdrawal (or at least a reduction in the rate) of an 
impost which was applied by Parliament, purely for 
political reasons and: which reacts.very unfavourably 
against maintaining a proper balance of company 
finance between risk and other forms of capital. It 
also makes it necessary" for. -companies to charge more 
for their products than they otherwise would, due to 


the need both to provide for a.reasonable return on. 
risk capital and for retention in the business, after . 
{ taxation, of a reasonable sum, not only for replacement b 


of assets — at current values — but, also for adding to 
assets — that is, improving’ and expanding thé 
business — to a reasonablé extent without recourse to 


raising additional (new) capital, for a proper return - 


“en which, again, provision must be made in deter- 

prices. I am aware that this is a constant bone 
P contention between industry and the Government, 
but it is an obvious major factor in creating inflation. 
Anything, therefore, that companies ~ and auditors — 


‘can do to give continuous prominence to it is, in our ^ 


‘view, of considerable value. 
: Yours faithfully, - 
| N. K. MOUSLEY, 


Birmingham, 1. 


Chairman, 
_ CHARLES WINN, & Co e UC 


of last year, We decided to approach our. Sen 
in the hope that they Would be prepared to do without 
a receipt.for future cheque: .payments. 


Although we Have been fairly ‘successful. in this. 


direction’ it would appear front-the replies we have 
had that the smaller retailers.are not prepared to do 
without a'/receipt because it is required by the auditor, 
or at least must have their Statement returned and 
noted, for audit purposes. . 

Judging from the above it seems that it may be 
'ecoming more common, when big püblic companies 
are settling - their accounts, not to request a receipt 


' of any kirid, but the smaller shopkeeper sull réquires 


one for his auditor. 
"As T understand the practice of giving receipts on 
settlement of accounts by cheque is often not 


followed in continental countries, is their any reason 


why it should not apply in the United Kingdom? : 


Will the Bill proposed to make amendments of the ` 


law relating to. cheques make the giving of receipta 
uni ? 

I would be interested to. oe the views ST ex- 
perience of any members on this subject. - | 


; Cases MES 


A fll report f th cases sumanarized in this clown wil be pb mith Notes on the Judgments, 
in the ‘Annotated Tax Cases’. TEMPE 


e CIR. v. ` 
[London Investment & Mortgage Co Ltd 
In the Court of Appeal - December 6th, 1956 
| (Before; THE MASTER OF THE Rotis (Lord. EVERSHED), | 
— Lord Justice Brrxerr and Lord Justice ROMER) 
Income Tax ~ War damage- Value payment — Pro- 
perty-dealing company ~ Whether value payment a 
receipt of trade - War Risks Insurance Act, 1939, 
Section 96 —War Damage Act, 1943, Sections, 66, II3 
- War Damage (Public Un Geer étc.) Act, 
1949, Section 28.. . ` 
Thé ‘company “carried. on [bones as a property- 
dealer. During. the war, some pf its buildings ‘were 
damaged: or destroyed. “by enemy action, and value 
payments weré received - -by ‘the: company.: under 
. Section 7 of the: War Damage Act, 1943. 


The ; Special. Cornmissioners décided that the value 
were trading receipts of the company. They ` 


pa 

also decided. that, : where the company spent- money: 
on. repairs or. rebuilding, i it was-not liable to include 
tbe ivàülue. payinents , as receipts, bit’ should deduct 
them. froin the. amounts expended nS | Ven: 


- Vehicles operated under ‘A’ licence — 


rw sHéld, that the sunr in 
z Held, that: the value: payments were trading- receipts; S'expense and Vus therefore not deductible. ~ 


and that they | ere not i be deducted from amounts 


SEN on repairs and rebuilding. 
Annis &'Co Ltd v. Pyrah | 


E ET 


 " [n the Court of Appeal - — December rath; 1956 


(Before THE Master Or THE ROLLS (Lord "EVERSHED), 
Lord Justice Birger and Lord Justice ROMER) 
Income tax — Deduction in Cer trading profits ~ 


to use 
additional vehicles — Application dim Whether costs 
of application deductible — Income Tax Act, 1952, 


Section I37 (a). 


"The company cartied on business as a road haulier, 


and for that purpose it held^an *A' licence under the 
-Road and-Rail Traffic. Act; 1933. The company 
applied to the ‘Transport. Tribunal for a variation of 
the_ licence, so.as to enable the company to..use 


additional vehicles, but the application was refused. 
The company incurred expenses of £1,272 in con- 


nection with the application, and; claimed’ to" be 
“entitled to deduct that sum in computing its profits 
“The ‘company’s contertioh: .was 


for “tax. purposes. 
-accepted by the General Commigsionera, $ — 


gee 


question. was a ep vi 
. fa 


cC 
t ` 


` 
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THE ASSOCIATION OF . — 
CERTIFIED AND CORPORATE ACCOUNTANTS ` 
— Statement of the Council on the Scheme of Integration between 


the Institutes of Chartered Accountants and | 
The Society of Incorporated Accountants 


1. On November 30th, 1955, the Council of the 
Association was informed by the President of the 
English Institute that discussions were proceeding for 
a scheme of integration between the English Institute 
and the Society. The communication, which was 
addressed to our President, was in strict confidence to 
the members of the Council only, and it indicated in 
broad outline the basis of the proposals under 
discussion. 

2. The Council carefully considered what effect 
proposals of this kind, if carried through, would have 
on the profession in general and upon the position of 
the Association as one of the recognized bodies in the 
profession, and whether there was any action the 
Council could usefully take. The Council reached 
the conclusion there was not. 

3. The. scheme now published does not differ 
materially from the outline given in the communication 
of November 1955, except that the Scottish and Irish 
Institutes were subsequently brought within its scope. 

4. Other than the letter above referred .to, no 
approach was made to the Council during the formula- 
tion of the details of the scheme: nor did the Council 
itself make any approach. 

s. The Council has again considered the whole 


matter in the light of the detailed scheme now pub- 


lished and is of opinion that at the present time there 
is no action it can properly take in what is primarily a 
domestic matter between the other bodies concerned. 

6. The Association has a substantial number of 
members not engaged in public accountancy either as 
principals or as employees, many of whom have neither 
served under articles nor been trained in the office of 
a practising accountant. The general pattern of its 
membership therefore differs considerably from that 
of the Society and proposals on the lines of the intended 
scheme, if made to the Association, would conse- 
quently have a very different incidence. 

7. The Council is not insensible of the fact that such 
a scheme would offer some attractions to practising 
members, and also — though to a less extent — to those 
non-practising members who were articled or trained 
in the office of a practising accountant. 

8. But it would at the same time put a large number 
of members of the Association engaged in industry and 
commerce or in the service of public and local authori- 
ties in danger of becoming regarded by designation as 
under-qualified members of the profession, however 
satisfactory their academic and other qualifications, 
their ability and their experience. The Association has 
always recognized the valuable contribution these 
members make to the general economy of the nation 
and the honourable part they play in the profession, 
and the Council cannot be less solicitous of their 
interests ‘than those of practising members. In this 
respect the’ Association takes note of the appreciable 

i 


number of non-practising accountants who are mem- 
bers of the three Institutes and the Society. 

9. It is important also to understand that the appli- 
cation of such a scheme to the Association would 
necessarily involve the abandonment of the principle 
upon which the whole of the Association’s existence 
has so far been based, namely, that admission to the 
profession should not be limited to those who serve 
articles to a practising accountant, but should also be 
open to those who prove themselves by examination and 
who are employed by such accountant or wish to make 
a career as qualified accountants in the field of industry 
and commerce or with public and local authorities. 

IO. It is difficult to assess the cémsequences of the 
scheme, if implemented, but it need not be assumed 
that these will necessarily be adverse to the status of 
the Association as one of the recognized professional 
accountancy bodies, enjoying a parity of status which 
is embodied in many public and private Acts of Parlia- 
ment and statutory instruments and is recognized by , 
Government departments, by the leading répresenta- 
Gees of industry and commerce and by the Institutes 
and the Society themselves. The Association will 
continue to be the avenue of entry into the profession 
by examination and approved accountancy experience, 
whether obtained in public practice or in industry and 
cominerce or with public or local authorities. 

11. The Council has no reason to expect that, if the 
scheme is carried through, it would impair the close 
co-operation between the recognized bodies on matters. 
of common interest to the profession which has sub- 
sisted for a number of years through joint committees 
and otherwise. The Council doés not regard the pro- 
posed establishment of a joint standing committee of - 
the English, Scottish and Irish Institutes as being 
intended to replace the existing joint committees of 
which the Association is a member, and which have 
become the established channels of communication 
with Government departments, and of representations 
generally on questions affecting the profession. 

12. In this connection, the Council feels that there 
may be confusion in the minds of some members as. to 
the functions of the Co-ordinating Committee, owing 
to its somewhat imprecise title. This committee, which 
consists of representatives of all the recognized bodies, 
was brought into existence in 1946 for the purpose of 
considering the promotion of legislation for the regu- 
lation of the profession. Unhappily, as members know," 
after prolonged endeavours, the committee failed to 
reach agreement for the promotion of legislation, but 
agreed to make representations to the Government for 
the amendment of Section, 161 of the Companies Act 
as regards the audit of companies. 'T'he committee con- 
cerned itself with certain aspects of the absorption 
proposals because they were related tó both the ques- 
tion of promotion of legislation and amendment of the 
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Companies Act. Questions arising between the Insti- 

tute and the Society, such às the present question of 

SP dp do not come within the terms of reference 
f the Co-ordinating Committee. 

13. The Council concludes by.emphasizing that this 
scheme is one for partial integration of the profession. 
It reduces by one the number of recognized account- 
ancy bodies in this country: to this extent it may serve 
to simplify the structure. of the profession: But the 
scheme is not an acceptable substitute for the statutory 
regulation of the profession — it will do nothing to curb 
the activities of the miscellaneous assortment of un- 
qualified persons, of very varying degrees of com- 
petence and incompetence, who are at present free to 
hold themselves out as practising accountants. A con- 

Lsolidation scheme is primarily in the interests of the 
profession itself. Only statutory regulation of the 
profession can protect both the public and the profes- 
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sion from the quack and the. unqualified. Statutory 
regulation has been, is, and will remain until achieved, 
one of the prime objectives of the Association, which 
objective it will pursue with every endeavour and 
resource that time and circumstances may permit. 

14. In seeking to assess the consequences of a 
scheme of this kind, however, there are obviously many 
points upon which there is room for more than one 
view and the Council would like to have the benefit of 
as wide an expression of opinion as is practicable from 
members. A meeting of district society representatives 
is being called in London for Friday, February 8th, 
1957, and in areas where district society meetings have 
not already been arranged or held the local officers may 
think it desirable to give members an opportunity of 


discussion. 
' Avan C. S. MEYNELL, 


January 22nd, 1957. President. 


LONDON AND DISTRICT SOCIETY OF 
‘CHARTERED ACCOUNTANTS 


! Dean of Westminster addresses Luncheon Meeting 


The London and District Society of Chartered 
Accountants held a luncheon on January 21st at the 
‘Connaught Rooms, Great Queen Street, London. 
Mr W. E. Parker, C.B.E., F.C.A., of the 
Ee presided, and the guest speaker was The Very 
"Rev:-A. C. Don, K.c.v.0., D.D., Dean of Westminster. 
Introducing Dr Don, Mr Parker said that over the 
Medi they had been privileged to have as their guests 
ed men from many different walks of 
life but he thought that was the first time — at any 
rate for a long while— that they had had as their 
principal guest a distinguished representative of the 
‘greatest vocation of all.  - 


DR DON'S ADDRESS 


Mr President, ladies and gentlemen, I am very grate- 
ful for the kind things said about me. I am certainly 
not a man of business although it is quite true that for 
about eighteen months I sat on a stool in the office of a 
jute-manufacturing firm in Dundee, with which my 
family had been long connected; but after that time I 
decided that it was not in my line and so I came over 
the border and eventually found myself in Holy 
Orders. I am not, however, a Church of England man, 
nor am I a Presbyterian; I am a Scottish Episcopalian. 

That reminds me of a little rhyme which was 
brought to my memory one day last week when I was 
travelling to Oxford. I was sitting alone in a carriage 
when a lady entered and said, ‘Are you Dr Don? Can 
you tell me that rhyme about the Presbyterians and the 
Episcopalians?” 

Now, in the old days those two classes were not on 
very friendly terms, I regret to say. The Presbyterians 
used to scoff at the habit of the Episcopalians of 
kneeling for prayer and they would shout at them in 
the streets ‘Pisky, Pisky, say Amen, doon on your knees 
and up again’, whereupon the Episcopalians would 
retort — with reference to the question in the Shorter 
Catechism, ‘What is the chief end of man?’ — —“Presby, 
Presby, dinna bend; sit ye doon on man’s EUM end'. 
(Laughter). 


Prayers in the House of Commons 


When I was thinking what on earth I should say to a 
meeting of Chartered Accountants, it occurred to me 
that you might be interested to hear what occurs in 
the House of Commons when the chaplain to the 
Speaker says prayers, because none of you would be 


'admitted to that ceremony, which is confined to 


members of the House. 

I had the honour to be chaplain to the Speaker for 
some years at a salary of £400 a year paid by the 
State, which moves me to interject a reminder to you 
that none of the clergy of the Church of England is 
paid by the State except people like chaplains to the 
Speaker and the Forces. ‘That is not always understood 
by the man in the street; many think that we are all 
paid out of the taxpayer's money. 

What happens? The chaplain to the Speaker goes 
down to the House about half an hour before the 
sitting is to commence and puts on some almost-but- 
not-quite medieval costume, including a three- 
cornered hat and breeches -which date from about 
the period of the Commonwealth — and buckled shoes. 
He then presents himself at the Speaker's Office a. few 
minutes before the sitting commences. He is then: 
joined by the Sergeant-at-arms, afterwards comes the 
Speaker and we march into the House through the 


Central Lobby and as soon as we get into the House 


we start to bow; we bow at the Bar; we bow at the. 
gangway; we bow to one another. 

The chaplain commences by reciting the 67th 
Psalm, the members present facing inwards. After the 
Psalm, he says ‘Let us pray’ and all the members turn 
outwards. They used, I suppose, to pray into their top 
hats as our grandfathers did years ago, but they do not 
carry top hats now and so they just turn outwards. 


An Interesting Old Prayer 


After the Lord's Prayer and a Collect. there. is an 


interesting old prayer which is said every day in the 
House of Commons. I am going to read it to you 
because I do not suppose you have heard' it; it dates 


Li 
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dd an exeeedingly good.prayer. and is:as follows: 


` Almighty" God: by whom alone: Kings pion and 
'rPrinces decree justice; and from: whom alone cometh ell 
ee li eei SCENE D Thine ee eta 
gathered together in Thy.Name, do most 
- Ee ci Thee to send down’ Thy Heavenly Wisdom 
-from above, to. direct and guide ‘usin all our consult- 
ations. ‘And grant that, we ‘having Thy fear always before 
* ‘our eyes, and‘ laying aside all private ‘interests, prejudices, 
and partial affections, the result of all our counsels may 
be to the glory of Thy blessed Name, the maintenancé' of 
true religion and justice, the safety, honour and 
s  Bappiness of the Queen, the public wealth, peace, and 
. 'tran ity of the Realm, and the uniting and knitting 
.- toge E 
= s8ame, in true Christian love.and charity one towards 
rn through Jesus Christ our Lord and Savioür. 


That is a very fine old prayer, ‘full of all'the right 
sentiments. . 

There is a story which is told when somebody asks 
what the chaplain does. The reply is that he goes 


' “into the House, looks at the members and prays for the 


‘country. (Laughter). . 
Still, I suggest that it is a ety SE fact, which 


- I think merits consideration, that both the House of 


| been going on for at least 200 years. 


Lords and the House of Commons, every day, start 
‘their sittings with that particular : prayer, and that: has 


[M 


Example followed in Colonial Parliaments 


SE personally should regret it- and I am sure the 


Pn 


Speaker and a very large number.of members would — 


` if the old customi of starting the business of the day 


with ‘prayer veré to cease, and one is glad to see that 


, in some of thé new Parliaments that have been set up 


in. various ‘parts of the Commonwealth and the 


'; Colonies in. recent times, the habit of introducing a 


prayer of some kind at the beginning of a session has 
been followed. 

It goes to show, i hank diat carclobp qe en any OF te 
may be on.the subject of religion, we are still au fond, 
I died Go most A EE people in 


-Notes dnd Notices 


PERSONAL ` i 


"Missus E; A: Raprorp, Epwarps & Co, Chartered 
Accountants, of 52 Brown Street, Manchester, 2; 


' announce that as from February rst, 1957, Mr A. T. 


Down, B.8C., A.C.A., who served his articles with the 
firn, has been admitted as a- partner. The practice will 
continue to-be carried on under the same style, and 
the address will remain unchanged. 


Messrs Bongen PARKINSON & Co, Chartered Ac-: 
` countants, of 61 Queen Street, Newton Abbot, Devon, 


announce that as from January rst, 1957, Mr Tom 
‘HILTON FISH, A.C.A., has been admitted a partner. The 


style of the firm remains unchanged. 


Messrs SINGLETON; CARTER & Co, Incorporated 


Accountants, of 23 King Street, Nottingham, announce . 


that Mr F. C. PENDLETON; A.8.A.A., who, has been 


7 with the firm for a number of years, has been admitted 


into partnership as from: January, 1st, 1957.. ur Pd 
of the firm remains unchanged. ie 
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probably from the:period of:the Commonwealth. It : 
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the world.: There is; more latent Christianity among us 


"than in any other country and long may: it.be so, ; One 
and “hopes that in. course of time’ that ray not: 


Jatent but may come to the surface, because orie feels 
that in these days —when the world ib. in such a fright- 
ful mess — the only:thing that is going. to’ bring us into 
the-ways of righteousness, and peace is Chat we should 


-have-some real standard: of moral conduct by which to 


try to regulate our activities and that I believe we can 
only get if we neve a religious basis t to our moral 


system: - 
A Fallacy Exploded ` 


- I have been extremely fortunate since I te n 
: London. twenty-five years ago. I had spent ten years 


in Dundee in charge of the. Cathedral there and. by an 
extraordinary’ series of accidents, as one might say, Ii 
came south to be; chaplain to. the Archbishop of 
Canterbury, Dr Lang, and in that connection I will 
give you a bit of information. In the old days one 
of the commonest things which were ‘thrown’ at the 
Archbishop was that he had an income of £15,000 a 
year. That is true. That is. the money handed. to him 
by the. Ecclesiastical Commissioners ever since, almost 
120 years ago, they took-over the estates and so on of 


- the Archbishopric and in lieu gave him £15,000 a year. 


In the early days that was amply sufficient, but when 
I was with Dr Lang he never was able to save one 
single penny. He went into retirement with nothing of 
his own except a life assurance policy of £9,000. The 
situation was saved for him by an old friend, who was 
devoted to him. He had some money tied up in this 
country during the war and he wrote to the Arch- 


bishóp and offered to give him 15,000 to spend 


during his remaining years. That put him on his feet. 

That may explode one fallacy which used to be 
commonly thrown up against him, that he was a 
wealthy.man with £15,000 a year. . 

I am afraid I have been rambling on, but I thought 
you might be interested to hear something about the 
procedure in the House of Commons and the duties of 
the Speaker's chaplain. (Applause). 

On the motion of the chairman a cordial vote of 
thanks was passed to Dr Don amid renewed applause. 


. Mn H. C. BANTING, incorporated Accountant, of 
453A High Road, Wembley, announces that as from 
January 1st,.1957, he has taken into partnership Mr 


Joun C. WinGER, 4.8.4.4. The name of the firm will be 


BANTING, WipGER & Co, Incorporated Accountants. 

LESLIE MELVILLE & Co, now at Winchester 
House, 19 Bedford Row, London, WC», announce that 
Mr MARTIN WALTERS, A.C.A., who has been associated 
with the practice for some time, has been admitted 
into partnership as from January 7th, 1957. ` 


PROFESSIONAL. NOTES l 
Mr R. S. Helliwell, M.A., A.C.A., formerly assistant 


. accountant of Simon-Carves Ltd, has been appointed 


secretary of the company following the resignation of 
Mr J. R. Arundale, owing to ill health. 
Mr G. C. Mott, A.4.C.C.A., financial controller of 


Philips Electrical Ltd, has been appointed ‘a director of 
. :the company as from J anuary Ist. , 


d 
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Mr Reginald J: Hayward, F. CA. has been. elected ` 
ee Commoner and: : of the. City Lands 
GC of E E of: London for the ; 


Zen 3 Parc DH Wé ze - 
H es 


us Me? LL "UL. Golden; FAS, fads :been. appointed a 
SE of Melso Fabrics Ltd as fróm February 4th. 


“Mr Vernon Gregg, A:8.4.4., has been appointed an 


d E Geer of. Townsend Ferries and. Supping.. 
= Lt diis: D E 


OFFICIAL RECEIVER APPOINTMENTS: 
The Board of Trade have announced that as from 


: January 218t, Mr William Henry Meredith has been 


appointed Official Receiver for the Manchester Bank- 
‘ruptcy District and for the Bankruptcy District of the 


- "Courts: at Hanley and Stoke-on-Trent, Crewe, Nant- ` 


we 


‘wich, Macclesfield, Stafford, SES and New- 


town. 

They have also pannuni fiat as from January 16th 
Mr A. H. Horler has been appointed Official Receiver 
for the Bankruptcy District of the County Court of 


Southampton, Bournemouth and ‘Winchester; the 
'? Bankruptcy District of the County Court of Ports- 


"mouth, Newport and Ryde and the Bankruptcy District 
~of the County Court of Salisbury, Dorchester and 
"EES 
IN PARLIAMENT 
Waces: PAYMENT BY CHEQUE _ 

Mr Ler asked the Minister of Labour if he will give 
Es assurance that no Government legislation will be 

uced to amend the Truck Acts to make ppesible 
the payment of wages by cheque. 

Mr. Iain Macron: As the hon. Member ‘knows, 
my right hon. friend the Prime Minister arid I have 
given some attention to this matter. I have recently ` 
discussed it with the National Joint Advisory Council, 
and I am considering, with my colleagues, the views 
expressed by both sides of industry. 

Mr Lre: Would the Minister agree that, to introduce 
a system of this type without making any sort of 
arrangements as to how cheques could, in fact, be 
utilized by local grocers and the like — to say nothing 
about complications of a domestic nature which may 
well arise — would not be a good thing at this particular 


` time and would he bear in mind that a very large section 


of organized labour would not like to see such a 
development take place? - 

Mna MacLson: With respect, I think that the hon. 
gentleman is chasing the wrong hare, because ever since 
183r it has been possible under the Truck Acts, with 


always be preserved —to pay wages by cheque. It is 
only alterations in the banking structure that has made 
the Truck Acts inoperable. But of course I will take 
very carefully into account the views put to me, some 


very forcibly, by mE union representatives at my 


meeting. 

Mr Lee: Then can I ask the Minister whether he 
would now guarantee that before contemplating any. 
such introduction he would make the most minute 
investigations in order to find out whether the workers 
in industry would welcome this arrangement or not? 

Mr MacrEOD: I certainly should not contemplate - 
bringing.in any Government legislation until the very + 
fullest consultations bad taken place. H 


Hansard, Jan. 29th, 1957. Oral Answérs. Col; B45. 
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: Law Debating Society. - 


Lewis 
by February 25th. 
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“otis CD QCÍINCOMEGTAX.. conl Poon, 
we ‘Stevend asked: the Chancellor :of the «Exchequer 
: what would: be the. current estimated -effect; on the 
. Revenue of permitting husband: and wife-to.be treated 


as separate persons for tax. purposes on the-basis:that 
"tlie aggregate. of their. joint incomes is: deemed to be 
'eqüally divided between thei; and what would be the 


‘current estimated effect on the Revenue of the adoption 


| of the quotient system ‘as used ‘in the French tax code. 


Mr PowgLL: The estimated loss in income tax and 


“surtax through treating husband and wife.as two 


separate persons, each:with one-half of the joint income 
would be about £185 million; while the cost of adopting 
the quetient system would be about £170 million. This 


“assumes that the wife's earned income relief and 
. reduced fate reliefs on ber earned income would be 


withdrawn. 
Hansard, Feb. 4th, 1957. Written Answers. Col. 29. 


BURNLEY BRANCH CHARTERED. 
^ ACCOUNTANTS’ SOCIETY 


The ninth: annual meeting of the Burnley Branch 
Chartered Accountants’ Society was held at The 
Empress Hotel, Burnley on Friday, January 25th. 

The honorary secretary reported on the activities 
during the past year and the committee was unani- 
mously. re-appointed ren bloc. Mr T. Thornton, F.c.a., 
was appointed chairman of the Branch, and Mr S. 
Marchbank, A.C.A., of 117 Colne Road, Burnley, was 
appointed honorary secretary. 

At the dinner which follqwed the meeting, the guests 
áncluded Mr J. Howard Bell, B,A., F.c.a., President of 
the Manchester Society of Chartered: "Accoüntarits; 
Mr J. V. Eastwood, F.c:a., Hon. Secretary of the Man- 


chester Society; Mr J. Murray, B.A.; H.M. Inspector of 


"Taxes; Mr E H. Walsh; Soa, Chairman. of the North 
Lancashire Branch of the Manchester Society; and Mr 
J. H. Sutcliffe, President of the jurnley and District 


- 


LIVERPOOL AND MANCHESTER 
. STUDENTS’ RESIDENTIAL COURSES 


The education and joint tuition committees of the 
Liverpool and Manchester Societies of Chartered 
Accountants are holding their sixteenth joint residential 
course for students at Burton Manor, Burton, Wirral, 
from Friday, March rech to Friday, March 22nd. 
Previously courses have lasted for five days, but this 
year it has been decided to extend the time to seven 
full days so as to allow some subjects to be covered 


the consent of the worker — which, of course, would eg Sch 


The courses are open to both Intermediate and Final 


- students who are in the offices of members of the 
` Institute within the areas of the Liverpool and Man- 


chester Societies. Vacancies for the sixty places avail- 
able will be allocated 80 far as possible equally between 
the two areas. 

A comprehensive programme kas been arranged, 
and as in previous years, the emphasis of the courses 
will be upon the.group discussions following the lec- 
tures. The charge to students will be £11 ros, com- 
prising £6 15s for board and accommodation. and 
‘£4 15s for lectures.. `: 

- Applications to attend the course should be sent to 
* Miss B. M. Noon; a.c.a:, clo Messrs Harmood Banner, 

& Mounsey,-24- North nn Street, EID 2, 
iS t DETO: e S d 
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CHARTERED ACCOUNTANTS’ HOCKEY . 
CLUB 


A Chartered. Accountants’ XI will be.playing the 
Enquiry Branch of the Inland Revenue at the Inland 
Revenue Sports Ground, Grove Park, Kent, on 
March 17th, at 3 p.m. The Chairman of the Board of 
Inland Revenue and H.M. Chief Inspector of Taxes 
are expected to be present at the game. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


PRE-INTERMEDIATE RESIDENTIAL COURSE 
The Chartered Accountant Students! Society of 
London has arranged a week-end course at University 
College, Oxford, from Friday afternoon, April 5th, to 
Sunday afternoon, April 7th, suitable for first-year 
articled clerks. The course is an innovation and will 
be modelled on the Students’ Society's September 
residential courses which have proved of great value 
to students in the later stages of their training. All 


. Student members of the society are eligible, but the 


course is intended primarily for those in the first year 
of articles. 

Each lecture will be followed by discussion in groups 
and then by a final meeting with the lecturer at the end 
of the day. The object of the course is not only to give 
basic knowledge, but also to provide opportunities in 
the discussions for the development of clear thinking 
and expression. The programme will be as follows: 
Friday afternoon: ‘How to study’, by Mr R. J. Carter, 

B.COM., F.C.A., Secretary of the Students’ Society. 
Saturday morning: ‘A review of business professions’, by 

Major W. G. M. Spens, M.B.E., B.A., Darrister-at-Law. 
Saturday afternoon: 'How and why businesses work’, by 
^ Sir Arnold Plant, B.5Cc.(ECON.), B.COM., Sir Ernest Cassel 

Professor of Commerce, University of London. 

Sunday morning: Service in College Cha 
‘Sources of professional information outside text- 
books’, by Mr Douglas A. Clarke, LL.B., F.C.A., a member 
of the Council of the Institute. 

The fee, which covers all meals, transport to and 
from Oxford and accommodation throughout the 
course will be £3 10s and should be paid on application. 
As accommodation is limited to 114 members, students 


interested in attending the course should write to the. 


Secretary of the Society as early as possible; the last 
date for the receipt of applications is February 28th. 


. Next Wrer’s MEETINGS 

The following meetings of the Society will be held 

during next week: 

Monday, 5.30 p.m., at the Institute: Lecture on "The re- 
a tion of office and accounting systems’, by Mr 

. W. Bosworth, A.c.4. Chairman: Sir Harold Howitt, 
A B.E., D.S.0., M.C., F.C.A. (Vice-President of the Students’ 
Society). 
6.r5 p.m., at Luton: Lecture on ‘Branch accounts’, by 
Mr P. E. Harris, A.S.A.A, 

Wednesday, 5.30 p.m. at the Institute: Debate on the 
motion “This house believes there is great merit in our 
system of articles’. 
` Rugby Football match v. Incorporated Students. 


Thursday, 5.15 p.m., at the Institute: Introductory course 


9 


EM on “The conduct of a typical case in the courts’, 
J. R. Phillips, Barrister-at-Law. 
Fridays Visit to the Royal Mint (limited number). 


5.Y 5 .m., at the Institute: Introductory course lectures 
on (1) ‘ rds leading to the items in final accounts’, by 
Mr F. R. Porter, F.C.A., A.C.W.A., and (2) ‘Partnership 


law’, by Mr P. W. Medd, Barrister-at-Law. : 
Saturday: Badminton match v. King's College. l 
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THE INSTITUTE OF.COST AND WORKS © 


ACCOUNTANTS ` 
DUBLIN AND DISTRICT BRANCH `: 


The Dublin and District Branch of The Institute of 
Cost and Works Accountants held a dinner on January 
1gth, at The Royal Hibernian Hotel, Dublin, with 
Mr T. J. Murphy, a.c.w.a., the Branch President, in 
the chair. The principal speaker was Mr Liam Cosgrave 
Minister for External Affairs, and amongst the distin- 
guished company present were the President of the 
Institute, Mr Ian T. Morrow, C.A., F.C.W.A., the 
Director, Mr Stanley J. D. Berger, M.C., F.c.L8., and 
the Lord Mayor of Dublin, the Rt. Hon. R. Briscoe. 
The various professional and kindred bodies in Ireland 
were represented. 


The Minister, responding to the toast ‘Prosperity tò, A 


Ireland', proposed by Mr Berger, said that Ireland 
was now faced with the problem of joining or not 
joining the European Free Trade Area, comprising 
up to 250 million people. A memorandum on the sub- 
ject was about to be distributed by the appropriate 
Ministers to the Federation of Irish Manufacturers, 
the trade unions and other bodies. 

' would ask “you all to study this matter closely’ , said 
the Minister, ‘to evaluate odi the pros and cons 
of joining the area, with particular regard to your own 
businesses and industries, and to make known your 
views to the Government as soon as possible.' 
Continuing, Mr Cosgrave said that from its inception 

the Irish Diplomatic Service had been trade conscious, 
and that at all its offices, at home and abroad, his depart- 


ment was doing everything in its power to.increase 


]rish trade. 


Other speakers were the Lord Mayor of Dublin; 


Mr T. F. Laurie; Mr Ian T. Morrow; and Mr T. J. 
Murphy. 


BRITISH INSTITUTE OF MANAGEMENT 


The annual retail management conference organized 
by the British Institute of Management will be held 
at Eastbourne from March sth~7th. The general 
theme of the conference will be ‘Planning for progress 
in retailing’, with particular reference to design, 
merchandising, research into potential markets, wage 
structure, and management training. Ont of the 
papers will be given by Mr H. C. Boundy, A.C.A., 
director and Secretary of Bentalls Ltd, whose subject 
will be ‘Planning the buying policy’ 

The conference fee, excluding accommodation and 
meals, is £7. Application forms and further infor- 
mation may be obtained from the Conference Secre- 
tary, The British Institute of Management, Manage- 
ment House, 8 Hill Street, London, Wr. 


INDUSTRIAL CO-PARTNERSHIP 
ASSOCIATION 


The twenty-seventh summer conference of the 
Industrial Co-partnership Association will be held at 
St Hugh's College, Oxford, from July 12th to 15th. 
The conference will consider the measures 
industry to create and maintain a spirit'of partnership 
between managers and employees. The residential fee 
will be ro guineas and the non-residential fee, 7 
guineas. Readers who are interested in attending 
course should write to Mr I. S. Ramsey, Secretary, 
Industrial Co-partnership Association, 36 Victoria 
Street, London, SWT. 
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THE LEEDS, BRADFORD AND DISTRICT 
SOCIETY OF CHARTERED ACCOUNTANTS 


. Members of the Leeds, Bradford and District Society 
of Chartered Accountants -are reminded that the 
lecture to be delivered by Mr T. A. Hamilton Baynes, 
M.A., F.C.A., on ‘Pensions for the self-employed’, will 
be given at The Victoria Hotel, Bradford, at 6.15 p.m. 
on February irth, and not-on February 12th, as 
previously announced. 


COURSES ON GOMPUTERS 

A special evening course of six lectures on the use of 
computers in the field of accountancy and banking 
has been arranged by the School of Commerce of 
The Polytechnic, Regent Street, London. The course 
‘commences on Thursday, F ebruary 28th, and lectures 
will be held each Thursday evening from 7 to 8.30 
p.m. until April 4th. 

Among the: subjects to be considered are “Fhe 
evolution of computing’; ‘Reorganization for - auto- 
matic equipment’, by Mr D. W. Hooper, M.A., A.C.A., 
chief accountant of the National Coal Board; ‘Selection 
of computing equipment’; ‘Application of automatic 
techniques to sales, cost and general accountancy’. 

Enrolment forms for the course, the fee for which is 
11s including the registration fee, may be obtained from 
the Head of the School of Commerce, Polytechnic 
Extension, Little ‘Titchfield Street, London, Wr. 


EUROPEAN COMPUTER CENTRE 

An electronic computer centre, known as Univac 

Europe, has been set up at the Battelle Institute, 

‘Germany. A special wing has been ‘added 

to the Battelle Institute to house the Univac 1 ‘digital 

computer which can be hired on an hourly or ‘complete 

job’ basis. Business inquiries in the United Kingdom 

. about the centre are being dealt with by the Electronics 

Division of Remington Rand Ltd, at 1-19 New Oxford 
Street, London, WCr. 

The company has also arranged a number of 
computer courses during 1957, which will include visits 
to the centre at Frankfurt. Among the courses are 
special computer sessions of one or two days, with an 
optional day at Frankfurt; senior executive courses of 
seven days in London and three days in Frankfurt; 

. and junior executive courses of six days in London 
and three days in Frankfurt. Fees for the courses will 
be £4 4s per day, including computer time, stationery, 
unch and refreshments, but excluding fares and hotel 
expenses. 

EXPANDING PRODUCTION OF LEO II 


Leo Computers Ltd, makers of the famous LEO 
automatic office, have now completed their move to 
new premises at North Acton, London, This change 
has been made necessary to meet the demand for their 
new model, Leo rr, the prototype of which is now in 
operation at Cadby Hall. 

LEO II, like the earlier model, has been designed 
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especially for clerical work. Whilst it incorporates the 
fundamental design of LEO r- the. soundness of 
which has been proved by three years’ continuous 
operation on a large variety of clerical tasks and by 
five years on mathematical work — it includes many 
improvements evolved as a result of. this practical 
experience, 


FRANCES WOOD MEMORIAL PRIZE 


The Council of the Royal Statistical Society is offering 
the Frances Wood Memorial Prize of 50 guineas for 
competition in 1957. The prize, for which accountants 
are eligible, will be made for the best investigation on 
statistical lines of any problem, chosen by the com- 
petitor, which bears directly or indirectly upon econo- 
mic or social conditions. 

The ruling may be interpreted widely and might, 
for example, concern housing, distribution, food pro- 
duction; education, conditions of work, output, wages 
or expenditure. The investigation should be made 
from material obtained by original observation or 
analysis carried out in the course of the competitor’s 
ordinary work or special research; the treatment must 
be mainly statistical. Essays should contain between 
5,000 and 10,000 words and must be submitted not 
later than September 30th, 1957. 

' Further details of the competition may be obtained 
from the honorary secretaries of the Royal Statistical 
Society, 21 Bentinck Street, London, W1. 


WAR DAMAGE PAYMENTS 


During 1956 the War Damage Commission paid out 
£25 million compared with £27} million in the pre- 
vious year, and £32 million in 1954. The average 
amount of each claim paid was £1,520 compared with 
£1,070 in 1955 and £700 in 1954. Greater London’s 
share of the total was £15 million. 

The Commission paid 14,115 ‘cost of works’ claims 

for repairs and made 5,405 payments on account or a8 
instalments. The amount involved was £214 million 
of which about £34 million was for the repair and 
rebuilding of houses. Other principal items were: 
commercial buildings, £64 million; factories £34 
million; churches £31 million; shops £1} million. 
' Total war damage payments by the Commission 
now amount to £1,199 million in 4,698,000 separate 
payments. Contributions by property owners during 
and after the war amounted to nearly £200 million. 

The following details of amounts paid or agreed by 
the Commission up to December 31st, 1956, in respect 
of certain non-commercial buildings are of interest: 

- Inner Temple, £699,570; Middle Temple, £338 620; 
Guildhall, £407,301; Mercers Hall, £330,900; St rge’s 
Cathedral, Southwark, 213,065; Civic Centre, South- 

 ampton, £260,000; Guildhall, Portsmouth, £600,000; 

Municipal Building, “Plymouth, 138,636; ech David’s 


— Cathedral, £110,000; ventry Cathedral, 
1,050,923; Corn Exchange Buildings, Liverpool, 
511,200. 
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' LOCAL AUTHORITY SERVICES 


Details relating to welfare services, housing, children 
services and local health services during 1955-56 have 
been issued by The Institute of Municipal Treasurers 
and Accountants in conjunction with the Society of 
County 'Treasurers?. Each return contains statistics 
relating to services provided by local authorities in 
England and Wales. 


i WELFARE SERVICES 

The details set out in this return provide E EERE 
about income and expenditure of all local authorities 
on welfare services and give costs per week in different 
sizes of residential home, analysed under the main 
headings of cost. The total net expenditure falling on 
the rates in 1955—56 is shown to have amounted to 
nearly £154 million which was an increase of over 
£700,000 on the previous year's figure. 'lBé: total 
cost-was equivalent to a rate of 10°47d in the: £, an 
increase of o:29d over the previous year. The cost to 
EE 
£ at Merthyr Tydfil. 


HoustrzNG STATISTICS . 

This return gives the housing statistics for 1955—56 
of all the county boroughs, the London County Council, 

202.non-county boroughs, 169 urban districts, and 71 
rural districts. 'T'he authorities included in the return 
own over two million houses. New features this year 
are columns giving brief details of rent rebate schemes, 
contributions to the repairs account, expenditure of 
* the account, and the cost of supervision and manage- 

‘ment as amounts per dwelling. 

^: In a summary giving the average capital cost of 
m completed and the net rents charged at March 
31st, 1956, the lowest cost of two-bedroom houses is 
shown as £1,000 and the highest as £1,8i0 with rents 
ranging from 1os 3d to 39s 10d a week. The equivalent 
figures for three-bedroom houses are £1,074 and £2,000, 
with rents from 12s to 438 11d. 

During the year, the London County Council 
completed 4,948 houses and other dwellings, a de- 
crease of 3,710 on the total for the previous year. 
Birmingham heads the list of the county boroughs 
with 2,897’ dwellings built and is followed by Liver- 
pool with 2,548, Portsmouth with 2,111, and Stoke-on- 
Trent with 2,024. Of the non-county boroughs, 
Swindon’s total of 754 dwellings completed during the 
year is the highest. 

CHILDREN SERVICES STATISTICS . 
The seventh annual return on children services 
provides information about experiditure and the costs 


of maintenance of residential homes and nurseries. 
To enable a more detailed cost analysis to be shown, 


1 Welfare Services d phun A7 SP Children Services 
Statistica, 1955—56; Services Statistics, 
1955—56, 3$ each, post er Housing Statistics, 1955-56, 

op 6d post e Institute of Municipal Treasurers and 
Accountants, I Buckingham Place, London, SW1. 
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details are included for the first time of the percentage 
of accommodation occupied and the average cost per 
child week in reception homes. 





The net rate-borne expenditure per 1,000 population - 


on child care services in the year 1955-56, was £195 10$ 
as compared with £188 15s in the previous year. The 
total number of children in care at November 3oth, 
1955, was 62,884 as compared with 64,566 at the same 
date in 1954. 


LOCAL HEALTH Services STATISTICS 


This booklet, the seventh annual return, gives details 
of expenditure and costs of the services under the 
National Health Service Acts administered by local 
authorities in England and Wales for 1955-56. The 
return shows expenditure per 1,000 population for each 
part of the service and unit costs are given for some of 
the more important sections of the service; totals and 
averages for each type of authority and for all authorities 
are also shown. 


4 


Total net expenditure charged to rates increased 5 | 


from £20,988,020 in 1954-55 to £22,828,090 in ^" 


‘1955-56, which is equivalent to an increase from 


£474 23 to £513 14s in the cost per 1,000 population. | 


Of the county boroughs, Rotherham with 26'61d had - 
the highest equivalent charge on the rates and Bourne- : 
mouth, with 6-24d, the lowest; the figure for the 


London County Council was 9°73d. 


HIGHER INCOME GROUP 
FINANGES 


We regret that in the footnote to the leading article“ 


"Ihe Finances of the Higher Income Groups’ in the 
issue of January 26th, the reference to the Bulletin of 
the Oxford University Institute of Statistics was in- 
correctly given as Vol. 18, No. 1; it should have read 
Vol. 18, No. 4. 


SEVENTY-FIVE YEARS AGO 


FROM Ehe Ziceountamnt or FEBRUARY 11TH, 1882 

A leading article entitled 
l BANKRUPTCY LEGISLATION 

It is a somewhat curious fact that, notwithstanding 
the outcry which has been raised for many years past 
against the Bankruptcy Act, 1869, it has had a longer 
existence than any Bankruptcy Act within living 
memory. The principal Acts passed within that 


— period prior to 1869, are those of 1826, 1832, 1842, 


1849, 1854, and 1861. Their duration has consequently ` 


been six,'ten, seven, five, seven, and eight years 
respectively; while the Act of 1869, should it receive 
its coup de gráce in 1882, will have been in operation 
no less than thirteen years. Even allowing the 1849 
Act the whole of the period from its passing to the year 
1861—the Act of 1854 being only an amending Act— 
its existence does not equal that of the present Act, 
being only 12 years. 
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n M IHE INTEGRATION ISSUE 
ER . Si N Tuesday next, members of The Institute of Chartered 
Profite Be ER " Accountants in England and Wales meet in the Royal 

| Festival Hall, London, to take the first official step towards 


Accounting for Advance- 
ments in Intestacy 
by W. H. D. Winder, M.A., 
LL.M. 


accepting or rejecting the proposed integration scheme. In the two 
months which have elapsed since the scheme was announced, just 


w SC before Christmas, everyone has had ample time to air his views, 
eekly Notes 178 e i n er 
both orally at the informal meetings held by the district societies 
EE SE and in print in the correspondence columns of this journal and 
E EE of other publications. Many members have indeed done so but, 


judging from the written contributions to the controversy, it 
cannot be said that the overriding issue by which the scheme 
must stand or fall has been brought into clear relief. The approach, 


Special Meeting of Members 
of the Institute: Royal 
Festival Hall, February 19th 183 


EE 184 too often, has been from the purely personal standpoint. The 
Ree NR Sie larger aspect of the integration scheme has not been given 
oe z eA of Overseas adequate consideration. 
Sai i Mn e There are two ultimate questions which every member of the 
Dependent Relative Allow- Institute must surely ask himself before he votes one way or the 
ipe BEES s un other. The first of these is: Would the present standards implicit 
Accountants in England and in the term 'chartered accountant' be strengthened, maintained or 
W Special 5Ó——— diluted by the integration scheme if implemented? The second and 
ings of the Council T 193 corollary question is: Are the proposed arrangements for training 
Notes and Notices new entrants sufficient to ensure that the present standards of the 
The Institute of Chartered Institute wọuld be satisfactorily maintained in the future? There 
Wales Exemption isi e are many subsidiary questions which might be posed but, on 
Examination — Per- closer examination, nearly all of them would be found to have 
eee rd ce GE some bearing on this one main issue — the preservation of the 
Accountants in ` Ireland: present and future standing of the chartered accountant. 
Lord Bo District Society It is not easy to find the clear answer because, as so many of 
A COMER NDA. the letters which have come to this office indicate, sentiment and 
.countants: Change of Name self-interest often obstruct the completely objective outlook. To 
Mode c d be strictly impersonal on a matter which may affect one's pride, 
Blackpool and Fylde Chart- prejudices, and possibly pocket, calls for a degree of detachment 
ie CR quite out of the ordinary. The consequences of this particular 
The Chartered Accountant occasion are so far-reaching, however, that any member who does 
ae Mod nur not conscientiously record his vote is failing to accept his full 
. Executives - Accountancy and share of responsibility towards the Institute, the profession and - 
in the Office - D SE the public. The scheme is not an end in itself but may be inter- 
a M m cad Accounting = is as a Step ei EE ees -o 
: ek in this country. No one can deny that this wo esirable but 
o NC A 196 it can only be achieved by maintaining, at all intermediate stages, 
The Institute of Cost and continuity of existing standards. Whether or not the present 
Works Accountants scheme offers this immediate prospect is what the members of 
ple iren tions held 199 the Institute have now to decide. 
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PROFITS TAX 
DIRECTORS' CONTROLLING INTEREST 


N the directors of a company have a 
controlling interest in it, the incidence 
of profits tax is usually much harsher. 


Moreover, no allowance. is made for the fact that 
the control may be purely fortuitous, or held in a 
strictly fiduciary capacity. Since the expression 
‘controlling interest’ is not defined in the Profits 
Tax Acts, recourse has to be had to a number of 
judicial decisions, some of which are by no 
means easy to reconcile. The High Court 
decision earlier this month in S. Berendsen Ltd 
v. C.I.R.! represents another victory by the 
taxpayer in resisting the Inland Revenue e 
contention that the directors had a controlling 
interest, Unless this decision is overruled, it will 
bring a change of practice of considerable 
importance. | 

" Before considering the new case, it is con- 
venient to review the state of the law immediately 
before it was decided. ‘The general rule is that the 
directors of a company have a controlling 
interest in it, if they together hold shares presently 
conferring more votes at a general meeting than 
the shares of all the other shareholders com- 
bined (B. W. Noble Ltd v. C.I.R. (6 A.T.C. 142; 
12 T.C. 911)—an excess profits duty case). The 


House of Lords has held that the shares which a 


director holds purely as a trustee are to be 
counted for this purpose (F. Bibby © Sons Ltd 
v. CLR. (23 A.T.C. 364; 29 T.C. 167) - 

excess profits tax case). The Court of Appeal 
has further held that directors who are managing 
trustees should not bring trust shares in the 
company into account, if they are in fact vested 
in. a custodian trustee; even though he is sub- 


ject to their directions (Silverts Ltd v. C.I.R- 


(30 A.T.C: 26; 29 T.C. 491)) Again, where a 
director was in a position to appoint himself 
chairman and thereby acquire a casting vote 
which would give the directors control, but had 
not in fact done so, it was held that the directors 
did not have a controlling interest (C.I.R. v. 
Monmck Ltd (28 A.T.C. 212; 29 T.C. 379) 
— another excess profits tax case). Where there 
are joint holders of shares and the company's 
articles provide that only the holder first named 
the Times, February 7th, 1957. 


in the register of members is to exercise the 
voting rights, then it is that first holder who 
controls the rights for the purpose of determining 
whether the directors have a controlling interest 
(Sohn Shields & Co (Perth) Ltd v. CIR (29 
A.'T.C. 267; 29 T.C. 475)). 

The above cases run somewhat counter to the 
House of Lords decision in British- American | 
Tobacco Co Ltd v. C.I.R. (21 A.T.C. 353; 29 
T.C. 49), and the Court of Appeal decision in 
CIR. v. F. A. Clark & Son Ltd (20 A. T.C. 
201; 29 T.C. 49). These cases established that 
a controling interest could exist through the 
medium of holding companies. In the words of 
Viscount SIMON, L.C. (21 A.T.C. 354): 

‘If, for example, the appellant company owns 
one-third of the shares in company X., and the 
remaining two-thirds are owned by company Y., 
the appellant company will none the less have a 
controlling interest in company X. if it owns 
enough shares in company Y. to control the latter.” 
In the words of Scorr, L.J. (20 A.T.C. 203): _ 
‘(controlling interest"] contemplates . . . such a 
relationship as brings about control in fact — by 


whatever machinery or means that result is 
effected’. 


In S. Berendsen Ltd v. C.I.R., WYNN-Parry, J., 
refused to apply this dictum of Scorr, L.J. The 
company had issued 1,000 shares, of equal voting 
rights, and 401 of those shares were registered in 
the names of one or other of its directors. A 
Danish company held another 590 of the shares 
and one of the directors of D. Berendsen Ltd 
owned 395 of the 600 issued shares of the Danish 
company and thereby was entitled to exercise a 
majority of votes at a general meeting of the 
Danish company. The Inland Revenue con- 
tended that the English company was director- 
controlled. Rejecting this contention, the learned 
judge said it was clear from the Bibby case that 
the register of members was tbe deciding factor, 
and from the Silverts case that it was to be con- ~ 
clusive. That principle had not been developed 
at the time of the Clark case and it would be 
going against the modern trend of authority to 
apply the dictum of Scorr, L.J. He accordingly 
held that S. Berendsen. Ltd was not Ge 
controlled. | 


| 
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ACCOUNTING FOR ADVANCEMENTS IN 
INTESTACY 


. by W. H. D. WINDER, M.A., LL.M. 


OT infrequently accountants are con- 


N= in the administration of estates on 
death; they may be appointed as executors 


or administrators, and they are. increasingly. 
looked to for advice and assistance in these 


matters. 
^ Hotchpot 

The accounting work in giving effect to the 
‘hotchpot’ provisions of the Administration of 
Estates Act, 1925, may not hold many terrors for 
accountants so long as the law is clear. Mr 
Justice Danckwerts, however, finds hotchpot 
‘a tiresome and irritating subject’ (see Im re 
Morton ([1956], 3 W.L.R. 663)). "He said that for 
some reason which was difficult to fathom, but 


presumably with the idea of producing fairness, 


the draftsmen of the Act introduced hotchpot 
provisions into the sections of the Act dealing with 
intestacy. It seemed to him that they made a 
at mistake in so doing, and that it would have 
been far better to have left the whole thing out. 

Accounting would certainly be easier if it had 
been left out; but it cannot be denied that the 
result would produce unfairness. The particular 
rule regarding bringing ‘advancements’ into 
account is not a novelty dating merely from the 
Act of 1925, but appeared in the Statute of 
Distribution of 1671. The latter Act used the 
words ‘advancement by portion’ while the current 
Act refers simply to ‘advancement’ but it means 
the same thing. The present article is concerned 
with advancements by portions, a subject in which 
there are legal uncertainties which account- 
ants as well as lawyers may find tiresome ‘in 
practice. 

The Master of the Rolls in 1875 said that 
nothing could be more productive of misery in 
families than if he were to hold that every member 
of the family must account strictly for every sum 
received from a parent (see Taylor v. Taylor 
(20 Eq. 155, 158)). But advancements to issue 
„must be accounted for on an intestacy and Jessel, 


M.R., did not seek to question this old rule. It is 


now to be found in Section 47 (1) of the Admin- 
istration of Estates Act, 1925, which provides that 
where under the Act the residuary estate of an 
intestate, or any part thereof, is directed to be 
held on the statutory trusts for the issue of the 
intestate, the same shall be held on certain 


trusts. Among the trusts set out m the en is 
(iii), which reads as follows: 
‘Where the property held on the statutory trusts 
_ for issue is divisible into shares, then any money or 
property which, by way of advancement or on the 
marriage of a child of the intestate, has been paid 
to such child by the intestate or settled by the 
intestate for the benefit of such child (including any 
life or less interest and including property 
' covenanted to be paid or settled) shall, subject to 
any contrary intention expressed or appearing from 
the circumstances of the case, be taken as being so 
paid or settled. in or towards satisfaction of the 
share of such child or the share which such child 
would have taken if living at the death of the 
intestate, and shall be brought into account, at a 
- valuation (the value to be reckoned as at the death 
of the intestate), in accordance with the require- 
ments of the personal representatives.’ 


Meaning of Advancement 

The Act contains no definition of ‘advancement’ 
for this purpose, though it is clearly implied that 
advancement of money or property as a ‘portion’ 
is intended. Various factors and. circumstances 
must be considered before deciding whether an 
advance can properly be regarded as an advance- 
ment in this sensé.. As is shown in the case of In 
re Hayward ([1956], 1 W.L.R. 1490)), the mere 
size of the advance is not the decisive factor, nor, 
perhaps, the most important. 

The problem ‘arose in this way. An intestate 
died in 1949, having, in 1946, made nominations 
amounting to £507 13s 5d in favour of his elder 
son, who was then middle-aged and serving in 
the forces. The intestate had nominated £315 
15s 6d National Savings Certificates standing in 
his name and a few weeks later had further 
nominated Zror 11s 7d standing to his credit in 
the Post Office Savings Bank. 'The value of the 
estate on death was about £1,780. In an admin- 
istration action, the question was raised whether 
the elder son’s executors ought, in the admin- 
istration of the intestate’s estate, to bring into 
account the {507 13s 5d as having been paid to 
the elder son ‘by way of advancement’ within 
the meaning of Section 47 (1) (ii) of the Act. 
It was held that though the sum in question was 
quite large when compared with the total assets 
of the estate at the time when the nominations 
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were made, it was not sufficiently large by itself 
to raise the presumption of advancement, having 
regard to the age of the son and to the absence of 
evidence as to the purposes for which the 
nominations were made. Upjohn, J., regarded it 
as a difficult and border-line case as the intestate 
was himself a man of no great wealth. 

There is an old maxim that ‘equity leans 
against double portions’. Parents do not normally 
intend that one child should receive two portions 
at the expense of other children. In effect, this 
equitable maxim is applied by statute to the 
parental property on intestacy. 


The Object of ‘Portions’ 
According to Jessel, M.R., in Taylor v. Taylor 
(supra) — a precedent which has often been 
followed — nothing is an advancement unless it is 
given on marriage or to establish the child in 
life; an 

‘prima facie, advancement must be made in early 

life, but any sum given by way of making a 

permanent provision for the child would come 

within the term establishing in life’. 

This great equity judge had always understood 
that an advancement by way of portion was 
something given by the parent to establish the 
child in life, or to make what is called a provision 
for him — not a mere casual payment. The pro- 
vision could be made by way of marriage. It 
could be made by putting the child into a 
profession or business in a variety of ways, such 
as by buying him the goodwill of a business and 
giving him the stock-in-trade. Jessel, M.R., 
later said: 

' do not think that these words “by portion" 
are to be disregarded, nor is the word "advance- 
“ment” to be disregarded. It is not every payment 
made to a child which is to be regarded as an 
"advancement, or advancement by way of portion. 
. In every case to which I have been referred there 
has either been a settlement itself, or the purpose 
for which the payment was made has been shown 
to be that which everyone would recognize as 
. being for establishing the child or making a 
provision for the child.’ 

Individual cases are often hard to solve. Re 
Scott ([1903], 1 Ch. 1) is authority for the 
proposition that payment of a son's debts is not 
usually a portion, but, on the other hand, in Re 
Blockley ((1885), 29 Ch.D. 250) a gift to enable 
a son to pay a debt, and in Boyd v. Boyd ((1867), 
L.R. 4 Eq. 305) a sum paid to enable a son to 
satisfy a debt.of honour (the non-payment of 
which would have compelled him to leave the 
army), were held to be advancements by portion. 
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.... The Amount Advanced  . 

In In re Livesey ([1953], 1 W.L.R. 1114), 
Roxburgh, J., held that no presumption of? 
advancement could arise merely by the fact of 
the size of the sums advanced, and he held that 
there must be positive evidence of it. But Upjohn, 
J., in Zn re Hayward (supra) said that with all 
respect to that decision, it seemed to him incon- 
sistent with two earlier authorities which did not 
seem to have been cited to Roxburgh, J. The first 
of these decisions was Taylor v. Taylor, in which 
Jessel, M.R.; said: ^ 


‘If in the absence of evidence you find a father : 
giving a large sum to a child in one payment, there 
is a presumption that that is intended to start him 
in life or make a provision for him; but if a small 
sum is so given you may require evidence to show 
the purpose. ` 
The second of these decisions was In re Scott, 

in which Vaughan Williams, L.J., made some 
observations on the question of the rule against 
double portions, and pointed out that the gift of a 
large sum of money may bear | 
'so much the characteristics of a portion that, in 
the absence of anything to rebut the conclusion, 
we ought, I think, to assume that the first of the 


presumptions mentioned by Bowen, L.J., applies’ SS 


In view of these two earlier precedents, Upjohn, 
J., in In re Hayward, approached the case on the 
footing that if large sums are concerned, that 
alone is sufficient to raise the presumption of an 
advancement. In view of all the circumstances of 
the case, including the age of the child, he held 
that there had in fact been no advancement. 

‘The question of ‘advancement’ in In re Livesey. 
did not arise under the statutory hotchpot pro- 
visions but under the terms of a settlement. It 
was provided that if the settlor ‘should give or 
secure’ to or with any child for whom a portion 
was intended to be provided | 

‘any sum or sums [for certain purposes which did 

not arise] or otherwise for his her or their advance- 

ment or preferment in the world" 


then, unless the settlor should in writing. other- 
wise direct, such sum or sums.of money should be 
taken in substitution pro tanto and to the amount 
thereof for the portion. 

In this case, the settlor had three sons. He died: ` 
in 1951 (the settlement having been made in 1904) 
and by his will he gave to one of the. younger 
sons certain freehold and leasehold properties and: 
certain mortgage investments, and to the other: 
certain farms and. a mortgage of £30,000. It was. 
held that the phrase ‘advancement or preferment . 
in’ the world’ referréd to something more: 
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restricted than mere bounty and that these gifts — 
there being no evidence that they were made for 
any of the purposes specified — were mere bounty 
and: did not come within the directions as. to 
portions in the settlement... ` 

It was argued that the sum was so o large that it 
must have been for advancement or preferment, 
but Roxburgh, J., rejected this argument. He 
said: 

“There is no presumption of law, that because a 
payment is substantial — whatever that word may 
exactly mean, though I agree, certainly it covers 
this case ~ it is to be presumed to be an advance- 
ment or preferment in the world, unless the 
contrary is proved,’ 

The unsoundness of this view has been pointed 
out in the more recent case of In re Hayward. 


Valuation of Advances: Interest 

The principle of advancement requires careful 
calculation so that unadvanced children do not 
suffer at all in comparison with advanced children. 
Questions of valuation constantly arise, parti- 
cularly where there is partial intestacy and not 
complete intestacy. There is also the question of 
calculation of interest. 

-— The general rule, as laid down in Re Rees 
~~ (3880), 17 Ch. D. 701), is that interest cannot be 
claimed on advances made during the deceased’s 
lifetime. The sum on which interest is to be 
charged is the sum which actually falls to be 
distributed, and this does not, of course, include 
advances. The latter have been segregated from 
the deceased’s estate while he was still alive. They: 
are not notionally treated as part of his estate 
when dead.. Normally, the unadvanced children 
should receive interest only from the time fixed 


. for distribution, and this time may vary according 


to the provisions of the will, if any. 

The law reports provide examples of thé 
difficulty of exact computation. In Re Poyser 
([1908] 1 Ch. 828) the residuary estate had to be 
divided into fifteen shares and apportioned 
between eight children, some of whom had 
received advances: of varying amounts. The 
estate at death consisted largely of shares, of 
which both the capital value and the dividends 
had been subject to great fluctuations. The 
method adopted of carrying out the wishes of the 
testator, was to take as the aggregate to be 
divided into the fifteen shares, the actual income 
for the time being plus interest at 4 per cent on 
the advances, and to distribute the aggregate in 
the required proportions subject, in the case of 
each advanced child, to a deduction of the 
interest on his particular advance. "There would, 
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in the circumstances, have been an insuperable 
difficulty in the way of ascertaining the Ges 
value of the estate at the death. 

However, the general practice of the Ge as 
pointed out in Re Tod ([1916] 1 Ch. 567), is 
whether the doctrine of advancement has to be 
applied to carry out the terms of a. will or the 
Statutory provisions on intestacy, to make the 
advanced children bring their advances into 
hotchpot with interest from the time fixed for 
distribution until the time of actual distribution. 


Valuation of Life Interests for Hotchpot 


Where on a partial intestacy the benefits received 
under the will of the testator, which have to be 
brought into hotchpot by the children or issue 
of the testator under the provisions of Sections 27 
and 49 of the Administration of Estates Act, 1925, 
include life or lesser interests, the method of 
valuation of such life or lesser interests is the 
actuarial value of the interest actually taken, and 
not the capital value of the share settled on such 
child or issue. 

This rule was laid down in In re Morton 
which has already been cited. Section 47 has 
been quoted above. Section 49 deals with partial 
intestacy and applies Section 47 to partial 
intestacy subject to the modification that 

‘the requirements as to bringing property into 

account shall apply to any beneficial interests 

acquired by any issue of the deceased under the 
- will of the deceased, but not to beneficial interests 

so acquired by any other persons'. 
Something less than an absolute interest has tó 
be included in applying this section. when it 
talks about bringing ‘property’ into account, for 
Section 47 (which has to be read as part of 
Section 49) refers to ‘any. life or less interest’. - 
. The life interests or less interests which are to 
be brought in at a valuation, must be brought in 
at a valuation appropriate to the nature of the ` 
interest. That seemed to Danckwerts, J., to 
require that the life interest should be valued 
according to the relevant actuarial considerations, 
and should not be brought in as if they were 
equivalent to an absolute interest in the capital. 
He said: 

"To value the interest as being equivalent to a 
gift of capital in a case where a person takes no 
more than a life interest seems to me contrary to 
fairness, common sense and everything else? — 
In calculating the amounts to be taken by the 

testator's children on a partial intestacy, each 
child was ordered to bring into hotchpot the 
value of the interest SE taken by s such child 
or his or her issue. 
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Weekly — 


New Member of the Council of the Institute 
Mr Walter Edmund Parker, C.B.E., F.C.A., a partner 
in the firm of Price Waterhouse & Co, of London, 
` was elected a mem- 
ber of the Council 
of The Institute of 
Chartered Ac- 
countants in Eng- 
EE land and Wales at 
KW the meeting of the 
Ge Council held on 
Booey February 6th (re- 
ported elsewhere in 
this issue). 
` Mr Parker, who 
is aged 49, was 
educated at Win- 
chester College, 
where, at the time 
of leaving, he was Senior Commoner. Articled to Mr 
F. S. Price, F.c.a., of Price Waterhouse & Co, in 1926, 
he was admitted an Associate of the Institute in 193r. 
On qualifying, he remained on the staff of Price 
Waterhouse & Co until the outbreak of the Second 
World War, when he was commissioned in. the 
1/5th Essex Regiment (T. A 1. In 1940 he was seconded 





to the Board of Trade for work on the supply and - 


rationing of clothing and textiles, and in 1941 was 
appointed an Assistant Secretary to the Board of 
Trade; he held this position for the next four years. 

After demobilization in 1945, Mr Parker resumed 
his work in ractice, having been admitted (in absentia) 
to partnership in Price Waterhouse & Co during the 
previous year. He became a C.B.E. in 1946. 

A member of the Census of Production Advisory 
Committee from 1946-53, Mr Parker became, in 
1948, a niember of the Russell Vick Committee 
which investigated the ‘black market’ in petrol; he 
was subsequently appointed a member of- the 
Petroleum Standing Advisory Committee until the 
conclusion of ratio 

Mr Parker was elected a Fellow of the Institute i in 
1949 and has been a member of the Taxation and 
Research.Committee since 1954. He was elected to the 
committee of the London and District Society’ of 
Chartered Accountants in 1951, became Vice- 
Chairman in 1955-56 and is Chairman for the current 
year. Since 1947, Mr Parker has been joint honorary 
auditor of SE Chartered Accountant Students’ 
Society. 


Presérvation of Records: An Institute 
Statement i 

A statement has been made by the Council of The 
Institute of Chartered Accountants in England and 
Wales in connection with the retention of. business 
records to which accountants need to refer in the 
course of investigations for prospectus purposes. 


Accountants’ reports for such purposes, it is 
pointed out, usually involve the investigation of 
accounts covering a period of at least ten years. The 
Council therefore emphasize that important records, 
particularly stock inventories (including rough stock- 
sheets made at the time of the physical count, as 
well as fair copy summaries) should be retained for 
a long period. 

Thé statement is included in the report of the 
Council meeting, published elsewhere in this issue, 
and is to, be issued as an addendum to Recom- . 
mendation XVI for insertion in the loose-leaf booklet 


containing the Council's recommendations on 
accounting principles.! 

Articled Clerks: 

Deferment of National Service 


As stated in the report of the Council meeting on 
another page, the Secretary of the Institute has 
received a notification from the Ministry of Labour 
and National Service modifying one of the rules 
under which a clerk articled to a member of the 
Institute may claim deferment of National Service. 

Previously an articled clerk who had passed the 
Intermediate examination by the time four years of ` 
his articles had expired could claim deferment to - 
allow him to sit the Final examination on the first, 
and, if necessary, the second possible occasion 
following the completion of his articles. 

It has now been agreed that a clerk may, in these 
circumstances, claim deferment if necessary for a 
maximum period of six and a half years from the 
date of entry into articles to enable him to sit or re-sit 
the Final examination, provided that he would not 
pass out of liability for National Service. ` 


Institute of Cost and Works 
Accountants. 


EXAMINATION RESULTS 


In the December 1956 examinations of The Institute 
of Cost and’ Works Accountants, a total of 1,411 
candidates sat for the whole or part of the Final 
examination. Of these, 172 passed the complete 
examination, thirty-six passed Part A only, and 213 
passed Part B only. 

Mr Arthur Attwood, of London, gained first place 
and has been awarded the S. Laurence Gill Prize. 
The Donald L. Moran Prize for management 
(factory and distribution) has been awarded to Mr - 
F. Marson, of Prestwich, and the Leverhulme Prize 
for cost accountancy to Mr Philip Clarke, of Bolton. 

In the Intermediate examination there were 2,531 
candidates of whom eighty-three passed Parts I and II, 
586 passed Part I only, and 259 passed: Part II = 


1Published by Gee & Co (Publishers). Ltd. Price 5s. 
(supplements extra). 
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The George Russell Memorial Prize for first place 
was won by Mr Jeffrey Vernon Wilkinson, of West 
, Bromwich. 

` The names of the successful candidates who com- 
pleted the Final examination appear, together. with 
a summary of the results, elsewhere in this issue. 


Doubled Rates on Industry 


On Tuesday, the Minister of Housing and Local 
Government announced that the rates payable on 
industrial and freight transport properties, which 
since 1929 have been a quarter of the normal amount, 
are to be doubled, leaving industry still benefiting 
from 50 per cent derating. Agricultural properties 
` will remain wholly derated. Changes will also be made 
in the system of pool payments to local authorities 
by the. nationalized industries, including the direct 


rating of electricity premises and the separate assess-: 


ment of electricity and gas showrooms used as shops. 

At the same time the Government intend a major 
recasting of the financial relationship between the 
Exchequer and local authorities, with a radical 
revision of the structure of Exchequer grants. Where 
possible, specific grants will be replaced by a general 


grant of an amount fixed in advance for a short period. 


of years. The present system of highway grants will 
also be reviewed. 

We shall return to this subject in greater detail in 
-an aa issue. 


Bank Rate at 5 per cent 


The change in Bank rate from 5} to 5 per cent last 
week came after a period when the markets had been 
gradually adjusting themselves to a slightly lower 
interest rate structure. In that sense, the change was 
mainly a technical adjustment to a set of circumstances 
which already existed. A rate as high as 54 per cent 
is generally thought to be kept for only temiporary 
and special circumstances, 'l'he modest reduction to 
5 per cent is, in a sense, no more than the establish- 
ment of a new level which, though high enough in 
itself by many standards, enables a slightly higher 
^ Xe to be used again in an emergency. 


^ On the economic side, the new Chancellor of the. 


Tiu has made it quite clear that the lowering 
of the rate is not to be interpreted as a relaxation of 
credit restriction. He emphasized last week that there 
was no change in the need to restrain public and 
private spending and lending. It is apparent that the 
Government has no intention of abandoning its 
deflationary policy at the moment and that it intends 
to keep monetary weapons sharpened for any further 
emergency which may arise. 

The fact that the danger has not passed so far as 


the Suez crisis is concerned, is made clear in the 


latest trade returns which should act.as an antidote 
to any easy optimism that the mild weather and one 
or two other fortunate circumstances have sub- 
stantially reduced the impact of the international 
situation on this country’s economy. The increase in 


the visible trade gap from £43 million m' December, 
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to £103 million in January is not as alarming as a 
mere comparison of the figures would suggest - — for 
January. is normally a bad month-but it bears 
eloquent testimony to the dislocation in shipping which 
has occurred in the last month or two. The small trade 
gap in December followed by a large one in January 
is, in itself, a sign that imports have been delayed, 
thus helping the December trade balance and worsen- 
ing the January one. It is in general clear, however, 
that the balance of payments situation will require: 
careful scrutiny between now and the time of the 
Budget. 


Profits Tax Distribution Charge: "Trading Loss. 


A profits tax distribution charge arises when the gross 
relevant distributions exceed the profit computed 
without abatement and including franked investment 
income. 'The proviso to Section 34 (2) of the Finance 
Act, 1947, directs that in such a case the net relevant 
distributions are to be the sum of: - 

(a) the profit for the period computed after TA 
ment but not including franked investment 
income; and 

b) the amount-of the excess referred to. 
It follows that the distribution charge is to be on the 
amount of the excess. Where there is no trading profit, 
but the profits tax computation shows a trading loss, 
there are two possible constructions of the words 


| DES rofits computed. without abatement and including 


ed investment income’. Is a ‘nil’ figure to be 


added to the franked investment income, or must the 


loss be set off against the franked investment income? 
In CIR v. South Georgia Co Ltd (Rating and 
Income Tax, Vol. 50, p. 77) the Scottish Court of 
Session unanimously SEN the first construction. 
Tbe relevant figures were as follows: . 
Trading loss eege franked invest- 


ment income) . 
Franked investment income 272,000 
Gross relevant distributions 181,000 


The Crown contended that the profits including 
franked investment income were minus £330,000 
(£602,000— £272,000), that is to say nil, and a 
distribution charge was made on the full £181,000. 
The company appealed, contending that the correct 
way of arriving at the profit was to add the franked 
investment income £272,000 to nil, making £272,000. 
Since this exceeded the gross relevant distributions, 
no charge ought to be made. On appeal the Special 
Commissioners disc the assessment and the 
Crown’s appeal from this decision was dismissed. 


Surtax Directions and Bonus. Issues 

In the case.of trading companies, surtax directions 
are not to be made unless the company has failed 
to. distribute a reasonable part of its income to its 
members in such a manner as to render the amount 
distributed liable to inclusion in their total income 
for surtax p (Income 'Tax Act, 1952, Section 
245). Section 246 (2) sets out a number of categories 
of sums which are to be treated as income available 
for distribution — for the purpose of Section .245. 
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These include any. sum applied in redemption or 


repayment of share or loan capital issued or incurred 
‘otherwise than for adequate consideration! EE 
246 (2) (a) D, 

. v. Thornton, Kelly & Co Ltd (The Times, 
February a 1957) the question arose whether bónus 
shares are issued for adequate consideration, within 
the meaning of Section 246 (2) (a) (iv), or rather 
witbin the meaning of the legislative predecessor of 
that statutory provision. The original capital of the 
company had been 10,000 ordinary shares of £1 SE 
In 1920 the company revalued its assets and ap 

some of the M in pa up I0,000 new : e 
cent cumulative preference shares of £1 each which 
it issued to the existing members. In 1951 the capital 
was reduced by {10,000 by repaying to the members 
the whole of the amount credited. as paid up on the 
preference shares. 

"The Board of Referees had held that the bonus issue 
was made for adequate consideration and had 
accordingly discharged a surtax direction. On the 
Crown’s appeal to the High Court, Mr Justice Wynn- 
Parry accepted the company’s contention that the 
company had benefited from the capitalization and 
bonus issue, but he nevertheless held that the issue 
was not for ‘adequate consideration’. Accordingly 
he allowed the Crown’s appeal on this point and sent 
the case back to the Board of Referees. 


Special Contribution: No Time Limit 


In a leading article in our issue of November roth, 
1956, we complained of the absence of any time limit 
for raising excess profits tax assessments, even where 
the taxpayer has died. The same criticism can be 
levelled at the special contribution levied for the 
year 1947-48. In Executors of Sir Frank Beauchamp 
v. CLR R. (The Times, February 8th, 1957) the High 
Court upheld a decision of the Special Commissioners 
that there was no time limit for raising assessments to 
special contribution. 

Sir Frank had died on June 17th, 1950, and the 

questions on the appeal were: 

(1) whether an assessment to special contribution 
must be made not later than six years atter the 
end of the year of assessment, i.e. not later than 
April sth, 1954; and 

- (2) whether an assessment to special contribution 
must be made on the executors not later than 
the end of the third year next following the 
year of assessment in which the deceased person 
died — i.e. again not later than April sth, 1954. 

Mr justice Wynn-Parry said that the Finance Act, 

1948, which imposed the special contribution, con- 
tained no express time limit for making the assess- 

ments. He was not satisfied that Section 29 (1) of the 
Finance Act, 1923 (now incorporated in Section 47 
of the Income Tax Act, 1952) applied, and he agreed 
with the decision of the Special Commissioners on the 
first question. Had the Legislature intended a limit, it 
WE have been incorporated in the provisions. for 
relie 
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With regard to the second question, it would be 
necessary to show that Section 29 (3) of the Finance 
Act, 1923, applied, but, for the same reason as in ` 
question (1), he thought that the subsection did not 
apply. Accordingly he dismissed the taxpayer's appeal; - 


Taxpayer's Wilful Default: Assessments out 
of Time Upheld 

Additional assessments going back to 1939, on the 
profits of an illiterate rag-and-bone man, have been 
upheld in the High Court on the ground that there 
was evidence upon which the appeal Commissioners 
could find the taxpayer guilty of fraud or wilful 
default in not making correct returns. This having | 
been established, the ass ' authorities were not 
bound by the six-year time limit and the onus of 
proving that the assessments were excessive lay on 
the taxpayer - an onus he was held not to have 
discharged (Barney v. Pybus (The Ti imes, SE 
13th, 1957)). 


Import Duties: A Point of Interpretation 


In the past few months the street scene has been. 
enlivened by a new kind of open-work shopping bag. 
made of plastic material. The two handles of the bag 
are attached to it by four steel studs which are plated 
to prevent rust. If the plating is nickel, does that 
aake the bags articles ‘manufactured wholly or 
partly of the metal nickel within the. meaning of ` 
Group VII (2) of the Second Schedule to the Import 
Duties (Consolidation) Order, 1949 (S.I. 1949, 
No. 2355)? If it did, such bags as were imported 
would attract an ad valorem import of 20 per cent. 
If it did not, the duty would be only ro per cent. 
‘This was the question in Cattan v. Commisstoners 
of Customs and Excise, which was decided by Harman, 
J., on February sth, 1957. Evidence was given that 
the quantity of nickel in the studs was -infinitesimal 
and that while the value of the bag was 3s gd the cost 
of nickel plating the studs was something like one- 
shilling per thousand. Counsel for: the taxpayer 
argued that the principle de minimis non curat lex; 
applied. His lordship rejected this contention but,- 
nevertheless, found for the taxpayer on the ground 
that it was not the bag but the fastening of the bag 
which was made partly of nickel; the bag itself was 
made entirely of plastic. The learned judge also 
expressed the opinion that, if the bag had been 
manufactured partly of nickel, it would not qualify 
for exemption as being an implement" within the 
meaning of the Second Schedule to the Order. 
However, in view of his decision in favour of the. 
taxpayer, on the first point, Kee did not arise. 


LIFO Again 


Although the Liro method of stock valuation was 
rejected for income tax p in Canada by a. 
decision of the Privy Council in Minister of National 
Revenue v.: Anaconda. American Brass Ltd (34 
ATC 339), it seems that in the United States 
this method is still possible. An American court bas 
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ruled that the New York store, R. H. Macy & Co, 
has the right, under a law. passed in 1941, to use 
either FIFO or LIFO, at its option, in valuing its stock 
. for the purpose of computing profit for tax purposes 
(The Daily Telegraph, . d 6th, 1957). The firm 
estimated that if this po 
revenue officials it would t E saved more than £3 


‘Finance and Commerce 


The weight of the Treasury’s funding operation has 
combined with f. away in general business to 
bring quieter conditions to the stock-markets: Wall 
Street’s uneasiness has also had its reflection on the 
tone of the London market which, even at this stage, 
is beginning to become ‘Budget conscious’, Lower 
Bank rates may have consolidated recent gains but 
there is little incentive for any fresh advance. 


Westminster Bank 


This season of the year provides the opportunity for. 


a reprint of a bank's accounts and wé reproduce this 
week the accounts of the Westminster Bank Ltd, 
for the year to December 31st, 1956. The banka 
have had a good year despite the Government's 
restrictions on the lending of money, génerally called 
the ‘credit squeeze’. The Westminster is able to show 
fr 56,000 more profit, the increase, Lord Aldenham, 
the chairman, explains being the result of the higher 
interest rates which have ruled since February 1956. 
Despite the increased profit, the transfer to General 
Reserve is {£200,000 smaller, the explanation being 
that a year ago, £266,000 was taken from profit and 
loss carry forward, whereas this time £90,000 has 
been added to the account. 


Despite the drawing in of credit from ordinary - 


customers, advances are dp by approximately £6 
million which, Lord Aldenham admits, may look 
rather out of line with the present policy. The in- 
crease, however, is more than accounted for by an 
increase in bank lending to the nationalized industries. 

All this may make the man in the street, the victim 
of 'squeezed credit' and high Bank rate, feel rather 
sore, but the banks can do no more than point out 
that they are the agents of Government policy and 
that in the fight against inflation, the innocent suffer 
with the guilty. 


Faith in the £ | 
The great question of the day is whether the measures 


. that are being taken arc right in the circumstances, . 


and all that can be done. Certainly, for the moment, 


a boiling-over inflation has been avoided but so far. 


as the external value of the currency goes, something 
more, as recent events have shown, is nec 

As Sir Thomas Barlow, the chairman of the District 
Bank says in his annual statement, foreign faith in 
the £ is not ‘created and maintained by high taxes 
_and interest rates. ‘A high Treasury bill rate did not 
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million in tax in the period 1942 to 1947. For the 
past ten years it has been using the LFO method and 
paying less tax accordingly, but has held about 
£700,000 in reserve to pay extra tax in case the right 
to use LIFO was not conceded. 

It is not yet known whether the Government vil 
appeal. 


enable us to retain ehort-term funds in the autumn 
of last year.' 

The better way to create an overseas investment 
interest in sterling, he says, is to show a determination 
to cut down unnecessary public expenditure. 
Determination here would also make it possible. for 
us to quicken the reduction of both short-term interest 
rates and short-term indebtedness: in other words, 
we could cut down more decisively the cost of servic, 
ing our overseas balances and the volume of Treasury 


bills at one and the same time. 


. Bir Thomas suggests the creation of an impartial 


body, acceptable to both sides of the House of Com- 


mons, to examine departmental expenditure and td 
effect all practicable economies. The truth of the 
matter is that one does not lend money to a spend- 
thrift no matter what rate of interest he may offer. 
That was the lesson of 1931 when the flight from the 
£ proved eventually to be the end of what then re- 
mained of the gold LE 


Guinness 


'Guinness the World Over’ i is an interesting pictorial 
supplement to this year's accounts of Árthur Guin- 
ness, Son & Co Ltd. 

Some of the spirit which makes Guinness publicity 
so vital should be injected into the accounts. There 
is an item in the consolidated balance sheet: "Trade 
creditors and other liabilities including taxation (see 
Note 7) — £7,214,281. All Note 7 says is that current 
liabilities includes the estimated income tax liability 
for fiscal years to 1956—57 and that future taxation 
(under revenue reserves) includes an amount esti- 
mated as sufficient to cover the liability for the fiscal 
year 1957-58. 

This. is not good. enough. The omnibus item for 
creditors, trade, sundry, credit balances, bank loans, 
taxation and what-have-you went out with profit 
and loss accounts that failed to show pum 


Sege Market 


the bid to £98 18s 10d the market forced a 

ters ee bill rate reduction at the first tender 

afer GE Bank rate change. The average rate was cut 

back to £4 4s 8:29d per cent. 'The market obtained 

38 per cent of the £190 million of bills offered for 

which applications totalled 4371,480,000. Outside 

competition was particularly keen as the market’s 

allotment basis indicates: This week's offer is £190 
million. 
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THE PROPOSED INTEGRATION SCHEME 
SPECIAL MEETING OF MEMBERS OF THE INSTITUTE 
Royal Festival Halt, February 19th, 1957 


A special meeting of members of The Institute of 


Chartered Accountants in England and Wales will be . ` 


held next Tuesday, February 19th, at 2 p.m., at the 
Royal Festival Hall, South Bank, London, SEr, to 


consider and, if thought fit, to pass the following 


resolution: 


"That the scheme of integration dated the 5th day of 

_ December 1956 for the in tion of the Society of 
Incorporated Accountants with the Institute (a print of 
which scheme was sent to each member of the itute 
on 20th December, 1956, and has been produced to this 
meeting end for identi signed by the Chairman 
hereof} be hereby approved and the Council of the 


Institute be hereby authorized to execute all documents ^: 


and do all such acts and things as may be necessary or 
desirable for implementing the said scheme; and that for 
oe purpose of giving effect thereto the provisions of the 
EE Charter of the Institute dated the a1st day 
ber, 1948, and of the bye-laws of the Institute 

pe amended in the manner following, bur so that such 


amendments shall come into force only upon the said ` 


scheme becoming effective in accordance with its terms, 


(a) by amending the said Supplemental Charter of the 
titute as follows: 
(i) by f; immediately after clause 33 thereof 
the following new clause, namely: 
“34. Notwithstanding anything hereinbefore in 
this Our Supplemental er contained, the 
Institute s have power to carry into effect 
- the Scheme of Integration dated the sth day of 
December, 1956, pos the integration of the 
Society of Incorporated Accountants with the 
Institute (a copy of which Scheme is appended 
to this Our Supplemental Charter) and the 
provisions of such Scheme shall be binding 
SEH the Institute and its members. Subject to 
auses a5 and a8 of this Our Supplemental 
Charter, the Institute may make such i bei 
for the purpose of carrying the said 
into effect as to the Institute seem fit and. mg 
from time to time rescind or vary.any su 
bye-laws and make others in their stead; and 
any such bye-law may empower the Council-to 
issue regulations for the purpose aforesaid,” 


(ii) by adding at the end of clause 3 thereof the 
following words, namely: 
“In addition there shall be a class of members 
to be styled Incorporated Accountants having 
the rights and privileges and being subject to 
` the restrictions and provisions set out in the 
Scheme of Integration referred to in clause 34. 
of this Our Supplemental Charter." 


(ii) by adding at the end of clause 3x thereof the 
following words, namely: 


“The expression ‘England or Wales’ includes. 


- the Channel Islands and the Isle of Man.” 
(b) by amending the bye-lawa of the Institute as follows: 
DI by inserting at the beginning of bye-law 56 the 
words “Subject to bye-law 56a” and by 
substituting in the said bye-law 56 for the word 

“two” the word "four", . 
(ii) SN inserting immediately after bye-law 56 the 
en the bye-law 56a, namely: . 

e Council may in “its absolute dis- 


cretion on the application of any fellow or 
associate permit him to have in his service at 
the sarne time more than the number of articled 
clerks allowed under bye-law 56 in any case in 
which it considers it desirable so: to do and 
upon such terms and PODIUM if any, as it 
thinks fit.” 

(iii) by inserting the following new Chapter XI 
immediately after bye-law 119: 


“Chapter XI. 
SCHEME FOR THE INTEGRATION OF THE SOCIETY 
OF INCORPORATED ACCOUNTANTS WITH THE 
. . INSTITUTE. 

120. Notwithstanding anything hereinbefore 
in these bye-laws contained the Council ma 
issue from time to time such regulations aa it 
may consider necessary for the purpose of 
mined into effect the Scheme of Integration 

to in clause 34 of the Supplemental 


. Provided are that the Council be hereby em- 
powered to a ait any alteration in or addition to the 
' foregoin ents which may be required by the 

Lords of Her Her Majesty's Most Honoutsble Privy Council.' 

The scheme of integration referred to in the resolu- 
tion was reproduced in The Accountant of January 5th 
and the Council’s explanatory memorandum was 
reproduced in the issue dated December 22nd, 1956. 
Members are asked to bring to the meeting their copies 
of the booklet containing the scheme and the memo. 
randum sent to them by the Institute on December 
20th, 1956. 

A poll will be taken by post after the special meeting, 
irrespective of the result of the vote taken by a show 
of hands at the meeting. Polling papers will be accom- 
panied by a report of the proceedings at the special 


meeting. 

Aa the resolution involves alterations to the supple- 
mul Royal Charter it requires to be passed by. a 
majority of not less than two-thirds of the members 
present at the meeting and voting thereon or voting 
on a poll. If the required majority is obtained on the 
poll taken after the special meeting next 'l'uesday, it 
will be necessary, in accordance with clause 30 of the 
supplemental Royal ‘Charter, to hold a confirmatory 
meeting of members and it is the Council's intention 
that such confirmatory meeting should be held on 
Wednesday, April 17th, 1957. 


Clauses 3 and 31 of the Supplemental 
Royal Charter 
The following is the present wording of these 
- clauses, BEFORE making the alterations proposed 
in the "resolution above. 
3. The members of the Institute shall be 


divided into two classes to be styled respectively 
fellows and associates of the Institute. 


31. The Original Charter E. this Our 
of enter. Supplemental Charter do not ap to Scotland 
Of practice and Ireland. Where in the said SEH practice 


and service. ig mentioned this word means practice as a 
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_ public accountant in England or Wales save 
that for the purpose only of constituting: a 
qualification entitling a person to be elected a 
fellow of the Institute practice within the 


meaning of the sixth clause of this Our Supple- ` 


mental Charter shall mean and include practice 
in any part of the world. Where in the said 
Charters service is mentioned this word means 
service in England or Wales as a clerk under 
articles with a member in practice such service 
being in the member's office or. business of 
public accountant but notwithstanding such 
meaning the Institute may by bye-law provide 
that subject to conditions set out in such bye- 
law part of the period of service may be served 

. elsewhere than in England or Wales or other- 
wise than in the member’s office or business of 
public accountant., 


Bye-law 56 
The following is the present wording of thi: 
bye-law, BEFORE making the alterations proposed 
^ dn the resolution above. 


Number of ` 56. No member shall have in his service at 
TEE the same time more than two articled clerks: 


each member, Provided that an articled clerk shall not for the 
purposes of this bye-law be deemed to be in the. 
service of a member in any case where: 

(a) articles have been transferred to, or fresh 
articles have been entered into with, the 
member under the provisions of the last 
preceding bye-law or 

(b) an articled clerk, three years of whose 
term of service shall have expired, shall 
have duated at a university in the 
United K Kingdom after taking one of the 
degree courses approved by the Council 
for the purposes of bye-law 62. 


MORE READERS’ LETTERS 


Following the publication in our last issue of a broad analysis of published letters 
on the integration scheme,-we have received a number of requests for a similar 
summary of all the letters which have been received on the subject. Up to the time 
of going to press with this issue, we had received 113 letters, of which 45 were 
favourably disposed to the scheme; 43 were against; and 25 were non-committal. 
The letters included 58 from Chartered Accountants (19 for; 28 against; 11 non- 
committal); 28 from Incorporated Accountants (19 for; 6 against; 3 non-committal); 


27 from other readers (including students) (7 for; 9 against; 11 non-commital). 


Sir, — May I, at the outset, make it clear that nothing 
in this letter is intended to impugn the integrity or 
ability of any of the members of the Society, for 
whom as a body, I have the greatest respect. 

I feel that the explanatory memorandum issued 
by the Council of the Institute gives the impression 
that the scheme it proposes is a first step towards 
the closing. of the profession of public accountancy 
to the unqualified man. This is not so. I quote from 
page 9, paragraph r4, which says: 

"Ihe scheme represents a material step towards 
the integration of the profession, efforts towards 
which, in varying forms, have been made for many 
years.’ 

During the last ten years, these efforts have been to 
prevent those not qualified by examination from 
practising as public accountants. In other words, to 
eliminate the “quack accountant’. All that this scheme 
will do, if it is adopted, is to bring within the fold 
of the Institute a great many men who for reasons 
peculiar to themselves have been unable or unwilling 
to comply with one of the fundamental rules of the 
Institute, namely, that of service under articles, or to 
qualify for exemption from its Preliminary exami- 
nation. 

Service as an employee cannot provide the benefits 
that arise from the special relationship that exists 
between master and apprentice, which is the essence 
of articled service. 

The requirements of the Society, for exemption 
from its Preliminary examination, are not so exacting 


as those demanded by the Institute, and a great many 
of the members of the Society would not have been 
granted exemption from the Preliminary examination 
of the Institute. 

The Institute, therefore, by this scheme, will lower 
its standards in these two important respects and will 
depart to this extent from the traditions which have 
done so much to build its reputation over the past 
seventy-six years. If we depart from our traditional 
standards on this occasion we establish a precedent 
for doing so again. 

One would have expected the Council of the 
Institute to set out clearly the reasons which compel 
it to put this scheme forward but the explanatory 
memorandum gives no such compelling reason. The 
memorandum and the notice of the meeting called 
for February igth would seem to indicate that the 
scheme has the approval of all the members of the 
Council, since no mention is made of anyone dis- 
senting nor has a minority report been circulated. 
Why have the ‘cons’ not been brought to our notice? 

It may be that many members will believe that this 
scheme will virtually close the field of public account- 
ancy to the unqualified which, of course, will not be 
the case. . 

Let us consider why the Society came into being 
and why it has built up its strength. It did so because 
many men of merit were unable to satisfy the Insti- 
tute's requirements for membership. The scheme does 
not suggest that these requirements are to be made 
less difficult in the years to come and it follows that, 
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së the next decade or so, the Association or some other 

will attract those who hitherto have sought to 
ër as members of the Society. The scheme indi- 
cates that it is a step towards the integration of the 
profession. What other steps are in mind? Is it in- 
tended that we are to repeat the process and again 
lower our standards? ‘This scheme will not prevent 
the.existence of a second body of qualified accountants 
and I cannot believe that this progressive process 
of dilution is in the best interests of either the 
profession or of the public. . 

So much for the long-term view. What-of the 
existing. members of the Institute and of the many 
_ thousands of articled clerks and their parents who 
‘have made and are making considerable financial 
sacrifices to attain membership of the premier account- 
ancy body in the world? 

The man in practice has, until now,. derived much 
pride and no doubt some profit from being able to 
desctibe himself as a Chartered Accountant. Over- 
night, members of the Society in the same town will 
have the. same privilege. This will not worry the 
larger and older firms, who are already firmly estab- 
lished, but it cannot but harm the smaller firms, and 
the sole practitioners, especially those in the pro- 
vinces. I cannot think that it will help those of our 
members who are seeking posts in industry because, 
in both cases, whether rightly or wrongly, the general 

ublic regard the Chartered qualification as having 
somte. special merit. 

Practically half our members have qualified since 
the war and will no doubt ask themselves whether 
this scheme takes sufficient notice of the sacrifices 
they have made. There must also be some seven 
thousand articled clerks and their parents asking 
themselves the same question. . 

What does the scheme offer in return? In my 
opinion nothing but the probability that another 
watering down will be carried out in the next 15-20 


years 

The only advantage I can see ~ if advantage it be ~ 
is that the Institute will increase its membership by 
5o per cent. Is this what we want? 


Yours faithfully, ` 
Manchester. E. G. TURNER. 


[Mr E. Gordon Turner, M.C., F.C.4.,'was a member of 


the Council of the Institute from 1945 until March 
1956, when he resigned owing to ill health. — Editor] 


Sm, - In the correspondence so far I have not geen 
any comment upon possible 'domestic' advantages 
which might follow integration. 

- The obvious one is that it should be possible to 
run a combined 'liousehold' more economically in 
respect of staff and the scores of items of expense 
which occur in the Institute's and Society's accounts. 

The combined library would probably be the finest 
-library on financial matters in the world. - 

I have seen no reference to the future of Incor- 
porated Accountants’ Hall, that architectural gem 
on the Embankment: If the administrative - offices 
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were removed to Moorgate, the Hall could be an 
admirable centre for conferences of all kinds (not 
merely in connection with accountancy) and company 
meetings. Properly run it could be a source of revenue 
to the combined Institute. Alternatively, or perhaps 
jointly with this use, it could house the combined 
library. 

These three points alone might well make possible 
a reduction in membership subscriptions, and the 
combined membership could make a pension scheme 
for practising accountants sounder and more broadly 
based than either the Institute or the Society might 
achieve separately. 

The scheme takes an imaginative view of the future 
of the profession and deserves support. ` 

Yours truly, 


` London, Wr. GEORGE S. JUDD, r.s.A.A. 
Sm, + As a member of Thé Society of Incorporated 
SEN who is seriously prejudiced by the 


osed scheme of integration with The Institute 
of Chartered Accountants in England arid Wales, I 
a like to take the opportunity of expressing an 
opinion on the proposed scheme held by myself and 
by many others in South Africa. 
The principal to whom I was articled, being both 
a Chartered Accountant (South Africa) and an 
Incorporated Accountant, was able to offer me articles 
in both capacities, to run concurrently for five years. 
After qualifying as a Chartered Accountant (South 
Africa) I qualified for membership of The Society of 
Incorporated Accountants by having served articles 
for five years and by having passed the Society’s 
South African Special Final examination. This 
examination consisted of two papers and was a test 
of accounting, auditing and costing knowledge. 
Having become a member of the Society I now find 
that the rights of membership which motivated my 
taking such a step are, under the proposed scheme, 
to be taken away from me, I shall no longer be able, 
as an Incorporated Accountant, to train articled 
clerks; and I shall no longer be allowed, if I so desire, 
to come to the United Kingdom to practise as an 
accountant on equal footing with the practising 
accountants of that country 
It is beyond my comprehension that The Society 
of Incorporated Accountants could contemplate a 
scheme of integration which prejudices certain of its 
members to such an extent. I-now find that my 
membership of the Society has, in fact; become use- 


less; that the money I spent on examination fees and 


subscriptions has been a complete loss; and that the 
time and effort spent on preparing for the examination 
has been wasted. 

It is obvious that the proposed exclusion of mém- 
bers of the Society in a similar position to myself 
from full participation in the scheme stems from the 
Institute and despite any arguments to the contrary 
such exclusion can only be the result of our not being 
considered suitably qualified; we are, as it ‘were, 
being classed as 'secófid grade’ accountants. Having 
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recently worked in the London office of a firm of 

practising accountants; I find it difficult to under- 
stand how, this- can be justified. It is interesting to 
note here that members of the Institute wishing to 
practise in South Africa are eligible for full, un- 
restricted membership of our accountants’ Societies 
on passing an examination in South African law. This 
-can only be considered as reasonable but it appears 
that no reciprocity exists, or is likely to exist. 

The whole situation becomes ironical when one 
‘remembers that following recent legislation in this 
country designed to ensure that overseds firms 
practising here should use, as a firm name, only the 
ames of resident partners, the Institute sent a 
special representative from the United Kingdom to 
plead a case against this legislation. It, therefore, 
follows that in certain’ circumstances (beneficial to 
members of the Institute) it is- considered desirable 
that its members. may enter into partnership with 
- certain persons who, if they came to the United 
Kingdom, would not be considered qualified to train 
articled clerks. 

Finally, I would like to say that, in my opinion, 
any one prejudiced member of the Society could 
successfu 5 ring an action to restrain the Society 
from entering into the scheme which will.have the 
effect of depriving overseas members of the Society 
of vested rights. Yours faithfully, ` 

JERROLD STEELE, c.A.(s.A.), A.8.4.A. 

"geg, 


Sr, — F irat let me state without any reservation what- 
soever that in my opinion the Councils of the Society 
and the Institutes are at least to be complimented for 
their twentieth-century approach to the problem of 
unity. ; 

I personally served articles but I am deeply con- 
cerned to find that some members of the Society 
who did not serve articles, although they had the 
required period of continuous service, are not to be 
given full status. 

Let us be quite sincere about this‘point, and that is 
that pre-war, many parents simply could not afford 
to pay for articles or did not do so, but great credit is 
certainly due to those who succeeded by the only 
possible alternative. 

I have certainly seen no evidence during the past 
twenty-five years to lead me to believe that the 
articled clerk was better trained. The ‘training’ 
has been and still is basically ‘professional’, and as 
such, many new entrants to industry and commerce 
are distinctly 'green', and new methods and ap- 
proaches to the problems have to be learnt and 
digested i in a harder school. 

Organization and methods' have come to stay, 
and every entrant to the profession should be com- 
pelled to serve at least one year in commerce or 
industry under one of the many capable qualified 
accountants, which experience will be invaluable to 
him in advising his clients if and when he returns to 
the profession, even though he will be dealing mainly 
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with the medium-sized or small businésses. It will 
indeed be a black day for the profession if the qualified 
accountants in industry.and commerce break away 
and form their own institute or society. Members of 
the Councils should, in all seriousness, now ask them- 
selves what commercial or industrial experience have 
they to judge this matter and what increased action 
they propose to take to keep-in step with the newer 
phase, which is here to stay. 

‘There are, and always will be, leaders and followers 
in this life and I certainly don't intend to waste time 
on the merits of training of articled clerks in either 
the Society or the Institute — suffice to state I have 
worked with large numbers of both. l 

The road ahead is clear, but will the minds of both 
the ‘leaders’ and the ‘followers’ put first thin 
when voting, or will the issue at stake be p die 


by the lack of vision for the. future of the profession 


as a whole? 
Taunton. 


Yours faithfully, — . 
J. L. BAYLIFFE, 4.8.4.4: 


SIR, — Sad of your readera seem to have taken the 
opportunity to suggest that fellowship be granted 
to non-practising members, and others feel that all 
chartered accountants should be designated "CA 
as in Scotland. I cannot, ‘however, feel that a person 
with five years’ experience in commerce, however 
brilliant he may appear to be, should be on the same 
footing. asja person with five years’ experience in 2 
practice. 

What I feel might be a solution, however — and it 
would depend on the Scottish Institute for its 
acceptance — is that instead of the English Institute 
becoming like the Scottish, the boot should be on the 


‘other foot; that is to say, an Associate whether 


English or Scottish, should be "A. CAT, that a person 


‘with five years’ experience in practice (English or 


Scottish) should be ‘F.C.A.’; and that a Chartered 
Accountant of either country with, say, seven years’ 
experience in commerce should become ‘C.A.’ The 
public would recognize A.C.A.s as Associates, , 
C.A.s as experienced commercial accountants, and ` 
F.C.A. would indicate the wider experience of 
professional practice. (The designation of C.A. might 
well be used to cater for the senior accountants of 
local authorities and government departments not 
otherwise qualified.) 

In spite of various arguments to the contrary, it is 
the Institute which is making the concessions, the 
Institute which has most to. lose, and the articled 
clerks of the Institute who have been 'sold up the 
river’ — if anyone has, Some ten years ago I wrote to . 
The Accountant suggesting that it would be a ‘gracious’ 
act on the part of the Institute to.absorb the Society. ` 
‘Gracious’ is still the operative word, high though the 


prestige and traditions of the Society may be. 


Certain voices have emerged once more suggesting 


oral tuition rather than correspondence, and: others 
demand that integration should include Fhe Associ- 


ation’ of Certified Accountants. There is no good 
reason why it should: it would increase the difficulties, 
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‘not solve them. It is furthermore unwise to-attémpt 


to do too much at one stroke. Mr S.. Russell Lang’s - 
| (9 That there will be some depreciation of the 


view of ‘the fear that the Society is about to lower 
its standard" (January 19th issue) seems to.me to be 
quite wide of the mark. It seems a pity that Mr 
Fredk A. J. Couldery (January roth issue) ever 


both ‘Provincial Practitioner" (January. 19th issue) 
ey Mr Couldery seem to forget, or perhaps not 
to comprehend, is that the Association may have 


ideas of its own and may be waiting to see which 


"way the ‘cat jumps; >- 
If the scheme falls through it will still be possible 
for ` the Society to merge with the Association, 


although this would probably be a rather unhappy .. 
marriage, but, if the scheme goes through, it is not . 


outside the bounds of possibility that The Association 
of Certified and Corporate Accountants might merge 


to form .one Institute répresenting commercial 
interests. To my mind this would not be at all a bad 


g: 
The Institutes of Chartered Accountants and the 


Institute of Cost and Works Accountants, in such a . 


case, could well 'speak with one voice' for each aide 
of the accountancy 
commercial — and. might well co-operate in CES 
interests of the wider profession. 

l | Yours faithfully; 
K. H. WEST, A.C.A. 'AC.W.A, 


a 
Sutton, Surrey. 


Sm, - I qualified in pre-war e serving ds " 
in a firm with both Chartered and Incorporated 
partners. I am now in partnership with a Chartered 8 


Accountant. 

I have read with care the booklets issued by the 
Institute and the Society on integration and the 
-scheme seems to me to be a statesmanlike effort on 
the 
work put into it were to be set at nought by ah 
adverse.vote, brought about by shallow thinking. 


I consider that the scheme is for the immediate . 


benefit of the profession as a whole and. will ulti- 
mately benefit all individual members. The complete 
Integration of the profession would be to tbe Gë 
benefit. 

I have also studied the published letters on the 
subject and have been surprised at the reasons 
advanced by some Chartered Accountants for their 
opposition. | 

list some of these reasons: 
(1) That they will suffer from incréased competition 
for posts. 
(2) I the Society's examinations are of a lower 


^ (3) That there will be some Chartered isodon 
: who will not have taken all their Final ezami- 
: nation at one time. ` 
(4) 'That there will be some Chartered Accountants 
who have not-been articled. 
fei 'That the scheme does. not go far "enough and 
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should include The Association of Certified and 
Corporate Accountants. 


designation “Chartered, Accountant’, 
Some of these objections are open to debate but 


surely the most important things are: 
troubled to become a Chartered Accountant. What - 


(1) By integration the profession would achieve a 
unity and strength almost within sight of that of 
the legal profession. 

(a) All Chartered Accountants would still have been 
professionally trained. . 

-I suggest to those, who state that they will oppose 

integration, that their reasons for opposing it are of 


.less importance than the ultimate advantages. of 


porting it and that they change their minds. 
With regard to Mr Tatlow’s letter (February oth 


‘issue), I think that his ideas for admitting all practi- 
- tioners are too, sweeping for acceptance by the 
with The Institute of Cost and Works Accountants, - 
` him, but it seems that 


necessary majority at present. Basically, I agree with 
the Association at least is not 
interested at present. I consider his Ang posals - for 
reorganization of the Council should be dealt with 
separately and not confused with the present issue. 

When 1 first heard of the scheme, d stated that I 
thought it would fail, I still feel so, but I think that 
to permit or assist it to fail would be short-sighted. 


-The various Councils undoubtedly considered all the 
. objections which have since been raised by 


your 
correspondents and gave them due weight, Si then 
produced the scheme, so it should be accepted by 


the members of the various bodies. 


Yours faithfully, 
=O RHL COLLETT, ASLALAL 
 Pullheli, Caerns. 
Sir, - We in South Wales have now had our general 


meeting to consider the integration scheme and it has 
placed us in a much better position to weigh up the 
pros and cons. Unfortunately, for me, I cannot 
decide which weighs the heavier. 

There is no question that our profession today is 
equally as important as the others, such as law and 
medicine, but I question very much if we enjoy the 
respect attaching to the others. If I am right, I 
would suggest that it is because the public are not 


-protected by the law requiring a guaranteed minimum 
;-8tandard of ability.. To my mind, it is that standard 
-we should be aiming at in the least time possible. 


In the first place, I am quite happy to agree that 
the general public are virtually equally as well served 


-by both Chartered and Incorporated Accountants. 


It would appear, therefore, that the present scheme 
would in no way be a disservice to the public. I am, 
however, not so happy about the position twenty 


:years hence, I do not think that it is unreasonable to 
assume that our sons may then have to face a worse 
problem in considering amalgamation with a (then) 
Strong body of people. whose. recruits have not had 
the experience of a good general Ke in a practis- 


ne office. ' 
-It ia my view, for what it is worth, that the 
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‘problem should: be tackled completely once and for 
all if it is tackled at all. I do not pretend to know 
more than my seniors and superiors, but I cannot 
help feeling that there is a solution more readily 
acceptable than the present one (which I believe is 
not going to survive the vote). Today's position is 
accepted as chaos and I believe that a form of 
organized chaos over a period of ten years might go a 
long way to solving our difficulty. 

What, therefore, would. be the shortcomings of 
something on the following broad lines? 


' (1) The immediate formation of a joint examination 
.. board of the three main organizations. . 

(2) An approach o (be Government to protect the 
public by enacting that.in future no new person 
should be allowed to practice as an accountant 
unless he had satisfied the above joint examina- 
tion b 

(3) Existing practitioners should be allowed to 

l . continue under their present titles. (Barristers 

"i! ' gre members of different Inns of Court.) 
' (4) Existing practitioners should be.allowed to take 
‘the’ above. examinations, -and if successful, 
permitted to. call themselves Chartered, or 
. ^ Incorporated, or Certified, at their own will. 
(5) New entrants to the profession should be by 


means of articles to members of any of the three. 


main organizations, and having satisfied the 
examiners should be allowed to choose their titles. 

(6) Articled clerks should be restricted to two per 

member, plus one for ey qualified employee on 
© - the staff. 

No scheme could be perfect and the above may 
have serious drawbacks, but if we wish to command 
respect as a real profession we must put our house in 
order even though temporary sacrifices are necessary. 
If our main outlook is the protection of the public 
our own sowara will follow: 

T ee Yours faithfully, 

Cardiff. HORACE L. JONES, F.C.A. 
Sm, — It seems from recent correspondence on the 
subject of integration that the matter is developing 
into a conflict of personal interests. Few of us would 
deny that-the standards of integrity and ability within 
the Society are equal to those of the Institute. Or 
indeed, that integration in some form is desirable. 

We have to: consider, however, whether the 
current proposals are reasonable. Your correspond- 
ent, Messrs Griggs and Robinson (January rotb 
issue) have put admirably the case of the newly- 
‘qualified member. While they might be accused of 
putting their own. welfare before that of the pro- 
fession, I think the initiators of this scheme, who 
mainly represent the established firms, m be 
imbued with a similar spirit. 


With the abolition of premiums, itis necessary to ' 


offer prospective Society students. considerable 
financial advantages over articled clerks, as most 


would otherwise want articles..The scheme, therefore, | 


can be used as an excuse to have twice as.many 


articled clerks, with a corresponding saving in labour - 


costs. It may well be that persons who are not in a 
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ition to accept a meagre salary for five years are to 

e denied theo ODORE to become accountants at all. 

The Council have done: 

(1) Little to improve the financial welfare of 
articled clerks. 

(2) Nothing to see that principals respect the terms 

of the agreement of artic 

(3) Everything to prevent young members from 

setting up in competition with established firms. 

(4) Little to help those who desire post-qualification 

training in industry. 

They are now asking a sacrifice from the young 
member who has paid a premium and endured a 
nominal salary for a long period. I personally am 
prepared to make this sacrifice, but cannot our 
Seniors offer something in return? 

Yours faithfully, : 
R. STORER, A.C.A. 


Sır, - Whatever the individual views of the D E 
of the Institute and Society may be with regard to the 
proposed integration scheme it is hoped that great 
care will be taken to study the official literature 
issued by the respective bodies and to ascertain the 
facts before a decision is made.  . 

It would seem from Mr D. M. L. Alexander’s 
letter (February 2nd issue), that he is under the 
impression that Incorporated Accountants in industry 


are permitted to qualify other than through the, 


medium .of a professional office. In fact, the only 
Incorporated Accountants in industry who will not be 
allowed to use the designation ‘Chartered Accountant’ 
under the proposed scheme will be those-who have : 
either obtained their qualification through recognized ` 
service in the treasurer’s department of public and 
local authorities or in the offices of practising 
members overseas. 

There are many Incorporated Accountants in 
industry and nearly all of them have qualified either 
under articles or in accordance with the Society’s 
bye-laws in the office of a public accountant and who 
therefore have been suitably trained for the duties of a © 
public accountant. Yours faithfully, 

. Horley, Surrey. P. J. TOMLIN, A.8.4.4. 


Sm, — It seems desirable that someone should point 
out that clause 19 of the integration scheme seems to 
propose to bring into being a second class of Incor- 


epe Accountants, who will belong to no organized 


dy at all. They will pay no subscriptions and will be 

subject to no discipline. Two pertinent questions 
seem to arise: 

(1) Why should any present Incorporated Account- 

ant who is not, under the scheme, eligible for the ' 

. title of ‘Chartered. Accountant’, become a 

member of the Institute and pay subscriptions? 

(2) What is to happen if an Incorporated Accountant, 

. not a member of the Institute, advertises for 

business, or otherwise offends against the 


professional code?, , 
. Yours faithfully, . - 
. London, EC4.. H W. SYDENHAM, F.c.A. 
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SIR, — In reading the correspondence on this subject 
I have been astonished at the absence of criticism of 


t what seems to me to be the essential defect of the 


VW 


A 
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scheme. In the twenty-five years which I have spent 
in the profession I had always understood tbat the 
various integration proposals had in mind the 
eventual establishment of a single controlling body 
and a unique qualification for accountants. As in the 
legal and medical professions, it was desired that 
‘qualified’ practitioners should be entitled to be so 
described only if they were members of the single 
controlling body. In this arrangement would lie the 
enhanced strength of the profession. In the present 
scheme, this is not at all envisaged and there will still 
be extant various bodies of which the members will be 
déscribed as ‘qualified accountants’. 

For this reason alene, in my view, the scheme falls 
far short of the objective which had always been 
contemplated and I shall certainly oppose the 
resolution for its adoption. 

I should add that despite the various corres- 
pondents’ views as to the training standards of 
Incorporated Accountants being not less than those of 
Chartered Accountants, I have no doubt whatever 
that articled clerks do, in fact, have better theoretical 
and practical opportunity than bye-law candidates, 
through the wise regulations and recommendations 
specified for them. As a result I feel that the privilege 
of being a Chartered Accountant is being dispensed 


‘rather extravagantly and that the scheme would 


require to be drawn far more carefully and with 


reater discrimination than at present in this respect. | 


his is, however, pertinent only to a fresh scheme 
which would comprehend the main objection which 
I have expressed above and which, it seems to me, 
is the very nub of the matter. 
| Yours truly, 
"^... E.C.A, LONDON 


SIR, — I have followed all the correspondence in your 


_ journal on this subject, but have yet to see the 


point mentioned that the profession is already over- 
crowded. I remember an article you published about 
three years ago in which it was disclosed that there 


are more qualified accountants in this country than 


the whole of the U.S.A. although the latter has three 
times or more our population. 

Refer also to the advertisements in your paper for 
staff for professional offices and see how many 
offer more than £1,000 per annum. The raising of the 
limit of the number of articled clerks will, in my 
opinion, make the profession even more crowded in 
the future with even less chance of the person with a 
small clientele being able to make a reasonable living. 

Since the scheme appears to have been devised 
mainly for the benefit of the public, may I suggest 
that whether it is approved or not, in the public 
interest the distinction of fellowship be abolished 
altogether. 

Yours faithfully, 
MICHAEL J. MARKS, A.C.A. 


Ilford, Essex. 
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SIR, — Opposition to the proposed integration scheme 
seems to come mainly from those members of the 
Institute who claim a divine right to pre-eminence 
in the profession. Paradoxically these very people 
rely, by their own admission, upon ‘snob’ value as a 
substitute for ability — why, otherwise, should they 
be afraid to compete on equal terms with a member 
of the Society. One such.correspondent even has the 
crowning hypocrisy to talk about the ‘right calibre’. 

The unashamed airing of this prejudice could be 
better understood if the authors said frankly that 
although unfair it was a good thing to be able to 
snatch an advantage, but to use specious arguments 
about discipline and training is to admit complete 
ignorance of the requirements which the Society 
demands of its members. Like his Institute colleague, 
a Society student only reaches full status after a lot 
of hard work and financial sacrifice and it is insuffer-. 
able that he should be regarded as of no account 
merely because of barefaced discrimination. 

One's success or otherwise as an accountant should 
surely depend primarily upon personal qualities and 
an ability to think and act independently rather than 
upon reflected glory. It may well be that some Char- 
tered Accountants would be left behind if these were 
to become the only criteria and they may consider 
this good reason to place sectional interests before 
those of the profession as a whole, but please let 
them not be priggish about it and make use of dis- 
honest comparisons to explain their attitude. 

It is interesting to contrast the resigned good 
humour of those municipal members of the Society, 
who are the real casualties of the scheme, with the 
whining notes of this new generation of Institute 
members. 

The Society has established fine institutions and. 
traditions and the Institute must stand to gain in. 
quality from swallowing it up but the price must be 
measured in terms of equality and not patronage. 

Yours faithfully, 
H. E. WARD, A.8.A.4. 
. Burnham-on-Sea, Somerset. 


SIR, — Apropos the voluminous correspondence on 
the subject of the proposed integration scheme, my 
views as a very recently qualified member of the 
Institute may possibly be of interest to readers. 

By the age of 15 I had realized the value of qualify- 
ing as a Chartered Accountant. Due to purely personal 
factors, e.g. having left school at 15, having always 
put health before ‘swotting’, having had studies 
interrupted by three years' military service and 
having had always a wide range of interests, primarily 
tennis and music, I have taken a very long time in 
qualifying. I am not ashamed to record that I sat 
five times for the Preliminary examination, three times 
for the Intermediate, and no less than four times for 
the Final. i 

It is axiomatic that success is only truly appreciated 
after many failures. Nevertheless, fate decreed that 
within a few days of experiencing academic success, 
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I learnt that I would have to spend three months in 
a sanatorium. . 

Ultimately, I was able to be philosophical: after all, 
the time spent in studying, the financial sacrifices and 
the slight and temporary setback in health were 
merely part of the price of obtaining one of the finest 
of all qualifications. 

Within a few days of having been discharged from 
the sanatorium, I learnt from a friend of the proposed 
integration scheme; shortly afterwards I received the 
official booklet issued to all members of the Institute. 

While I.am fully aware that the circumstances 
outlined above are somewhat out of the ordinary, I 
sincerely feel that many members who have qualified 
‘the hard way’ must feel as I do: that they and their 

arents (and in some cases their wives and families) 
ve made very real sacrifices in many ways, only to 
find that the title “Chartered Accountant’ and all that 
it signifies has been placed in grave danger of being 
devalued. Yours faithfully, 
OUTSPOKEN, A.C.A. 


Sm, — May I reply to those of rather snobbish out- 
look who have rushed into print through your columns 
on the subject of integration. A few facts are worth 
recor 

The Institute was established before Së Society 
and has, quite rightly, maintained a closed shop. 
Entry has been granted, until recent years, only to 


students whose parents could pay an expensive. 


premium and who could maintain them for five 
years, during which period they received little or no 
salary from their principals. 

The Society was established to meet this saion 
and to open a door into the profession to the bye-law 
candidate. By this -method an army of candidates 
entered from grammar schools and from homes 
where parents could not afford premiums. 

Chartered Accountants in practice who were 
limited to two articled clerks per partner welcomed 
this arrival.of students who were launched into the 
world without 'silver spoons' and with the knowledge 
at the commencement of their careers that they must 
work for their livings. By this system the Institute 
members have trained a very large. number of the 
Society's members who exist today. Unfortunately, 
at the end of this training the.closed shop operates 
again and without the opportunity of a partnership the 
Incorporated Accountant has had, to a large extent, 
to turn to industry fora career. That is why we have 
many large firms of Chartered Accountants in practice 
instead of similar firms of Incorporated Accountants. 

If the younger members of the Institute are 
allowed to defeat the present suggested scheme of 
integration because of their narrow outlook they may 
find themselves in a worse plight in the years ahead, 
when, instead of a freely negotiated integration, we 
may find ourselves forged together on terms which 
may be repugnant to all of us. 

Yours faithfully, 
LOYAL INCORPORATED ACCO JUNTANT. 


Sir, — The scheme carries the strong recommendation 
of the Institute but after attending a regional meeting 
I am in some doubt that the origin of de 
the fundamental reasons for its conception have been 
adequately revealed. The implications in paragraph 
I8 of the Explanatory Memorandum are that the 
Society may be compelled to lower its standards and 
align itself with die Association. Are we being 
invited to save it? au | 

It was suggested at the meeting that this oppor- 
tunity would not occur again. Ín this event, we may 
be outnumbered but our quality would remain and 
eventualy our opportunities for filing the best 
appointments would be even more exclusive. Our 
qualification has been established, through the 
medium of international firms, as the best in the 
world and it should not be given away lightly. 

Implementing the scheme may impose better 
standards and so protect the public more, but 
registration will be impossible unless the Association 
and other 'splinter' organizations are included; the 
Government wil not permit a monopoly which 
interferes with the professional freedom of societies 
already established. The. representatives of the 
Institute were quite uncertain about unification ever 
being achieved. 

- The scheme requires most careful examination and 


my first impressions are that it should be rejected for 


aon 


the following reasons. 

(1) Registration is much too remote. 

(2) We should not lose by the Society joining the 
Association on a lower standard. Our exclusive 
standards will always be recognized. 

(3) Insufficient time has been allowed for its 
approval. It needs six months’ study and con- 
sultation. Yours faithfully, - 

Bristol. L.C. WORRALL, A.C.A. 


SiR, — It would be timely, I think, if in your issue 
before the Royal Festival Hall meeting The Institute 
of Chartered Accountants in England and Wales 
was reminded that charges of oppression and dis- 
credit against members of the Association of Certified 
and Corporate Accountants remain unanswered. 
These charges were made by me in letters published 
in The Times on January gth, and The Economist on 
January 26th. 

The ground for these charges stems from paragraph 
19 of the Institute’s explanatory memorandum. That 
Certified Accountants are not content to be so 
humiliated was remarkably demonstrated at a 
meeting of some 500 members of their London and 
District Society on February 7th. This meeting 


unanimously passed (one dissentient) a resolution . 


expressing. concern at the proposed merger and 
called upon the Council of the Association (a) to 
protect the interest of members; (5) to ascertain the 
views of and make representations to the Board. of 
Trade; and (c) to convene a special meeting of the 
Association. Yours faithfully, 

COLIN A. PERRY, 


Sutton, "Surrey. A.A.C.C.A., F.C.C.8.,- F.S.8. 


February 16th, 1957 
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Correspondence 


‘Letters must be authenticated by the name and address of the writer, not necessarily for ubican 
The Editor does not necessarily agree with, or hold himself ES for, the opinions expressed. 


‘Opportunity’ Cost Accounting 


Sm, - I have come across a very interesting example 
of the application of ‘opportunity’ cost in manage- 
ment accounting. 

.In a mass production factory there is a weekly 
statement showing, in the familiar form, the break 
down of all clocked hours in numbers, and also in 
percentages. The same figures are then translated, 
using the actual achieved speed, into units of output. 
In this way one can see clearly what has been pro- 
duced, and what could have been produced in the 
time lost through waiting and/or used for certain 
ancillary and marginal EE ES than a 
straightforward production. 

The statement is very simple in üppeatáncs and 
easy to prepare. It could, in fact, be prepared daily 
without much clerical effort. Yet, because the pro- 
duction ‘lost’ is calculated on the basis of the achieved 
speed, the figures do represent a ‘missed’ opportunity 
and can be of immense value to management. 

I would be very much interested to hear of similar 
cases of ‘opportunity’ cost accounting. 


Yours faithfully, 
P... n, SWr6. 


L. HARE. 


Taxation of Overseas Profits 
Sin, - Mr J. Macdonald-Brown, in his article in your 
issue of.January 12th on “Tax Concessions for 
United dom companies trading overseas’, ex- 
resses doubt whether the proposals put forward 
B. Mr S. E. Taylor in the course of his address to the 
British Overseas Mining Association are adequate, 
-and whether they would provide sufficient incentive. 
The alternative suggested by Mr Brown is for the 
"whole of the initial capital expenditure which does 
not, under present law, rank for capital allowances 
to be treated as.a trade expense, and if this creates a 
loss it should be carried forward in the normal 
manner, In addition, capital allowances on. plant 
and machinery etc. would be speeded up. Where 
Mr Brown’s scheme seems to be vulnerable to criti- 
cism is the suggestion that these special capital reliefs 
should be passed on to the share olders in the form 
of tax-free dividends. 

Does not this stultify the main purpose of the 
scheme by encouraging distributions to shareholders? 
The grounds on which the Royal Commission recom- 
mended changes in the taxation of United Kingdom 
companies trading overseas were: . 

(1) to maintain a satisfactory balance of payments by 

fostering the growth of overseas trade; 

(2) to improve the competitive position overseas of 

United Kingdom traders vis-à-vis tradera from 
other countries; 


(3) to encourage the formation and retention of 

adequate reserves. 

These objects are not materially advanced by a 
scheme which would permit the whole tax benefit 
to be passed on to the shareholders. 

: 'There is no insuperable difficulty in drawing up a 
scheme to give suitable relief from tax on corporate 


profits earned overseas, and this could accord with 


what are generally recognized to be the economic 
needs of the State. The difficulties come to light 
when these profits are converted into personal income 
of United Kingdom residents by the declaration of 
dividends. 

One way of coping with the problem is that sug- 
gested by the Royal Commission, viz. that income tax 
should be deducted from all dividends and a special 
accounting should be made to the Revenue in 


respect of the part attributable to the overseas income. 


This has the merit that the problems to which it 
gives rise have to be settled between the company 
and the Revenue and do not affect the individual 
shareholders. 

A second and more wide- -sweeping proposal 18 
worthy of attention. This is that there should be a 
complete severance between the taxation of dividends 


and the taxation of corporate profits. Briefly, this 


would require an enactment to the effect that: 


(1) All dividends of United Kingdom. corüpalies 
would be taxable by deduction at the standard 
rate and would be income of the shareholder 
of the year in which they were declared: 

(2) The company paying the dividend would account 
for the full tax thereon to the Revenue, 

(3) A deduction for the gross amount of the dividend 
would be given in computing taxation upon the 
profits out of which it is declared payable. 

"This arrangement would eliminate a great deal of 
complex administrative work in regard to double 
taxation relief on dividends. 'The relief on profits 
double taxed would be given to the company on the 


-amount of the profits before deducting dividends and 


would benefit all shareholders fro rata to the extent 


‘that it increased the resources of the com any and 


improved its future earning power. ‘ Similarly, 'recip- 
rocal pioneer reliefs’ and reliefs for ‘overseas trading 
Een could be given on the basis of profits 
out regard to dividends paid, and these’ reliefs 
would increase the resources of the companies and 
assist their competitive power and foster the growth 
of adequate reserves. While they would not be of 
immediate benefit to individual shareholders, all 
these benefits would in the long run accrue to;the 
shareholders, and their. interests seem to be ade- 
quately protected i in this way. 
Naturally there would. be transitional problems 
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while the change was being made from the present 


system but, if these could be overcome, the resulting: 


position would be much fairer and easier to under- 
stand. 

u- - Yours faithfully, e 
Brookman’ s Park, Herts. L. 8. MURPHY. 


[Mtr J. Macdonald-Brown writes: Your correspondent's 
letter, while very sound in principle, ignores the thesis 
of my article — that in the changed conditions of today, 
instant expansion of our foreign investments is 
required, and therefore some scheme to attract more 
money into these investments must be worked out at 
once and must be of such a character ss to induce 
the investor to entrust his money to such investments. 

As a recognition of the fact that the initial or financ- 
ing capital was lost, it was suggested that this should 
be returned to the investor as capital out of that portion 
of the company's profits which was relieved from tax 
by ‘pioneer reliefs’. It was not suggested that the 


overseas concerns should pursue an imprudent : 


financial policy, but only that when they did make dis- 
tributions, the shareholder’s net product. should be 
increased by recognizing that part of the distribution 
,was in the nature of capital. It was not suggested 
that the distribution should ‘take the form of a tax-free 
‘dividend’, 

Section 27 of the Finance Act, 1956, already rec- 
ognizes (terminable life annuities) that a distribution 
may consist of a mixture of capital and income and 
the provision in Section 10 of the Finance Act, 1956, 
relating to ^non-domiciled employees of overseas 
employers, was stated by the Chancellor to be an 
instance of logic having to give way to expediency, so 
surely where in this case logic is allied to expediency, 
some new and imaginative’ proposals should be con- 
sidered .to remove the disincentives at present 
attached to foreign investment.] ` 


Purchase of Controlling Interest: Taxation 
SIR, — ‘Buyer’s’ request (January 26th issue) could 
not be answered in a few brief notes and he does not 
give any information as to how the transfer is to be 
effected; neither does he say whether the business is 
being taken over as a going concern or whether the 
‘cessation and commencing provisions apply. However, 

the following points, in my opinion, need very careful 
consideration: Sc l 

(1) If the business cannot be financed out of earnings, 
fresh capital could be introduced by some or all 
of the following: (a) debentures, (b) bank loan 
(preferably fluctuating overdraft), or (c) notes. 
These have the advantage that interest paid is 
not treated às a distribution for profits tax. - 

(2) If the business is treated as a new one, the first 
“year’s profits may form the basis for two or even 
three years. This can obviously be very advan- 

" tageous if profits are low the first year. Much can 
be done by slight re-organization of directors' 
fees, etc. The date of take-over should be chosen 

` "with care. 

(3) On the other hand, if the business is taken over 

` on a continuing basis, as appears likely, care is 
needed to ensure that accumulated losses (if any) 
are brought forward so as to reduce future assess- 
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ments. Conversely, the purchaser may be liable 
for income tax on profits earned in the preceding 
year. In either case the purchase consideration . 
would probably need some adjustment. 


(4)-Asset values. Balance sheet values do not, as a 
rule, reflect current values, especially is this true 
of assets acquired prior to 1939. Nor should 
insurances be taken as any guide. 'l'he question of 
balancing allowances and charges on transfer of 
assets needs some care. Suppose the balance 
sheet value of plant and machinery is say, £10,000 
which is also the written-down value for income 

. tax, and £15,000 is the sum required for these 
assets in the purchase consideration, the pur- 
chaser, on a going concern basis would be paying 
£5,000 on which he could not claim any capital 
allowances. 


(5) Stocks need careful watching. These may be 
valued at a low figure on take-over, but it is’ as 
well to remember that this is the commencing 
stock value for the first trading period and may 
reflect larger profits which might nullify any 
advantage to be gained by the ‘commencing 
business’ provisions. . 


(6) Profits tax. The advantages and disadvantages of 
the parent and subsidiary relationship should be 
weighed. If the profits are likely to fall short of 
£12,000 p.a., it may be better not to consolidate 
' but to take the abatements. The right is lost once 
one elects for amalgamation. 


(7) It will save ad valorem stamp duty if debitam 
not assigned (at 2 per cent this can be a big i 
all things equal, it is generally better to ar= ~ 
with the purchaser to collect all sums outstand..._ 
on behalf of the vendor. It also saves stamp duty 
if goodwill is kept to a minimum. The completion 
statement should’ show clearly those assets etc. 
which can pass-by mere delivery. This will save 
trouble in the future. A completion statement 
stating that goodwill, plant, fixtures and fittings 
are transferred at £x should be avoided if 
possible, ` - 

These are a few points, but one would need to 


write a book to cover all the ramifications and com- 


plexities involved. and I may have missed the points 
implicit in the question. — - 
Yours truly, 


E. W. ROCKHALL. 
Kingskerswell, Devon. 


Dependent Relative Allowance 


Str, — Having regard to the.sparsity of information in 


connection with dependent relative allowance it 
might interest your readers to know that this was 
recently granted in the follo circumstances: 

To a son, whose father (aged 55 years) was pré- 
vented from working due to continued illness and 
whose mother (aged 50) was necessarily employed in 
housekeeping; both in receipt ot public assistance; 


allowance £120. 
| Zon faithfully, E 
Liverpool, 1. ^ © 3 ^ R.L. TAYLOR. 


February.16th, 1957 
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THE INSTITUTE OF CHARTERED 
- ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL . 


At special and ordinary meetings of the Council held 
on Wednesday, February 6th, 1957, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present 

Mr A. S. H. Dicker, M.B.E., President, in the chair; 
Mr W. H. Lawson, C.B.E, Vice-President; Messrs H. 
Garton Ash, 0.B.E., M.C., W. L. Barrows, Sir Harold Barton, 
Messrs T. A. Hamilton Baynes, J. H. Bell, H. A. Benson, 
à E., Sir Bernhard Binder, Messrs J. Blakey, C. W. Boyce, 

-E, W. G. Campbell, P. F. Carpenter, W. S. Carrington, 

l. Clayton, E €. C. Croxton-Smith, W. G. 
Densem, W. W. Fea, Sir Harold Gillett, M.C., Mesars P. F. 
Granger, D. V. House, Sir Harold Howitt, c.n.z., D.8.0., 
M.C., Messrs P. D. Irons, R. B. Leech, M.B.E., T.D., R. 
McNeil, J. H. Mann, M.B.E., S. J. Pears, C. U. Peat, M.C., 
P. V. Roberts, L. W. Robson, Sir Thomas Robson, M.B.B., 
Messrs G. F. Saunders, Gilbert D. Shepherd, SE. 
C. M. Strachan, ong, E. D. Taylor, G. L. C. Touche, 
A. D. Walker, M. Wheat Jones, E. F. G. Whinney, 
R. P. Winter, M.C., T.D., the Secretary and Assistant 
Secretaries. 


Election to the Council 
Mr Walter Edmund Parker, C.B.E., F.C.A., London, was 
elected a member of the Council to fill the vacancy 
caused by the resignation of Mr George e 
reeman, .F.C.A., London, 


Réduction iu Period-ut Sereisedindur Articles 


One application under bye-law 61 for a reduction in 
the period of service under articles was acceded to. 


Exemption from the Intermediate Examination 


One application under bye-law 8s (b) for Ge 
from the Intermediate examination was acceded to 


Final Examination 
One application under bye-law 86 from an articled 
clerk for permission tó sit an earlier Final examination 
was acceded to. 


Articled Clerks Engaging in Other Business 
Four applications under bye-law 57 from articled 
clerks to engage during their service under articles in 


other business for the sole purpose and to the limited 
extent specified in the applications were acceded to. 


Articled Clerks: Industrial Experience 
Three applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in an 
industrial or commercial organization during service 
under articles were acceded to. 


Treasury Scale of Fees for Work on Behalf of 
Government Departments 
The Council noted that a revision of the Treasury 
Scale with effect from September 1st, 1956, had been 
negotiated with H.M. Treasury. Copies of the relative 
Treasury memorandum are being sent to all members. 


Articled Clerks 
DEFERMENT OF NATIONAL SERVICE 


The Council decided that the following statement be 
included in the proceedings of the Council: 

“The Ministry of Labour and National Service has 
amended one of the rules relating to deferment of National 
Service for articled clerks. 

“Where an articled clerk has passed the Intermediate 
examination by the time four years of his articles have 
been completed, deferment will be granted if necessary 

for a maximum period of six and a half years from the 
date of entry into articles to enable him to sit or re-ait the 

' Final examination, provided that he would not pass out 
of eligibility for National Service.’ 


Recommendations of the Royal Commission on 
the Taxation of Profits and Income 


The Council decided that the following statement be 
included in the ponen report of the Council 
proceedings: 

"The Council a pptoved | for submission to the 
Chancellor of the Exchequer a memorandum suggesting 
an order of priority for tho implementation of the recom- 
mendations of the Royal Commission on the Taxation of 
Profits and Income.' 


Preservation of Records 


The Council decided to make the following statement 
to members of the Institute in connection with matters 
arising on investigations for prospectus purposes. 
Copies of the statement will later be issued to all 
members in the form of an addendum to Recom- 
mendation XVI for insertion in the loose-leaf booklet 
published by Gee & Co (Publishers) Ltd, and 
containing the Council's recommendations on account- 
ing principles. 

(x) Accountants’ reports for prospectus purposes 
involve the investigation of accounts covering a long 
period, normally at least ten years. Where the records 
of the business in respect of the whole of the period 
have not been preserved such an investigation can 
be hindered and the reporting accountants may-find it 
necessary to include reservations in their report. 

(2) Such reservations may reflect adversely upon 
the reliability of the figures given in the report. 
Moreover they may be embarrassing to the company’s 
auditors where they were entirely satisfied, at the time 
when their audits were conducted, in regard to figures 
which cannot be verified during the investigation 
because the records are no longer available. 

(3) The Council therefore wishes to emphasize to 
members of the Institute the desirability of advising 
that important records should be retained for a long 
period, particularly where a business is such that there 
is a possibility that at some future date it may be 
necessary for a prospectus or similar document to be 
issued. 

(4) The need to retain important records applies 
particularly to stock inventories, including not only 
the fair copy summaries but also the rough stock-sheets 
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made out at the time when a physical count was taken 
in the works or storehouse. Ín this connection special 
attention is drawn to paragraphs 327 (c) and 336 of 
Recommendation XVI. If records have been destroyed 
the question asked by the Stock Exchange (paragraph 
327 (c)) cannot be answered- satisfactorily nor can the 
procedure recommended in paragraph 336 be carried 
out satisfactorily. 


Final Examination 


The Council decided that the following statement be 
published in the proceedings of the Council: 

"Ihe Examination Committee wishes to draw the 
attention of candidates and tutors to the disappointing 
answers given by many candidates in the papers on 
Advanced Accounting and Auditing in recent Final 
examinations. The Council hopes that more attention 
will be paid in the future to preparation for these ied 
important papers.’ 


Exemption from the Preliminary Examination 
GENERAL CERTIFICATE OF EDUCATION EXAMINATION 
The Council decided that a statement in the following 


terms be made in the proceedings of the Council: 


‘The Council has approved certain changes in the 
conditions under which results in the General Certificate 


of Education examination will be accepted for the- 


purpose of exemption from the Preliminary examination. 

No change is made in the existing rules relating to a 
minimum of five passes at ordinary level at one sitting of 
the examination nor to a minimum of six such passes at 


two sittings. 


The changes relate to the acceptance of passes at 
advanced level. Exemption will also be granted where: 


(a) a candidate has at any two examinations obtained 
a pass in not less than FIVE subjects including one 
" pass at advanced level; 


(b) a candidate has at any three examinations obtained 
a pass in not less than srx subjects including one 
pass at advanced level; 


(c) à candidate bas irrespective of the number of exami- 
nations involved obtained a pass in not less than 
IR subjects including two passes at advanced 
evel; 


provided that in all cases the passes shall include: 
(i) English language (or at advanced level English or 
English literature); 
(i1) À mathematical subject (Arithmetic being part only 


of the subject of mathematics will not be accepted 
 alone).' 


Certificates of Practice 


(a) The following application for a certificate of 
practice from a Fellow who has commenced to practise 
in England was acceded to: 


Richardson, John Peter Carwithen; 1955, F.C.A.; 1936, 
A CA: (¢Turquand, Youngs & Co) and (*Arthur Ander- 
sen, uand, Youngs ech Co), 19 Coleman Street, 
London, EC3, and at Malta, G.C., (fTurquand, Youngs & 
Co); (for other towns see +Turquand, Youngs & Co- 
Argentine, Ceylon, Far Eastern and North Borneo firms; 
*Turquand, Youngs & Co — Brazilian, Bristol ngland) 
and Iberian firms; *Arthur Andersen, Turquand, Youngs 
& Co — France, Ü. S.A; and *Fuller, King, Turquand, 
Youngs & Co - — Australia). 


(b) the following fifty applications for certificates of 
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practice from associates who have commenced to 

practise, were acceded to: 

Ainley, Morris Clifford; 19 et, A CA: (Ford, Rhodes, 
Me & Co), 4B Frederick's Place, Old Jewry, London, 
EC2 

Berry; Victor Frederick; 1950, A.C.A.; A Whinney, Smith & 
Whinney), 4B Frederick's Place, Old Jewry, London, 
EC2; (for other towns see t'Whinney, Smith & Whinney 
and [Harold E. Clarke & Co). > 

Boltsa, Michael; 
Corporation Street, Manchester, 4, and at Prestwich. 

Boyd, Anthony Morgan, B.COM.; 


—— r7 


upon Tyne, 1 

Carmichael, Keith Stanley; 1951, A.C.A.; (TWilson, Bigg & 
Co), Boa "Coleman Street, London, EC2. 

Coren, Anthony; 1953, A.C.A.; 152 Fenchurch Street, 
London, EC3. 

Cutner, Maurice; 1953, A.C.A.; (Cocke & Co), Bank 
"Chambers, 232-238 Bishopsgate, London, ECa. 

Delahaye, William Arthur; 1920, A.C.A.; Monks Way, 
Ruggin, West Buckland, Wellington, Somerset. 

Derby, Robert William James; 1950, A.C.A.; (C. F. 


Williams, Brabner & Co), 8 Drapers’ Gardene; Throg- 


morton Avenue, London, ECa. 


Drummond, Richard George Blair; 1954; A. C.A.; (tBooth, 


Anderson & Co), 2-3 Norfolk Street, London, W 2, and 
at Newbury. 

Duckett, David; 1953, A.C.A.; (Thomas Coombs & Son), 
Oxford Chambers, Victoria Square, Leeds, 1. 


Everitt, George Murray; 1 Mgr A.C.A,; oe Goddard & 


Co), 46-47 London Wall, London, E 


Fish, Tom Hilton; 1954, AC A oben ee & & £o), t 


61 Queen Street, Newton Abbot. 

Flisher, (Miss) Maureen Anne; 1956, A.C.A.; 69 Paliman 
Court, London, SW2. 

Fraser, Eric Malcolm; 1952, A CA: (James & Cowper), 
White Hart House, Market Place, Newbury, Berks; also at 
London (Somerset, Cowper & Co). 

Gray, Robin; 1956, A.C.A.; (T. Dix Lewis, Caesar, Duncan 
& Co), 112-114 Cannon Street, London, EC4. 

Groves, Walter Mee Steil; 1935, A.C.A.; (Hart Brothers, 
Reddall & Co), 1 e Guildhall Chambers, Basinghall 
Street, London, EG. dnd at New York. 

Grimshaw, Norman Varcoe; 1952, A CA: (GA McCarmick 
& Co), Oxford Chambers, ord Place, Leeds, 1. 

Grundy, Thomas; 1936, A.C.A.; (Thomas Grundy & Co), 
53 Disraeli Road, Harlesden, London, NWio. 

Hanson, John Christopher; 1956, A.C.A; (*Frank W. 
Hanson & Co), Court Chambers, Jessop Street, Castle- 
ford, and at Normanton. 

Harris, Michael Leonard; 1955, A.C.A.; (Harrison, Son, 
: Hill & Co), Charter House, 52 Gloucester Place, London, 
- Wi. E 

Harrison, Peter Clifford; 1955, A.C.A.; (J. & A. W. Sully 
& Co), Parliament Mansions, Abbey Orchard Street, 
Victoria Street, London, SW1, and at Bristol and Weston- 
super-Mare. 


+ against the name of a firm indicates that the firm, though . 


not wholly composed of members of the Institute, is com- 
posed wholly of chartered accountants who are members of 
one or the other of the three Institutes of chartered account- 
ants in Great Britain and Ireland. 

* against the name of a firm indicates that the firm is not 
wholly composed of members of one or the other of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. 

Firms not marked + or * are composed wholly of members 
of the Institute. 


1956, A.C.A; Lord's Chambers, 26` 


1952, A.C.A.; (*Eyton &: 
Eyton), County Chambers, 52 Westgate Road, Newcastle 
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Hayward, en Dawson; 1953, A.C.A.; (Lonsdale & 
Marsh), 26 Exchange Street East, Liverpool, 2. 

Hill, Arthur; 1940, A.C.A.; (Latimer & Kelsall), 125 Cotton 
Exchange Buildings, Old Hall Street, Liverpool, 3. 

Hovey, Kenneth Philip Blandford; 1951, A.C.A.; (J. Dix 

, Caesar, Duncan & Co), 112-114 Cannon Street, 
London, EC4, 

Jones, James Kenneth Rees; 1954, A.C.A.; (*Frank Impey 
& Co) Lombard House, 144 Great Charles Street, 
Birmingham, 3. 

Kempton, Kenneth William; oss, A.C.A.; 57 Ashmore 
Grove, Welling, Kent. 

Knowles, Godfrey Nelson; 1956, SE (Knowles & 
Barron), 109A High Street, Winch 

Lund, Thomas; 1953, A CA: (H. B. Gett, & Co), 15 
Avenue Parade , Accrington. 

"Martin, ]ohn Reginald Brett; 1936, A.C.A; (J. & A. W. 
Sully & Co), 17 Hendford, Yeovil, Somerset. 

Meynell, Richard Walter; 1951, A.C.A; (*Culley & Co), 
§ Bank Plain, Norwich. 

Nathan, Geoffrey; 1956, A.C.A.; (Striker, Nathan & Co), 
139 Tottenham Court Road, London, Wi.. 

ĮNeagus, Ralph Harvey; 1956, A.C.A; 152 Fenchurch 
Street, London, EC3. 

Parker, Philip Percy; 1956, A.C.A.; , Ellis, Warne & 
Co), 4 Gray's Inn Square, Gray's , London, WC. 

' Pearson, Sidney Richard; 1948, A.C.A.: (Titus Thorp & 
Ainsworth), 11 Winckley Street, Preston. ` 

ÍPearson-Griffiths, Brian: 1950, A.C.A.; (Cadogan House, 
12 West Bute Street, Cardiff. 


Plater, James Robert;. 1953, À.C.À.; 11 Wellington Street, 
e, Oxon. 


, John Wills: 1937, ACA.: a8. Kennedy Street, 
chester, 2. 
Roberts, Richard Guyton; 1950, A.C.A.; (*H. Barrett, Son 
& Taylor), 19 Cross Street, Barnstaple, and at Bideford 
and Ilfracombe. 


Rudland, David Marston; 1952, A.C.A.; Garden Cottage, 
Jubilee Drive, Malvern, ‘Worcs 

Sassienie, Neville: Naphtali; 1955, A. ACA. (W. H. Barnes 
& Co), aa Queen Anne Street, London, Wr. 

Slater, Eric; 1949, A.C.À.; (TStanley Holmes & Co), 68 
Pall Mall, London, SWr. 

tepai. Cpt 1949, A.C.A; (GA McCarmick & Co), 

ord , Oxford Place, Leeds, 1. 


_ Swindell, John Frank; 1948, A.C.A.; (Dixon, Hopkinson & 


“Ne 
r 


Co) and (Jas. M. McIntosh & Son), Grosvenor Buildings, 
ISA Steelhouse Lane, Birmingham, 4; also at West 
Bromwich (Dixon, Hopkinson & Co). 
{Temple, Ralph; 1956, A.C.A.; (R. Temple & Co), 33 
Broad e, South Tottenham, London, N15. 


[Tennent, John Michael; 1955, A CA: Merlin Cottage, . 


' Hawkshill Way, Esher, Surrey. 

Warner, Frank Charles; 1941, A.C.A.; (C. L. Dain & Co), 
Westminster Bank Chambers, Lichfeld, Staffs, and at 
Rugeley. 

Westhead, Brian Thomas; 1953, A.C.A.; (Wright & West- 
head), 1 Martin Street, Stafford, and at Wolverhampton. 

Wheeler, John Charles; 1943, A.C.A; , Padgham & 
Grande), 12 Bruton Street, London, Wi. 

Wicks, Merlin Whitfield; Au E A.C.A; (EL D. Leete & 
Co), Northem Assuran dings, 9 Princess Street, 
Manchester, 2, and at Chapel-en-le-Frith. 


Elections to Fellowship 


(a) Seventy-six applications from associates ] for 
election to fellowship under clause 6 of the supple- 
mental Charter (bye-law 31) were acceded td. | 
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(b) Two applications from associates for election to 
6 and 31 of the supplemental 
Charter (bye-law 31) were acceded to. 


A list of those who complete their fellowship before 
February igth, wil appear in The Accountant of 
February 23rd. 


Registration of Articles 


The Secretary reported that 124 articles of clerkship 
were registered during the: month of January 1957 
as compared with r37 in January 1956. 


Change of Name 


The Secretary reported that the following changes of 
name had been made in the Institute records: 


Augustus Weerasinghe to Lionel Augustus Weerasinghe, 


A.C.A. : 
Fred Leslie Prusmann to Frederick Leslie Prusmann, 
AC. A. 


Resignations 


The Council accepted the resignation from member- 
ship of the Institute of: 


Mr Walter Jonathan Evershed, A.C.A., Herne Bay. 
, William Newman Howard, M.A., A.C.A., London. 
» Thomas Ireland, F:c.a., Birmingham, 
„ Jobn Richard Craven: Kenyon, M.C., B.A., ACA., 
Wimbledon. 
»' Harold John Sharpe, F.c.a., Hoddesdon. 
» Richard Frank Turnbull, F.c.4., Bexhill-on-Sea. 
. , Edward Albert Turner, A.C.A., Grimsby. 


Deaths of Members 


The Council received with regret the Secretary’s report 
of the deaths of the following members: 


Mr Robert Bentley, F.c.a., Dewsbury 
» Reginald Charles Bromhead, F. C.A., London. 
» John Edward Newton Brough, F.C.A., Ripon. 
» Herbert Cane, A.C.A., Brighton. 
» Francis Theodore Castells, C.1.E., A.C.A., London. 
„ Jack Gawthorpe Adamson Ellis, F.c.a., Portsmouth. 
» George Faulkner Everingham, A.C.A., Hull. 
, Ralph Cyril Fielder, r.c.4., London. 
» Maurice Leonard Crandon Gill, 
mouth. 
» Donald Gillies, T.D., A.C.4., Hull. l 
» John Garland Godwin, F.C.A., London. 
» William Nicholas Hawken, F.C.A., Leamington Spa. 
: ,, James Harold Johnson, A.C.A., London. 
» George Leather, F.C.A., Liverpool. 
v Frederic Lee, A.C.A., Leicester. 
», Edward Maloney, O.B.E., F. C.A., Keston. 
» Richard Hollins Murray, A.C.A., Leominster. 
,, Aubrey Harris Muxworthy, A.C.A, Newcastle upon 


T a Pii, John Owen, A.C.A., Sheffield. 
» Kenneth Ronald Robert "Readhead, F.C.A., London. 
» Douglas Leonard Roome, A.C.A., Birmingham. ` 
» Ernest Henry Sherrey, A.C.A., Stratford-on-Avon. 
» Bernard Zancarol Simpson, A.C.A., Kendal. 
^» Sidney Naylor Smith, B.A., A.C.A., London. 
» Harold Edgar Swift, A.C.A., Sutton. 
» Owen Walter Thom an; F, C.A., Birmingham. 
vw Thomas Marson Till, ong, F.c.A., London. 
" Reginald Verity, sei. Hall, 
» Edward Harry Grey Vigor, A.C.A., Windsor. 
» William James Ward, ‘A.c.a., Bi 
vw George Maurice Wright, A.C.4., London. 


A.C.A., Bourne- 
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Notes and Notices ` EE 5 


|. THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


EXEMPTION FROM THE PRELIMINARY EXAMINATION 


The Council of The Institute of Chartered Accountants 
in England and Wales has approved certain alterations 
tó the rules relating to exemption from the Preliminary 
examination, based upon results obtained in the general 
certificate of education examination. 

Details of the alterations are given in the proceedings 
of the Council meeting reported elsewhere in this issue. 


PERSONAL 


Messrs RIDLEY, HESLOP & Games, Chartered Account- 
ants, of 1o New Court, Lincoln's Inn, London, WC2, 
and "Zurich, announce that Mr P. G. HESLOP, F.C.4., 
has resigned from the partnership which will be con- 
tinued by the four remaining partners. 


“Messrs E. C. Price, Son & Hem Chartered 
Accountants, and Messrs SLADE, Lewis & SLADE, 
Chartered Accountants; both of 6 Iddesleigh House, 
Caxton Street, London, SWni, announce with regret 
the retirement of Mr B. J. ASHURST, F.C.A., due to ill 
health, as from January rst, 1957. They also announce 
that they have been joined in partnership by the 
partners of Messrs W. H. WALKER & Co, Chartered 
Accountants, of Liverpool: and the Isle of Man. 
The style and addresses of the firms will remain un- 
changed. 


Messrs James Watson & Son, Chartered Account- 
ants, of Lloyds Bank Chambers, Lowther Street, 
Carlisle, annoünce with deep regret the death on 
February roth, of Mr Tuomas DOWELL, F.C.A., a 
partner.in the firm. 


Messrs WHEAWILL & Supwortu, Chartered Xs: 
countants, of 35 Westgate, Huddersfield, announce with 
deep regret the death on February 6th of Mr E. S. 
ETCHELLS, F.C.A., who had been a partner in the firm 
for 34 years. 


Messrs A. J. PALMER & Co, Incorporated Account- 
ants, of Fareham and Gosport, announce that Mr N. H. 
MUNDAY, A.8.A.A., who has been a partner in the firm 
for four years, is retiring from the praciice to take up 
an appointment in Australia. The practice will be 
continued by the remaining partners, Mr S. Cooxg, 
F.8.4.4., and Mr A. C. D. MILLER, F.8.4.A. 


PROFESSIONAL NOTES 
Mr J. ENocH POWELL, M.P., Financial Secretary to the 
Treasury, has appointed Mr Joun M. Howarp, 
F.C.A. (M.P. for Southampton uh to be his Parlia- 
mentary Private Secretary. 


Lord Latham, J.P., F.a.c.c.a., has been appointed 
a member of the Standing Advisory Committee on 
Salaries of the Higher Civil Service. 

Mr John Macnish, c.a., has been appointed a director 
of The Chad Valley Co Ltd. 


Mr A. A. Moller, ¥.c.a., has been Appointed a 
director of Sanitas Trust Ltd. 


THE INSTITUTE OF. CHARTERED 
ACCOUNTANTS IN IRELAND 


: MEETING OF THE COUNCIL 


A meeting of the Council of The Institute of Char- 
tered Accountants in Ireland was held in Belfast on 
Thursday, January 31st. 
Attendance 

The President, Mr Frank Cieland, was in the chair, and 
there were also present Messrs G. F. Klingner, Vice- 
President, H. E. A. Addy, John Bacon, G. A. P. Bryan, 
Patrick Butler, M. M. Connor, A E. Dawson, lames 
Graham, N. V. Hogan, H. 'T'.. Montgomery, R. P. F. Olden, 
James Walker, and D. McC. Watson, with the Secretary 
and Joint Honorary Secretary and Treasurer in attendance. 


Death l 
The death on November 5th, 1956; of Mr James 
McFadden, F.c.a., of Belfast, who had been admitted 
to membership of the Institute in 1897, was reported 
and noted with regret. . 
Fellotoship | 

The following Associates were elected to Fellowship: 

Ronald Finiay-Mulligan, Dublin. 

Jobn Laurence Kealy, Dublin.. 

Michael Francis Quinn, Dublin. 


Associateship in Practice 
Mr James Patrick Lochrin, A.C.A., Mp d 


Le 


Membership 


| The following candidates, who were successful at the 


Final examination in November 1956, were admitted 
to membership: 

As an Associate in Practice: Charles d Adams (Belfast). 
As Associates not in Practice: Raynor William Billington 
(Belfast); Norman Hilary Caters Belfast), George Walter 
Cosgrove (Belfast); William Devlin (Carrickfergus, Co. 
Antrim); Charles Frederick Smyth Gibney (Belfast); 
Alexander Thomas Hamilton (Belfast); Charles Edward 
Johnston (Belfast); Angus Hugh McCulloch (Belfast); 
Desmond wrence Magowan (Armagh); Roy cm 
Corbett (Dublin); Tames Cyril Downes (Limerick); Ge 

Daniel Fitzpatrick (Dublin); William E cheats (Dublin); 
Norman Ernest Judge (Dublin; W illiam James Kelly 
(Dublin); David Thynne Sneddon Law (Trinidad, B.W.1.); 
John Lowe (Dublin); Denis Charles More 'OFerrall 
(Moyvalley, Co. Kildare); Peter Francis Munro (Dublin); 
Augustine Gerard Murphy (Dublin); Anthony Noel 
O'Connell (Caherconlish, Čo. Limerick); Francis John 
Woods (Dublin). 


At a short ceremony, the Presiderit welcomed a 
number of the new Associates and presented certi- 
ficates of membership. 

Thomas Joseph Brennan, Nairobi, Kenya SE 
was also admitted to membership. . 


Resignations 
The resignations of. Mary Doreen Gilmore, A.C.A;, 
Belfast, and George Harold Downes, A.c.a., Dublin, 
from membership of the Institute were accepted. 


Examinations - May 1957 
It was decided that the next examinations — Preli- 
minary, Intermediate and Final -— should be held in 
Belfast and Dublin on ne 21st, Zad, 23rd and 24th, 
I957. "^ 
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LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


At a meeting of the London and District Society of 


Chartered Accountants to be held on Tuesday, February: 


26th at 6 p.m. in the Oak Hall of the Institute, Mr F. N. 
Bucher, Q.c., will speak on 'Surtax on controlled 
companies’. 


AMERICAN INSTITUTE OF ACCOUNTANTS 
CHANGE OF NAME : 


The members of the American Institute of Accountants 
have adopted a proposal by 18,885 votes to 1,042 to 
change the name of the Institute to “The American 
Institute of Certified Public Accountants’, : 

The purpose of this change, which becomes effective 
on June tst, is to keep the title ‘certified public account- 
ant' before the public and to make it clear that the 
Institute is the national professional organization of 
Certified Public Accountants. 

Approval of the change required that at least ont- 
third of the membership should vote and that two- 
thirds of those voting should favour it; membership 
at the time of posting the ballot papers was 27,850. 

À similar proposal in January 1956 failed to win the 
necessary two-thirds majority; the voting then was 
10,363 in favour and 6,922 against. 


LEEDS AND BRADFORD STUDENTS’ 
RESIDENTIAL COURSE 


The sixth annual residential course to be arranged by 

the Leeds, Bradford and District Society of Chartered 
Accountants, in conjunction with the Leeds and the 
Bradford chartered accountant students’ associations, 
will be held during the periods March 4th-8th (for 
Intermediate students) and March r8th-22nd (for 
Final students) at Grantley Hall, near Ripon. 

The courses are designed to help students by pro- 
viding lectures on subjects within the Institute's 
syllabus, particularly those subjects which cause 
most difficulty. Both courses have an interesting 
programme of lectures which will be followed by group 
discussion, while the Final course includes a short 
accountancy problem which will be circulated before 
the course opens. Group answers to the problems will 
be discussed with each group by practising chartered 
accountants on the final day and a model answer will 
then be provided. 

The courses are open to all articled clerks (and 
students out of articles) in the offices of members 
of the Institute in the area of the Leeds, Bradford 
and District Society of Chartered Accountants, and 
of the North Yorkshire and South Durham Branch. 
Some vacancies will also be reserved for students from 
other areas. 


BLACKPOOL AND FYLDE CHARTERED 
ACCOUNTANTS 


The eighth annual meeting of the Blackpool and Fylde 
Branch Chartered Accountants’ Society, was held at 
The Palatine Hotel, Central Promenade, Blackpool, 
on January 28th, preceded by a lunch. | 

- The honorary secretary reported that the member- 
ship numbered sixty-four and that during the year 
monthly luncheon meetings had been held, to some of 
which guest speakers bad been invited. ` 
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It was resolved that the office of President should be 
offered to the ex-chairman of the Society in order, 
and that Mr Harold Denner, F.C.A., be invited to be 
President for the ensuing year. MESES 

Mr F. S. Nickson, ¥.c.A., was appointed the new 
Chairman and he thanked Mr W. G. Wearden, F.C.A.,: 
the retiring Chairman, for his services. i 

Mr J. D. Eckersley, A CA. was re-appointed hon- 
orary secretary and Mr J. S. Walker, a.c.a., honorary 
auditor. Mr A. Bleazard, F.c.a., was reappointed 
as the Society’s representative at the North Lancashire 
Branch of the Manchester Society of Chartered 
Accountants and the following members were elected 
to the Committee: 

Messrs F. S. Nickson (Chairman), W: G. Wearden, C. 
Brooke, A. Bleazard, G. A. Box, B. G. Counsell, J. Blane, 

. Denner, F. G. Darwell, J. S. Darwell, A. J. Mather, 
E. A. Nickson, M. S. Owen, J. S. Walker, T. C. Bryan and 
J. D. Eckersley (Hon. Secretary). 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 


Facts of Faith is the title of a film which will be shown 
at a meeting to be held at 6 p.m. on Friday, February 
22nd, at Incorporated Accountants’ Hall, Victoria 
Embankment, WOCa. Those interested, also their 
friends will be welcome. 

After the film the Fellowship will hold its annual 
general meeting. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The Library and Study Room at 111 Moorgate will 
close next Tuesday, February i9th, until Monday, 
March rb, when they will reopen at Spencer House, 
South Place, EC2. 

The following meetings will be held during next week: 

Monday, 5.30 p.m., at the Institute: Lecture on ‘Getting 
behind the figures’, by Mr A. G. B. Burney, O.B.E., B.A., 
F.c.A. Chairman: Sir Bernhard Binder, F.c.a., Past 
President of the Institute. 

Tuesday: Visit to Lloyds Bank (limited number). 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on "m ‘A general introduction to income tax’, by 
Mr J. Kennedy Melling, A.C.A., A.T.I.I., F.R.ECON.S. and 
(2) ‘Company law’, by P. W. Medd, Barrister-at-Law. 

Saturday: Badminton match v. Imperial College. 


RESIDENTIAL COURSES FOR 
EXECUTIVES 


Residential courses on "Work study' and "I'he impact 
of computers and automation on management! have 
been arranged for senior executives by the Sundridge 
Park Management Centre, Bromley, Kent. 

The first course, from April 15th—17th, will be on 
‘Work study’ and is inténded to enable managers to 
examine the results which can be achieved by the 
application of up-to-date work study techniques in 
the field of industry and commerce, to give an appreci- 
ation of the techniques concerned and to indicate how ` 
these may be integrated into an existing organization. . 

Alternative dates —]une i2th-i4th or July 23rd- 
25th — are given for the course on “The impact of 
computers and automation: on management’. This 
course analyses those matters which require manage- 
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ment consideration and preparation if full value is to 
be derived from the potentialities of automation in the 
office and the factory. The practical, technical and 


organization problems in devising and handling control 


data and setting up standards of performance will be 
reviewed, together with the economic and human 
problems involved. 

The inclusive residential fee for cacti course is 
20 guineas and application forms and further infor- 
mation may be obtained from The Director, Sun- 
dridge Park Management Centre, Bromley, Kent. 


ACCOUNTANCY AND THE OLYMPICS 


The 1956 Olympic Games in Melbourne in November 
saw high honours bestowed upon three Australians 
who are closely associated with the accountancy 
profession, according to The Chartered Accountant in 
Australia for December. 

The honour of bearing the Olympic torch into the 
arena was given to Mr Ron Clarke, holder of the 
world junior mile record. Mr Clarke is studying for 
the examinations of The Institute of Chartered 
Accountants in Australia, and is with the firm of 
Kent, Brierley & Fisher, Chartered Accountants 
(Aust .), of Melbourne. 

Mr John Landy, holder of the world mile record 
and captain of the Australian Olympic team, is the 
son of Mr G. C. Landy, F.c.a.(aust.), of G. C. Landy 


& Co, Chartered Accountants (Aust.), of Melbourne. 


In the games, Mr Landy won a bronze medal for third 
place in the 1,500 metres. 

Mr H. N. Hewitt, who is also studying for the 
examinations of the Australian Institute and is with 
the firm of Holme & McGrindle, Chartered Account- 
ants (Aust.), of Melbourne, won a bronze medal as 
cox of the Australian rowing eight which was placed 
third in the 200-metres event. 


DEVELOPMENTS IN AMERICAN 
^ "ACCOUNTING. 


A public lecture on ‘Recent developments in American 


accounting’ will be given by Professor Sidney Davidson, 


Professor of Accounting at Johns Hopkins University, 
Baltimore, on February 22nd at 5.15 p.m. in the 
reception room of the University of Bristol. Admission 
is free and without ticket. ` - 


AUTOMATION IN THE OFFICE 


The Business Efficiency Exhibition of 1957 will be 
opened by Lord Chandos at Olympia on June ryth. 
The exhibition, organized by the Office Appliance and 
Business Equipment Trades Association, will be held 
from June 17th-27th and visitors wil have the 
opportunity of inspecting electronic computing 
equipment which Britain is introducing in the new 
era of office automation. 

Among features of particular interest will be 
improvements made in streamlining electronic account- 
ing and computing procedure in order to bring them 
into phase with normal mechanized routine, and the 
elimination of intermediary processes whose function is 
purely to prepare data for the computers. 

Other new equipment on view will include microfilm 
cameras capable of photographing both sides of a 
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document simultaneously, photo-copiers which. can 
reproduce facsimiles of letters and documents in a 


few seconds, and a new teleprinter capable of operating yy 


at 100 words a minute — a 50 per cent increase over the 
present international speeds. 


BRITISH COUNCIL COURSE ON 'THE CITY 
OF LONDON? 

The British Council, in conjunction with the principal 
City organizations, is holding its fourth annual 
course on "The City of London’ from May 19th—June 
ist. The course, which provides an intensive review of 
the City as a financial centre, is intended for overseas. 
executives of banking, insurance, stock exchange, 
shipping and related institutions. 

The main part of the course will consist of a series 
of lectures explaining the technique and functioning 
of the various sectors of the City as they operate in the 
post-war world; individual lectures will deal with 
such subjects as the operations of the clearing banks, 
the merchant banks and discount market, the activities 
of the various branches of insurance and the role of 
the insurance companies in the investment markets. 

. T'here are fifty vacancies for the course and applica- 
tions should be made to the representative of the 
British Council in the country of residence. Applicants 
resident in the United Kingdom should apply to the 
Director, Courses Department, The British Council, ` 
65 Davies Street, London, Wir. The course fee of £55 
includes the cost of board and lodging and excursions. 


SEVENTY-FIVE YEARS AGO 
Pow Oe Accountant or Fesruary 18TH, 1882 
Extract from a leading article entitled 
THE JoiNT Stock COMPANIES’ ACTS AND AUDITORS (III) 
We would suggest that the Registrar should be in- 


` vested with greater authority than be at present 


possesses, and he should have the power, subject to 
appeal to a judge in chambers, to refuse to the pro~: 
moters of a company a certificate of its incorporation 
until they have proved to his satisfaction that they have 
a bona fide object in launching it. 

. The memorandum and articles of association; all 
contracts and agreements which will be binding on the~ 
company when registered; the prospectus, and all 
circulars proposed to be issued in order to influence 
the subscription of capital, should be-submitted to the 
Registrar for his approval, and these documents: 
should be accompanied by a certificate from the 
solicitor whose name appears on the prospectus that 
all the legal work has either been prepared or approved 
by him entirely in the interests of the company about to. 
be incorporated. On being satisfied as to these parti- 
culars the Registrar would grant a certificate of i in- ' 
corporation, on which should be stated the minimum , 
amount of capital which must be subscribed before the 
company is allowed to commence business, The pros- 
pectus might then be issued, and subscriptions for 
shares invited, but no allotment of shares should be 
permitted until a certificate of the Auditors had been 
produced to the Registrar to the effect that the minimum 
capital just referred to had been legitimately subscribed 
and that a deposit on each share applied for had been. 
lodged with the bankers of the company. 


~ 





The Recognized 
Weekly Organ for 


Chartered Accountants 


and Accountancy 


throughout the World 


CONTENTS 
Page 

Rating and Local Govern- 
ment Finance 201 
Inland Revenue Report 203 
Interpretation of Taxing 
Statutes 

by T. 7. Sophian 204 


The Internal Auditor's Duty 
in Relation to the Presenta- 
tion of Information to 
Management 


by Reginald A. Reid, C.A. 
Weekly Notes 
Finance and Commerce 


The Proposed Integration 
Scheme: Special Institute 
Meeting 


More 1 Integration Letters 


Gorrespondence 


Inland Revenue Extra- 
Statutory Concessions 


Alterations in 1955 
Taxation Case 
In Parlament 


The Institute of Chartered 
Accountants in England and 
Wales 


Associates derd to Fellow- 
ship and applicants admitted 
to Membership 


Finding and Decision of the 
Appeal Committee 


Members' Library 


Notes and Notices 


Personal- Professional 
Notes — Obituary — London 
and District Society of Char- 
tered Accountants ~ Susser 
Chartered Accountant Stu- 
dents’ Society — The Char- 
tered Accountant Students' 
Society of London - Insti- 
tute of Actuaries — Inter- 
national Hospital Federation 
— Seventy-five Years Ago 


220 


222 


223 
223 


224 


225 


226 


227 


227 






ACCOUNTANTS 


ESTABLISHED 1874 
FEBRUARY 23RD, 1957 


RATING AND LOCAL 
GOVERNMENT FINANCE 


HE Government’s promised review of local government 

finance has at last been completed and its proposals for 

reform made known in an announcement by the new 
Minister of Housing and Local Government, Mr HENRY BROOKE. 
When the proposal to make the review was announced, hopes 
were raised that the whole system would be put on a really 
rational basis. It is apparent, however, that the opportunity has 
been missed, for the reform proposals themselves amount to little 
more than tinkering with the problem. 

In the field of rating the Government has at last given way to 
the much repeated argument that the three-quarters derating 
granted to industry in 1929, if it ever was justified, is not justified 
now. Even here, however, only half measures have been taken. 
In the first place, half derating will be retained, industry’s con- 
tribution being increased from 25 per cent to 50 per cent. In the 
second place, even this change is not to take place immediately; 
before it takes effect, consultations are to be held with repre- 
sentatives of industry for the purpose of reviewing the rules 
concerning the rating of industrial plant and machinery. How 
long this new review will take is not known, but there is not 
much indication of haste. 

It may well be that the aggregate burden of taxation on 
industry is excessive and that the law of diminishing returns is 
beginning to operate, although this is not borne out by the 
buoyant figures of revenue published in the new Inland 
Revenue report. Nevertheless, it is difficult to understand why 
part of the rate burden should be taken off the shoulders of 
industry and transferred to the occupiers of other property. 
Industry, unlike the occupiers of dwelling-houses, does have the 
advantage of deducting the rates from its taxable profits. No 
doubt the decision to increase rates on industry was taken with 
the next Budget well in mind and hopes are raised that some 
relief will be given; perhaps by way of a resumption of investment 
allowances, or perhaps by a rationalization of profits tax. 


Additional tinkering with the rating structure is to be done by 


way of further changes in the system of pool payments to local 
authorities by the nationalized industries, including the direct 
rating of electricity and gas showrooms used as shops, so that all 
payments now included in the pool are taken into account as rates. 

In the last few years, Government has turned from one 
expedient to another in the field of rating. The Local Government 
Act, 1948, provided for a system of valuation of dwelling-houses 
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which in 1953 was dropped in midstream in 
favour of a notional figure based on a. highly 
unreal estimate of what the house would be 
worth to let in June 1939. 

This disguised and haphazard partial derating 
of houses, combined with the open full derating 
of agriculture and the three-quarters derating of 
industry, meant an enormous concentration of 
the burden of rates on the shoulders of occupiers 
of shops, offices and hotels. Once again, therefore, 
an expedient had to be found. This time it was a 
20 per cent derating of these properties with, of 
course, a consequent retransfer of some of the 
burden to industry and to the occupiers of 
dwelling-houses. Now that all categories of rate- 
payers are receiving concessions, the same amount 
of rates having to be collected, one wonders 
why the Government does not just start again; 
the present situation is a Gilbertian one. 

In the face of all this, it is difficult to understand 
what prompts the Minister’s confident assertion 
that rates provide a sound basis for local finance 
and that ‘no better system of local taxation has 
been propounded’. 

- While the Government recognizes the desir- 
ability of preserving and increasing the independ- 
ence of local authorities in the raising and 
spending of their money, as being necessary 
to the good health of local government, it 
evidently does not think it right to earmark 
for the direct benefit of local authorities any tax 
that is now levied nationally. Obvious examples 
are the entertainment tax and motor taxation. 
Certainly such a system would seem to be more 
erratic than rating, for motor-cars and places of 


entertainment tend to be more numerous in the- 


more prosperous areas. But, there is a good 
deal which can be said for a combination of local 
with national taxation, that is, an additional 
income tax: to be levied by local authorities on 
the incomes of the persons within the local 
authority boundaries — the incomes arrived at for 
income tax purposes being the measure adopted. 
Already Schedule ‘A’ income tax and rating run 
hand in hand, and there is a long tradition of 
co-operation between local authorities and local 
tax offices, not to mention the essentially local 
nature of the system of bodies of income tax 
commissioners. Municipal income taxes are by 
no means unknown in the world, and indeed, 
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rating itself is the remnant of a system of local 
income taxation. 

The Government's other proposed reform is a 
major recasting of the financial relationship 
between the Exchequer and local authorities, 
entailing a radical revision of the structure of 
Exchequer grants, as well as some reduction of 
the grants, to take account of the increases in 
rate income. With a few exceptions, where 
technical considerations make it impossible or 
undesirable, specific grants will be replaced by a 
general grant of an amount fixed in advance for _ 
two or more years, though not necessarily at the | 
same level for all those years. This general grant 
wil be distributed to all county and county. 
borough councils in England and Wales, and to 
county and town councils in Scotland. It will be 
based on objective factors (mainly of weighted 
population, with emphasis on children and old 
people) which are readily ascertainable and 
provide a rough-and-ready method of assessing 
the relative needs of each authority. This new 
formula will also be a matter for discussion, this 
time with representatives of local authorities. 

Specific grants for such things as child welfare,-— 
fire services and health services will be absorbed 
into the general grant so that local authorities 
wil have greater flexibility in their spending 
and a greater incentive to economy. Expenditure 
on highways is considered to be a special case and 
specific grants will continue to be made for this, 
but possibly on a revised basis. 

The increased preponderance of Exchequer 
grants in local authority finance is shown by the 
following figures. Before the partial derating of 
industry in 1929, the ratio between grants and 
rating revenue was I to 2; it is now 6 to s. The 
current aggregate figures for England and Wales 
are: 

Rates £490 million 

Grants 2s .. £591 million 

Rents, fees and other charges £436 million 
Of the £581 million in grants, £73 million are 
distributed to the poorer areas by way of: 
equalization grants, the remainder being for 
specific services, mostly in the form of a per- 
centage of the authority’s actual expenditure. 
Such a system tends to breed extravagance and 
makes it difficult for the Exchequer to estimate 
its future commitments. 

It is intended that all the complicated changes 
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contemplated above shall come into force on the 
. same day, but the necessary legislation will not be 
drafted until the various discussions with repre- 
sentatives of interested bodies have been com- 
pleted. There is thus no guarantee that even 
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these limited changes in the present confused 
pattern will be made before the lapse of a consider- 
able time. The revaluation of rated properties, 
contemplated by the Local Government Act, 
1948, was not completed until eight years later! 


INLAND REVENUE REPORT 


HE ninety-ninth annual report of the 

Commissioners of Inland Revenue was 

published at the end of last week as a 
Blue book (Cmnd. 54). It is thirty pages longer 
than the last report and costs 8s 6d, against 5s last 
year, but the statistics it contains are of very great 
interest for a variety of purposes. 

The total income tax collected was about 
£1,946 million compared with £1,874 million in 
the previous year, so that it is obvious that the 
£2,000 million mark will probably be reached 
in the current year. These are all records, not- 
withstanding the reduction in the standard rate 
in 1955-56. One tax which has unaccountably 
declined in yield is the stamp duty: down from 
-475 million to £69 million. Excess profits levy, 
that damp squib, fell from £77 million to £17 
million, the levy having been withdrawn at the 
end of 1953. This tax, with its incredible com- 
plications, will be with us for a long time yet 
however. Even in 1956-57 small amounts of 
excess profits duty (from the. 1914-18 war) were 
still being collected. i 

Obsolescent taxes also feature in Appendix V, 
which is headed ‘Death duties’, although all but a 
minute fraction of the total collection of £176 
million is represented by estate duty. Legacy 
duty and succession duty, abolished in 1949, pro- 
duced £889,000 and £440,000 respectively, and 
even probate duty, abolished in 1894, produced 
£221. 

The statistics relating to profits tax indicate an 
enormous build-up of potential distribution 
charges. In 1954-55, the total chargeable profit 
after deducting abatement was {£2,620 million. 
Of this only £755 million was charged at the 
distribution rate, including {65 million distri- 
buted out of reserves. Thus £1,930 million of 
chargeable profit was charged at the. non- 
distribution rate. In the period from 1949-50, 
during which the total chargeable profit has risen 
from £1,950 million to {£2,620 million, the 


proportion of profit charged at the lower rate has 
been much the same, representing a total of over 
[10,000 million on which there is a potential 
distribution charge. 

À new and highly interesting feature of the 
report is a mass of statistics about the rating 
revaluation for England and Wales. The total 
number of domestic dwellings rated for 1956-57 
was 12,925,222, the great majority having a 
rateable value not exceeding £40. In addition, 
there were 333,874 shops with private dwelling 
accommodation; there were 31,838 hotels and 
boarding houses, 12,023 holiday camps and. 
caravan fields, 67,190 public houses, and 1,491 
licensed restaurants. 

Incomes continue to rise. The gross income 
assessed to income tax in 1955-56 was £16,825 
million, against £15,773 million in the preceding 
year. The corresponding figures of net true 
income after adjustments were £14,190 million 
and {13,284 million. The taxable income, after 
allowances, in 1955-56, was £6,103 million, 
producing £1,930 million in tax, or nearly £19 
million for every penny in the standard rate. 
The average effective rate of tax on each £ of 
actual income was just over 2s 9d. 

The report comments, in its review of back 
duty work, that the bulk of the cases arising from 
the non-disclosure of bank interest, revealed 
under the powers taken in 1951, have now been 
settled. Back duty in small cases settled by local 
inspectors accordingly fell in 1955-56 from 
£2,358,746 to £1,018,282. In the larger cases the 
total charge raised increased from {20,587,922 
to £22,661,950 (including £8,420,419 and 
£8,490,973 for penalties). Here too, however, 
there was a fall in the number of individual cases, 
from 19,663 to 16,116. There was the usual 
number of prosecutions, with the usual high 
proportion of convictions, including one for 
conspiracy to give false evidence before the 
Commissioners. | 
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INIERPRETATION OF TAXING STATUTES 


by T. J. SOPHIAN 


T is a cardinal rule that the subject cannot be 

taxed except by the express provisions of 

some statutory enactment and it is therefore 
necessary to be able to point to the particular 
provisions which authorize the particular-charge. 

A taxing statute must therefore be strictly 
construed as against the Revenue, and the tax- 
payer accordingly is entitled to the benefit of the 
doubt in the case of an ambiguity. 


Dual Meanings 


On the other hand, if it appears that the statute 
has been enacted with the object of imposing a 
charge to tax, the fact that there is an ambiguity 
and that two constructions are possible, one of 
which would impose liability whereas the other 
would not, the rule as to strict construction would 
not require the selection of that which would be 
more generous to the taxpayer. In this connec- 
tion it would be as well to bear in mind the 
observations of the House of Lords in Whitney v. 
C.I.R. (4 A.T.C. 551). There, an American resi- 
dent in the U.S.A., who had certain possessions 
in the United Kingdom, was required to make a 
return of his income, which he failed to do. It was 
held that the notice had been validly served and 
that the assessment had been nghtly made. In 
his judgment in that case, Lord Dunedin said 
(ibid. at page 558): 

‘Once that it is fixed that there is liability, it is 
antecedently highly improbable that the statute 
should not go on to make that liability effective. 
A statute is designed to be workable, and the 
interpretation thereof by a Court should be to 
secure that object, unless crucial omission or clear 
direction makes that end unattainable. Now, there 
are three stages in the imposition of a tax: there is 
the declaration of liability, that 1s the part of the 
statute which determines what persons in respect 
of what property are liable. Next there is the 
assessment. Liability does not depend on assess- 
ment. That, ex hypothesi, has already been fixed. 
But assessment particularizes the exact sum which 
a person liable has to pay. Lastly come the methods 
of recovery, if the person taxed does not volun- 
tarily pay.’ 

Construing an Exemption or Relief 


Whereas a strict rule of construction is to be 
applied to provisions which are seeking to impose 
a charge on a taxpayer, different considerations 
apply when construing an exemption or relief 
from tax liability. Thus in Littman v. Barron, 
in the Court of Appeal (the case ultimately went 


to the House of Lords), Cohen, L.J., as he then 
was, said: 

‘I agree . . . that the principle that in case of 
ambiguity a taxing statute should be construed in 
favour of a taxpayer does not apply to a provision 
giving a taxpayer relief in certain cases from a 
section clearly imposing liability. (30 A.T.C., 
at page 143.) 

Different Kinds of Ambiguity 


Ambiguity may be of two kinds. ,In the first ; 


place, there may be an ambiguity as to whether 
or not any charge at all was intended to be 
imposed by the statute. In such a case the subject 
will have the complete benefit of the doubt and 
will not be taxable at all. 

On the other hand, the provision which indis- 
putably imposes a charge of some sort may be 
open to two interpretations, one more severe 
than the other, as against the taxpayer. In such a 
case the taxpayer will benefit to the extent that 
the meaning which is more favourable to him will 
be selected (per Lord Thankerton in CLLR. v. 


^o 


Ross and Coulter and Others (Bladnoch HE | 


Co Ltd) (27 A. T.C. 209)). 

While it is established that no tax may be 
imposed without a clear indication to that effect 
by the statute in question, yet it 1s equally well- 
established that the language of the statute must 
be given a fair and reasonable construction, 
‘without leaning to one side or the other’, as 
Lord Atkinson put it in Ormond Investment Co v. 
Betts (7 A.T.C. 11; 13 T.C. 400). The fact that 
the imposition of the tax might be regarded as 


harsh is quite immaterial if the language of the ` 


statute imposing it is clear. One must have 


‘primary regard to the statutory words themselves 


and to their proper judicial construction (Withers 
v. Nethersole (27 A.T.C. 23; 28 T.C. 501)). 


Loopholes for Tax Avoidance 
If Parliament has left loopholes for tax avoidance, 
it is not the function of the Courts to stop the 
gaps; that is a matter for the Legislature also. 
Thus Lord Norman said in Vestey's Executors v. 
CLR: 

‘The Courts will not stretch the terms of taxing 
Acts in order to improve on the efforts of Parlia- 
ment and to stop gaps which are left open by the 
statute.’ (28 A.T.C. 93, at page 97.) 

Nor is it the function of the Courts to come to 
the assistance of Parliament where an enactment 
has been.founded on an erroneous assumption 
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by the Legislature of what is the law. An instance 
is afforded by the case of C.I.R. v. Dowdall 


| O'Mahoney & Co Lid (31 A. T.C. 126; 33 T.C. 


— ee 


t 


259) where it was held that Eire taxes were 

not disbursements or expenses wholly and 
exclusively laid out for the purpose of a com- 
pany's trade in the United Kingdom as respects 
Rule 3 (a) of the rules applicable to Cases I and 
II of Schedule D, and that the exception to the 
rule (as applied by Section 14 (1), Finance (No. 2) 
Act, 1939) did not authorize the company to 
deduct a proportion of the Eire taxes in com- 
puting the profits of its business in the United 
Kingdom. 

It was pointed out in this case that the Finance 
(No. 2) Act, 1939, Schedule VI, Part I, para- 
graphs 5 and 8, indicated that the Legislature 
must have believed that such a right of deduction 
existed, but that that belief was erroneous; 
therefore those provisions could not be regarded 
as enacting by implication that such a deduction 
should be allowed. As Lord Radcliffe put it 


(31 A.T.C., at page 137): 


"Thé belies or assumptions of those who frame 
Acts of Parliament cannot make the law.’ 


The Ejusdem Generis Rule 
According to the ejusdem generis rule, where 
general words follow specific words the former 
must be regarded as being limited to things 
belonging to the same genus as those preceding. 
The rule may be illustrated by Anderson v. 
Anderson ([1895] 1 Q.B. 749). There a husband 
ha 


d demised to trustees a leasehold messuage and 


premises and assigned to them ` — 
'all the household furniture, plate, linen, china, 
glass, and tenant's fixtures, wines, spirits, and other 
consumable stores, and other goods, chattels, and 
effects in, or upon, or belonging to' 
the leasehold messuage. In the schedule the 
leasehold premises were described as a piece of 
ground, 

‘with the messuage, tenement or dwelling-house, 

back buildings, coach-houses, stable buildings, and 

all other erections thereupon’. 

It was held that under the general words “other 
goods, chattels and effects’ there passed to the 
trustees the carriages, horses, harness and stable 
furniture in or upon the coach-houses and stable 
buildings. 

In his judgment, Lord Esher, M.R., said at 
page 754: 

‘Prima facie, general words are to be taken in 
their larger sense, unless you can find that in the 
particular case the true construction of-the instru- 
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ment requires you to conclude that they are 
intended to be used in a sense limited to things 
ejusdem generis with those which have been 
specifically mentioned: before.” 


Again words excepting a species from a genus 
are meaningless unless the species in question 
prima facie falls within the genus. Thus ‘all 
hats other than top hats’ makes sense. ‘All top 
hats other than bowler hats’ does not. Equally 
little does ‘all top hats and other articles except 
gloves’ if ‘other articles’ are to be read as ejusdem 
generis with ‘top hats’. 

In E. London Waterworks Co v. Mile End Old 
Town Trustees (17 Q.B. 512) an Act imposed 
rates on persons who showld inhabit, hold, use, 
occupy, be in possession of, or enjoy, any mes- 
suages, tenements, coach-houses, stables, cellars, 
vaults, etc., or other 


‘buildings, tenements or hereditaments situate or 
being in any of the streets, squares, lanes and other 
public passages and places’ 


within the district. It was held id ‘a Water com- 
pany were not thereby made answerable for their 
mains, and other pipes and apparatus used for 
the conveyance of water, part of which ran 
underground through the public streets and places. 

Here all the preceding words, viz. *messuages, 
tenements, coach-houses, etc., were, without 
exception, in the nature of a 'building', and it was 
held that the main pipes etc. although they might . 
be situate in the streets or other public places, 
were nevertheless to be excepted, since they were 
not in the nature of a ‘building’ (per Lord 
Campbell, C.J., and see also per Coleridge, J.). : 

The ejusdem generis rule was considered 
in Hood-Barrs v. C.I.R. (25 ATC 375), where 
it was held that an absolute gift of shares by a 
parent to his infant and unmarried child would 
constitute a ‘transfer of assets’ and accordingly 
a settlement for the purpose of Section 21 (1), 
Finance Act, 1936, so as to constitute the divi- 
dends or income therefrom the income of the 
settlor, the parent, for tax purposes. 

The definition of ‘settlement’ in Section 21 
(a) (c) of that Act is stated to ‘(include) any dis- 
position, trust, covenant, agreement, arrange- 
ment or transfer of assets’. It was argued there 
that ‘transfer of assets’ must be of the same genus 
as the preceding words ‘disposition etc.’ and that 
as each of these preceding words in their natural 
sense was inconsistent with an absolute gift, the 
word ‘transfer’ accordingly, on the ejusdem 
generis principle, did not include an absolute gift. 
This interpretation, however, was not SE vi 
the Court. 
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THE INTERNAL AUDITOR'S DUTY 


In Relation to the Presentation of Information to Management 
by REGINALD A. REID, C.A. | 


on you, I should like to examine in some detail 

the implications of two words in the title. The 
two words which I think we might consider are ‘duty’ 
and ‘information’. 


B» inflicting my ideas about this subject 


Duty 
"Duty', according to the diction- 
ary I had to hand at the time I 
was thinking about it, is 
"That by which a person is 

bound, by any natural, moral 

or legal obligation.’ 
So in the one word, and not a 
very big one at that, we are faced 
with a very important choice — 
do we mean ‘moral obligation’ or 
‘legal obligation’? 
. When the management of a 
company appoints an executive, 
there is between the parties a 
contractual or legal obligation 
often defined by means of service 
agreements, terms of reference 
and organization charts; but I 
have not yet met the internal 
auditor who could put his terms 
of reference in front of me. He 
may well exist but very often the 
legal obligation of the internal 
auditor (in the sense of agreed 
responsibilities) is ill-defined. 

This situation may have arisen 
as a result of the relatively recent 
development of internal auditing, but whether this 
is a valid reason or not, surely when an individual is 
responsible to someone else, both parties should 
know what he is responsible for. This concept of 
organization applies equally to an internal auditor 
who, not having his responsibilities defined in writing, 
must rely to a much greater extent than other 
executives on his interpretation of the moral obli- 
gations of his function. 

This leàds me to consider the issue which is so 
cunningly concealed in this little word, 'duty'. First 
of all, do we ourselves recognize any moral obligations 
in the internal auditing function? À moral obligation 
arises in the willing acceptance of responsibility; it 
means the adoption of a code of conduct in which 
expediency plays no part at all; it means the accept- 
ance of those standards by which we recognize 
A lecture given at the Day Conference of 'The Institute of 


Internal Auditors: London Chapter, on December 1st, 1956. 
Mr J. Prince, a.c.a., Chapter President was in the chair. 
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Mr Reginald A. Reid 


professional behaviour. I think the consciousness of 
the existence of moral obligations follows when 
someone realizes that they are providing a service 
and not merely doing a job. 

If we agree with this view of internal auditing, it 
involves the acceptance of moral obligations. In 
consequence, the internal auditor's understanding of 
his moral obligations 
govern every situation and every 
aspect of his work, and manage- 
ment has no right at all to 
influence the internal auditor's 
conception of his duty. It would, 
therefore, seem to be quite 
wrong for an internal auditor to 
tolerate a situation in which the 
management seeks to impose its 
interpretation of his duty in the 
same way as it is entitled 
and encouraged to do for the 
executive functions it has 
delegated. | 

If we are completely honest * 
with ourselves, we must admit 
that there may not be many 
managements who see internal 
M auditing in that light and, there- 
ME fore, in practice this situation 
m does arise and it must be met. 
I think it can only be met by 
using every opportunity which 
comes our way to make manage- 
ments realize that they have 
taken an important step when 
appointing an internal auditor, and that it is improper — 
to think of him as just another accountant, or econo- 
mist, or personal assistant. They must be brought to 
realize that because of his function, an internal 
auditor has a right to his own opinion. 

We must, of course, avoid like the plague creating 
the impression that internal auditing is carried out 
by a bunch of twentieth-century crusaders banded 
together as the self-appointed judges of the business 
morals of industry. That course in theory would 
undoubtedly lead to distinction, in practice it would, 
just as certainly, lead to extinction. | 
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Information 


The other word I should like to comment on is 
‘information’. I think we must consider this word 
as it is applied to intelligence (in the sense of news) 
and knowledge which managements need in order to 
make their decisions on logical and rational bases. 
In the course of the day-to-day running of a business, 


must * 
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different levels of management must acquire an 
almost overwhelming volume of news — or informa- 
tion, if you like- concerning the business, and I 
Jrertainly do not intend to propose that the internal 
auditor has either a legal, or a moral, obligation 
concerning a great deal of it. 

Much of this information will be of a specialized 
technical or commercial nature - much of it will be 
in the nature of progress reports on the development 
of plans and policies, and I very much doubt if day- 
to-day matters of this kind would come under the 
review of the internal auditor. 

I think we must soon consider the kind of informa- 

_tion presented to management which, debe ean 
a point of view of principle, might come within the 
orbit of an internal auditor's duties. Before we do that, 
however, I think we might see if we can agree on a 
definition of the objectives of internal auditing. 

I think an internal auditor has a dual function. 
Firstly, he should be responsible for carrying out an 
audit of the company's internal accounting state- 
ments, and arising out of the fulflment of his 
responsibilities in that function, he has an advisory 

which may take him into realms of activity 
which seem far removed from his original function. 

You will agree, I think, that while much of the 
information given to management is opinion, auditing 
in the main is based on the verification of fact. It 
follows that an internal auditor in the fulfilment of 
his function of auditing the internal accounting 
statements, is mainly concerned in reporting to 
management whether the factual information they 
have em given through the medium of the internal 
accounting statements is reliable or not. 

Therefore I believe the internal auditor, because 
of his function, must regard it as his duty to audit 
the internal accounting statements, and the next 
question is to consider if his duty should go further. 


Opinion 
No one would maintain that internal accounting 
"statements are made up exclusively of incontrovertible 
fact; the figures themselves must always be a subtle 
mixture of fact and opinion, but often the most useful 
information for management 18 not so much in the 
absolute figures, but in the conclusions which the 
accountant draws from them, and from their signi- 
ficance in relation to other figures. In other words, 
the accountant's usefulness to management rests, to 
some extent at least, on his ability to give an opinion on 
the conclusions which can be drawn from the figures 
he has prepared for the internal accounting statements. 
. What is the internal auditor's duty to the manage- 
"ment at this point? If he has 'audited' the es — 
and I am not concerned at the moment with the 
methods or the techniques he uses — he has discharged 
a very useful function, but only on behalf of the chief 
accountant. His responsibilities to the management 
cannot stop at this point. We must acknowledge that 
the management is interested in the accountant’s 
opinion because it arises from his function in pre- 


Lll Le 


ACCOUNTANT 


207 


paring the figures, but I believe it is only reasonable 
for a management to appreciate that, after having 
audited the figures, the internal auditor is also in a 
position to have developed an opinion. 

I think, therefore, that it is quite logical for the 
auditor to ‘audit’ — again I am not concerned with 
the methods or the techniques — the opinions of the 
chief accountant as far as they have been developed 
from an examination of the figures. Probably the 
most efficient way for this to be achieved 1s for the 
internal auditor to include, as part of his programme, 
a review of the chief accountant's reports on the 
figures and for the management to be informed that 
unless the auditor reports to the contrary, he is in 
general agreement with the conclusions of the chief 
accountant. I believe that once this procedure is 
accepted in principle it can be extended to be of use 
in a number of applications. 

It is at this point that the line dividing the internal 
audit function from the advisory function loses somé 
of its definition. I have tried, first, to clarify the extent 
of the auditor's duty within a definition of his audit 
function, but I think an extension of his duty in 
relation to reports based mainly on opinions càn only 
be justified if we are prepared to accept that the 
auditor also has an advisory function. I am thinking 
here of the information given to top management 
in relation to future operations — operating budgets 
and capital investment projects in particular. L am 
not sure that 'audit' is the right word to apply to the 
function the internal auditor should perform here 
and I think the word ‘appraise’ is a better word in 
these particular circumstances. 


Technique S 
I have not yet said anything about the methods or 
the techniques which the internal auditor can use 
to discharge his responsibilities in his dual function. 
If we look at his audit function first and we determine 
his responsibility as that involved in 'certifying the 
internal accounts’ — it is quite apparent that as his 
objective is different from that of an external auditor 
it is reasonable to expect that his techniques will be 
different. 

I believe, for instance, that he must always be much 
more concerned than an external auditor with the 
efficiency and suitability of the organization in every 
function in the company. His audit programmes and 
the whole purpose of his work must be directed in 


'such a way that he can find out whether the internal 


controls of all kinds, for which the management is 
responsible, are operating as they were intended to 
work and, if not, why not. He must accept the fact | 
that it is most unlikely that he will ever find a method 
by which he can verify every single figure in every 
accounting statement every month, and he must 
therefore approach his work with a more dynamic 
concept of the audit function than an external auditor. 

The internal auditor must know, intimately, the 
system of internal check as it is applied in the ac- 
counting department, so that he knows what figures 
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must be verified by an independent audit process, and 
those to which he can apply a different type of check. 
He may find it useful to keep. statistics in a form in 
which comparisons can be made of certain of the 
figures in the accounting statements, so that by re- 
viewing his statistics month by month he develops 
a feeling for what he has to audit. 

If the budgets and the forecasts have been 
'approved', and have been accepted by the auditor 
as a reasonable plan for future operations, then I feel 
there is every justification for using this instrument 
of management control in the techniques of internal 
auditing. The budgets provide the standards of 
performance which the management has considered 
and laid down aa a statement of its expectations. 
How, for instance, can an auditor satisfy himself 
about a stock valuation at standard price unless he 
knows something about the standards which were 
taken in the budget? His audit must, as far as possible, 
be built up around processes which result in verifying 
figures in total, rather than round a series of inde- 
pendent and unrelated checks, which may only 
succeed in proving what somebody else in the 
accounting field has probably checked already. 

In his advisory function the internal auditor has 
really no particularly exceptional qualities. except 
those which he can develop through practice in 
approaching each problem in a Dee and organized 
way. I am going to suggest that he works on the 
principle that he has never heard of the phrase 'an 
act of management faith'. He should presuppose that 
management decisions are always Sed on con- 
clusions which are reached after a critical analysis of 
the methods and hypothesis which led up to the 
opinions. His approach must be as objective and 
impartial as human considerations will allow, and 
his technique must be to find ways and means so 
that he can form an opinion about the style and the 
level of the organization which provided the project. 

He must be careful not to condemn conclusions 
which may have been reached by 'acts of management 
faith’. They may well be right; but a management, if 
and when it asks for the internal auditor's opinion 
on a project, must appreciate that he would prefer to 
develop his opinion or reach his conclusions without 
recourse to a crystal ball. His job is to ensure that the 
management knows whether the project is a risk, or a 
calculated risk; and if it is a calculated risk, to ensure 
that all the factors which have surrounded the 
calculation have been provided by a sensible and 
reliable organization. . 


Presentation 


The last point I would like to consider is whether the 
internal auditor should regard it as his duty to review 
the ways and means by which information, particularly 
of.a financial nature, is presented to management. 

I have, rightly or wrongly, gathered the impression 
that managements fall into certain quite well-defined 
categories. First, there is the group whose members 
never want anything from anybody; secondly, there is 
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the group whose members are selective about informa- 
tion in so far as they are glad to have information 
which confirms their preconceived conclusions, but 
who reject everything else. In neither of these casr 
are the managements really interested in, or incline į 
to make impartial use of, the information from, or the 
opinions of, either the chief accountant or the internal 
auditor. 

Thirdly, there is the group whose members take 
everything the information services will provide and 
then never use it. The reasons for this are usually that, 
(1) it is too late; (ii) they cannot understand it; or 
(ill) it is not what they want anyway. - 

The fourth group, whose members know what 
information they want, organize the services to 
provide it for them and use it on its merits is, of 
course, the ideal group for whom I presume we would 
all like to work. 

When he is faced with the problems of the third 

oup, there is much the internal auditor can do to find 
integrated solutions to the problems of the depart- 
mental manager on the one hand and the chief account- 
ant on the other, and he should, in fact, accept this 
task as one of the obligations of his function. But if 
he is going to succeed, he must do it from a position 
in which he is responsible to neither — which ipa 
valid argument in favour of his appointment being 
made by the managing director or the chairman. 

In this work he must try to divorce himself fro 
the knowledge he has gained about the administrative 
processes and techniques which have influenced the 
stvle of presentation and he must try to consider how, 
if he had been at the receiving end — knowing nothing 
about the mechanics of its preparation - he would 
have understood and used the information. 


Conclusion 


It is not easy to try to see problems through the eyes 
of other people, but if we believe that accounting 
information is presented to managers in order 
to assist them to run the business more efficiently, . 
then for heaven's sake let someone in an organization 
spend some time making sure that it does. I do not 
greatly mind who does it, but it seems to me that if 
no one does it, or if it is not done properly, then the 
internal auditor must. 

In his function, an internal auditor has accepted 
the responsibility for keeping management informed 
about the efficiency of the inte controls in the 
company. He cannot do this job properly without 
doing everything he can to ensure that management 
gets the kind of accounting information — presented in 
a manner which can be understood and used - which ` 
he, because he has established his right to his own 
opinion, believes it should have. 

He must always do no more than recommend and: 
he must take care that he never imposes his solution 
on either the manager or the chief accountant: In this: 
field, of course, his success probably depends more 
on his qualities of tact and good judgment than on his: 
professional skill as. an auditor. 
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| .. Weekly Notes 


Integration Meeting 


There was an attendance of well over 2,000 members 
at the special meeting of The Institute of Chartered 
Accountants in England and Wales held in the Royal 
Festival Hall, South Bank, London, last Tuesday 
afternoon, when the first official step was taken 
towards implementing the proposed scheme of inte- 
grating The Society of Incorporated Accountants with 
the three Chartered Institutes. 

Although, as will be seen from the report appearing 
elsewhere in this issue, the resolution submitted to 
the meeting was passed with the requisite two-thirds 
majority, it is evident from the numbers of those who 
voted that many members have not yet resolved their 
thoughts on the subject. They will, of course, have 
the opportunity of registering their opinions in the 
poll of the whole membership of the Institute which 
has yet to be taken. 

In the course of his address in seconding the reso- 
lution submitted to the meeting, Mr W. H. Lawson, 
C.B.E., B.A., F.C.A., the Vice-President of the Institute, 
stated that at the end of last week The Association of 
Certified and Corporate Accountants suggested in a 
letter to the Institute that representatives be appointed 

-to discuss further possible steps in the integration of 
the profession. Mr Lawson emphasized, however, that 
a decision on the present scheme must be reached 
before any other moves are contemplated. 

Mr Lawson’s address is reproduced elsewhere in 
this issue and a verbatim report of the discussion 
which followed will appear in next week’s issue. 


Customs and Excise Report 


The annual report (for 1955-56) of the Commission 
of Customs and Excise was published on "Tuesday. 
Once again there was a record collection, this time of 
42,008 million, a rise of £138 million on the previous 
year. Over halt of the increase was from purchase tax; 
the revenue from tobacco and petrol also increased 
substantially. Seven million more pounds of tobacco 
were smoked, with a total of 239 million Ib., and 
revenue of £668} million. We hope to deal with the 
report in greater detail next week. 


United States Tyre Manufacturers 
Trading in England 


“The House of Lords, in a reserved judgment, have 
, dismissed the appeal of the Firestone Tyre and Rubber 
Co Ltd from the decision of the Court of Appeal that 
it was properly assessed to British income tax in the 
years 1940-41 to 1944-45, as the agent of Akron, in 
respect of trading profits in the United Kingdom. 
Akron, an American corporation registered in Akron, 
Ohio, is the head of an organization consisting of a 
large group of corporations operating in America and 
various parts of the world. The appellant company 


was a wholly owned subsidiary of Akron, having a 
factory at Brentford, Middlesex, where Firestone 
tyres were manufactured. It had an agreement with 
Akron to fulfil orders obtained by Akron outside the 
United Kingdom and it was allowed to debit Akron 
with the cost of producing the tyres plus 5 per cent. 
Alternative assessments were made on the appellant 
company on the grounds that it was trading in the 
United Kingdom either as a principal or as agent of 
Akron. The Special Commissioners rejected the 
appeal of the company against the assessments on it 
as agent. Their decision has now been affirmed by 
the High Court, the Court of Appeal (35 A. T.C. 17) 
and the House of Lords. 


The Burden of Welfare Services 


On Tuesday the Chancellor of the Exchequer 
announced that as from the beginning of April the 
price of welfare milk would be increased to 4d a pint 
and the price of school meals from rod to rs. In view of. ` 
the growing costs of the National Health Service, the 
National Insurance contribution for adult men is to be 
increased by rod a week, with smaller increases for 
other classes. The additional revenue will be applied 
as a contribution to the cost of the health service. 
These changes together will save about £57 million 
in a full year. The Chancellor said it would not be 
right to meet our difficulties by making changes in 


: defence policy alone. 


Monopolies Report: Wireless Valves 
and Tubes 


À report has been issued by the Monopolies Com- 
mission on the supply of electronic valves and 
cathode ray tubes (H.M. Stationery Office, price 7s). 
Since the Restrictive Trade Practices Act, 1956, was 
passed the function of the Commission has been 
slightly different and the report is factual only. In 
consequence, the Commission has not expressed an 
opinion on the relation of certain of the industry's 
practices to the public interest. l 
According to the report, members of the British 

Radio Valve Manufacturers’ Association accounted 
in 1954 for 93:5 per cent of the United Kingdom 
supply of valves and 92 per cent of tubes. Mullard 
Ltd were responsible for 67 per cent of the valves 
and 51 per cent of the tubes. The Commission say- 
that the Association have restricted competition. 
These restrictions include fixing common prices for 
valves and tubes sold retail at higher prices than those 
charged for first equipment. These arrangements 
cover mainly valves and tubes distributed through 
wholesale and retail channels for repair and main- 
tenance work, Stop-lists and fines were abrogated in 
1952 and have been in abeyance for some years 
before that. Prices and discounts have been varied 
between different classes of customers. Restrictions 
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were placed on the freedom of B.V.A. members and 
others to import valves and tubes. There were also 
agreements on common forms and periods of 
guarantee. 

In July 1956 the B.V.A. told the Commission that 
certain amendments were being made to their 
constitution. The effect of these changes was to 
abolish the provision for agreement on prices and 
resale prices. Discrimination between different 
classes of manufacturers of domestic receiving sets 
and other apparatus was to cease. At the same time 
the basic trade discount for cathode ray tubes. was 
raised from 20 to 25 per cent. 

There is a good deal in the report about profit 
margins and the difference between the results of 
Mullard and other producers. Mullard's efficiency 
as a producer is acknowledged in the report but it is 
exceedingly difficult to measure efficiency in terms 
of profit when prices and trading conditions are 
restricted. Any- basis of comparison between com- 
panies is removed in effect.as soon as restrictive 
practices.get a firm grip on an industry. It may be 
significant, however, that the chairman of the B.V.A. 
announced at a Press conference last week that 
certain price reductions in' television tubes had been 
made. . SS 
European Common Market Report ` 
A flood of. paper is building'up on the Europ 
Commori ‘Market. In-addition-to continuing reports 
from "the::Messina Conference ‘representatives in 
Brussels and: genéral articles in the Press throughout 
the world, the last fortnight has seen the publication of 
a Government White Paper on the European Com- 
mon Market and a report: by-O.E.E:C: The White 
Paper records the faith of the Government in the 
idea’ of a common market subject. to certain safe- 
guards for this.country’s special relationship with the 
Commonwealth. . oe cd EECH 
. The O.E.E.C. report deals with general matters 
and arrives àt the conclusion, that the, European 
Common. Market. is a technical possibility. The 
limitations as well as the extent of such conclusions 
must be carefully weighed. The participants in the 
common market discussions: can’ envisage a system 
which has the characteristics of a free trade area. 
In reaching this conclusion the: working party have 
considered definitions, the removal of tariffs, re- 
moval of quotas, escape clauses and rules of competi- 
tion. It has also examined how to make a free trade 
area work with the proposed Customs Union of the 
six Messina. powers. ; 

The working party at O.E.E.C. has also set out a 
number of basic problems still to be decided in 
principle. These include questions of economic 
co-ordination, agriculture and questions concerning 
countries in process of economic development. In 
otlier words the possibility of a European free trade 
area fitting into the proposed Customs Union has, 
at the moment, been no more than an intricate but 
successful drafting exercise. 
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Opportunity in the Bahamas 


Àn additional attraction to the Bahamas has seer 
recently provided in an Act passed by the Bahamas. 
Legislature setting up what is in effect a local trading 
estate. A number of special tax concessions have 
been written into the agreements between the new 
Grand Bahama Port Autherity.and the Government 
of the Bahama Islands. 

For thirty years from 1955, any business firm and 
its employees operating in this area (which is being 
called Freeport) will not pay income tax, capital 
gains tax, real estate tax, personal property tax, 
excise taxes, customs duties (except of goods for 
personal consumption) or tax on bank remittances. s 
From the end of that period until the ending of the 
agreement which runs for ninety-nine years from 
1955, such enterprises will not pay excise tax, cus- 
toms duties or taxes on bank remittances. Freeport 
offers attractive services in port facilities, transport, 
public utilities and adequate supply of labour. 

The allurement of expanding a business under 
such conditions in a sub-tropical climate only roo 
miles from Florida will appeal to a variety of people. 
There are those who wish to enter the North 
American market and want an off-shore base -from 
which to. operate. There are those who wish to 
transfer the registration of their companies as well 
as the activities of those companies to an area less 
burdened with tax than the United Kingdom. There 
are those, finally, who would like to run a business 
at Eastbourne who might be persuaded to run it in 
the Bahamas. 2E 


European Report on Automation 
Tbe European Productivity Agency has issued. a 
report on automation called About Automation which 
has been published under the auspices of the Trade 
Union Information and Research Services of the 
Agency. The report is issued as part of a follow-up 
programme to the 'Irade Union's seminar on 
automation held last summer. The publication is d 
thus intended primarily for the information of trade 
unionists. The origin of the report accounts for some 
of its preoccupation with trade union aspects of 
automation but the subject is covered with some 
thoroughness as far as the subject-headings are 
concerned, although the treatment of each is 
necessarily brief. ` 

The report concludes that automation can be intro- 
duced only in an expanding economy. In this country, 
this lesson will need little reiteration for automation 
received much bad publicity last year by becoming 
associated with a redundancy problem in one parti- 
cular factory which was not attributable in any way. 
to automotive devices. The booklet emphasizes the / 
importance of careful planning in advance which 
should not be.the province of technicians alone. 
Labour should be. consulted well in advance and 
labour must have the means of effective intervention 
whenever automation causes structural changes in 
the firms introducing it. XE g 
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STAFFORDSHIRE POTTERIES (HOLDINGS) LIMITED AND ITS SUBSIDIARIES 
CONSOLIDATED PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 30th JUNE, 1955 











£ £ £ £ £ £ 
PROPIT vidi THE GROUP peers charging the "ane set out below and 
216,389 Taxation T e NET : et 2 " m 254,286 
Deduct: 
28,166 Depreciation of Fixed Assets 28,230 
Emoluments of Diractors of the Holding. Company (1985, for six months):— 
683 Fees e Ss 1,500 
2,442 Other Emoluments for executive services . i» s uH» Si 6,323 
3,125 —— —— 7,823 
1,806 Auditors’ Remuneration .. ER e " T eg Ge se 1,784 
i Interest payabla:— 
2,275 on Unsecured Loan Stock (1955, for five months) .. M vs Së 5,500 
4,452 on Debenturss of a Subsidiary s sä s Ps ks zi 4,134 
2,338 on Bank Overdrafts es ee es OR? ee 1,671 
5,261 on Loans from former Holding Company »1 ae D ae ee — 
14,325 ——— — 11,305 
474233 | —— ——— 49,142 
PROFIT FOR THE YEAR HERE CHARGING TAXATION (1/955, Profits 
of Subsidiaries for the Expenses of Holding Company que Mio que months 
168,966 ended 30th June, 1955, "ir alitur ore charging Taxation) M ce. us us 205,144 
Deduct: 
Taxationi-— 
10,860 Profits Tax - eg we n T 15,040 
74,319 Income Tax based on profit for the year Ss T T T we 85,474 
85,179 — — [00,514 
$3,787 104,630 
Deduct: 
Profits of Subsidiaries attributable to the six months ended 3/st December, 1954, 
40,537 being the period prior to acquisition by the Holding Company.. P Ss — 
M 
PROFIT FOR THE YEAR (1955, for the six months ended 30th June, 1955):— 
22,369 Dealt with in the Accounts of the Holding Company ..  .. Ss e 52,367 
20,881 Dealt with In the Accounts of the Subsidiaries .. - ek x ee 52,263 
43,250 ——— .— — 104,630 
Add: 
Balance brought forward from previous period :— 
ES S Hoiding Company ae ae ae ER ^» LE ans 1,506 
kg Subsidlaries ee ee » ^ CRT eg * o3 *»» ae eu 9,982 11,488 
Se Over-provision for Taxation at 30th June, 1955—Subsidiarles ie ie 3,628 
43,250 119,946 
"APPROPRIATIONS (1955, for six months);— 
by the Subsidiaries: 
2,649 Amount written off Goodwill SN Sa Di 4,842 
8,250 Transfer to Sinking Fund for Redemption of Debentures. es Ss 16,500 
10,899 ——— — 21,342 
by the Holding Company: i 
Transfer to Fund for Redemption of Preference Shares in respect of shares 
redeemable on or before 30th September, 1956 — "M 8,000 
5,625 Transfer to Reserve for Redemptlon of Unsecured Loan Stock. VN e 11,250 
11,523 2,898 Preliminary and issua Expenses and Stamp Duties written off — .. DÉI ee MM 19.250 
` Dividends, less income Tax, for the year ended 30th June, 1956 (1955, for 
six months): li 
1,864 on Preference Shares .. v. Sch od as - ae ee 3,563 
on Ordinary Shares: 
7,476 . Intarim of Ci por can galir May, 1956 .. SS Ja e 7,476 
—— Proposed Fi ne se os aa ee ae 12,459 - 
9,340 ` ——— — 23,498 
34,762 — —— 64,090 
f BALANCE CARRIED FORWARD + 
1,506 : Holding Company ate M Sg is SV e" T" ea Sa 11,125 
9,982 Subsidiaries — .. $3 - Vs is i vs Se s is l 
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THE PROPOSED INTEGRATION SCHEME 


SPECIAL MEETING OF MEMBERS OF THE INSTITUTE 


The special meeting of members of The Institute of 
Chartered Accountants in England and Wales, held in 
the Royal Festival Hall, London, last Tuesday after- 
noon, to consider the proposed scheme of integration 
of The Society of Incorporated Accountants with the 
Institute, was attended by about 2,250 members. 
The President, Mr A. S. H. Dicker, M.B.E., F.C.A., 
was in the chair, and with him on the platform were 
the Vice-President, Mr W. H. Lawson, C.B.E., B.A., 
F.c.A., and the following Past Presidents of the Insti- 
tute: Mr H. Garton Ash, ong, M.C., F.C.A.; Sir Harold 
Barton, F.c.A.; Sir Bernhard Binder, ¥.c.a.; Mr W. S. 
Carrington, F.C.4.; Mr Donald V. House, F.c.a.; Sir 
Harold Howitt, G.5.E., D.$.0., M.C., D.C.L., F.C.A.; Sir 
Thomas Robson, M.B.E., M.A., F.C.A., and Mr Gilbert 
Shepherd, M.B.E., F.C.A., together with Mr A S. 
Maclver, M.C., B.A., Secretary of the Institute. 


'The President's Opening Remarks 


In the course of his opening remarks the Presiden 
said: 

I wish to express the regret of the Council about the 
delay which many members experienced in the receipt 
of the documents relating to the scheme which were 
posted before Christmas. The proposals involved a 
complex time-table of meetings and it was necessary 
for all the bodies concerned to announce the scheme 
simultaneously to their members. Unfortunately, the 
earliest date to which all the bodies could conform was 
December 2oth. The possibility of delay in posting at 
that time was fully appreciated, but it was considered 
that this risk must be taken if members were to have 
the maximum time for consideration for today's 
meeting. 

There is really very little need for me to explain or to 
elaborate the object of this meeting ~ a meeting which, 
whatever the result, will go down for all time as one 
of the most influential and decisive meetings in the 
history of the Institute. 

The formal resolution which I shall be moving in a 
few minutes is for the purpose of amending certain 
clauses in our Supplemental Royal Charter and bye- 
laws, which will have the effect of incorporating in our 
charter the scheme of integration of The Society of 
Incorporated Accountants, and it is this scheme, put 
forward by the Council, which you are asked to 
approve. 

Any resolution involving alteration of our charter 
requires to be passed by a majority of not less than two- 
thirds of the members present and voting at the meet- 
ing, and in the case of a poll, those voting on the poll. 

As you have been advised in the documents, what- 
ever the result of a vote by a show of hands here today, 
there will be a poll. The necessary polling papers will 
be dispatched to every member of the Institute in 
accordance with the bye-laws. Í emphasize this pro- 
cedure so that it may be quite clear that every member 
of the Institute, whether here today or not, will have 
an official opportunity of voting by a poll, and it is 
hoped that the poll will be a very full one so that there 
can be no doubt about the decision. 

We have not got unlimited time and I would ask all 
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speakers to speak to the scheme, to keep to the point 
and to bear in mind that there are others waiting their 
turn. I have to allow plenty of time for the counting of 
votes and though I do not wish to restrict speakers, I 
may be compelled to do so if we are running short 
of time. 

I want to explain to those who are not already aware 
of the position that a special committee of the Council 
was set up about two years ago. Mr W. H. Lawson, 
who is now Vice-President, was invited to be chairman 
of that committee, and ever since that time he has been 
the chief architect of the scheme. Whatever the result 
of today and of the poll, I arn sure you will agree that 
no tribute could be too high for the great work he has 
put into this scheme now approaching its decisive 
moment. 

You will know from the pamphlet that there have ` 
been eighteen informal meetings throughout the 
country and Mr Lawson has been able to attend nearly 
all of them. He has therefore obtained a very valuable 
collection of comments and reactions both favourable 
and unfavourable and has been able to sum them up 
for this meeting. 

I will now formally move the resolution set out in 
the notice of the meeting and I will call upon the Vice- 
President to second it. 
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The Resolution 


“That the Scheme of Integration dated the sth day of 
December 1956 for the integration of the Society of Incor- 
porated Accountants with the Institute (a print of which 
Scheme was sent to each member of the Institute on 
20th December 1956 and has been produced to this 
meeting and for identification signed by the Chairman 
hereof) be hereby approved and the Council of the Institute 
be hereby authorized to execute all documents and do all 
such acts and things as may be necessary or desirable for 
implementing the said Scheme; and that for the purpose. 
of giving effect thereto the provisions of the Supplemental 
Charter of the Institute dated the 21st day of December 
1948 and of the bye-laws of the Institute amended in - 
the manner following, but so that such amendments 

come into force y upon the said Scheme becoming 
effective in accordance with its terms: 


(a) by GEES the said Supplemental Charter of the 
Institute as follows: 
(i) by inserting immediately after clause 33 thereof the 
following new clause, namely: 
‘34. Notwithstanding anything hereinbefore in 
Our Supplemental Charter contained, the 
Institute shall have power to carry into effect the 
Scheme of Integration dated the sth day of 
December 1956 for the integration of the Society 
of Incorporated Accountants with the Institute (a 
copy of which Scheme is appended to this Our 
Supplemental Charter) and the provisions of ' 
such Scheme shall be binding upon the Institute ` 
and its members. Subject to clauses 35 and 28 of 
this Our EE Charter, the Institute may 
make such bye-laws for the purpose of carrying 
the said Scheme into effect as to the Institute 
seem fit and may from time to time rescind or 
any such bye-laws and make others in their Eed 
and any such bye-law may empower the Council 
to issue regulations for the purpose aforesaid.’ 
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(ii) by adding at the end of clause 3 thereof the follow- 
ing words, namely: 
'In addition there shall be a class of members to 
be styled Incorporated Accountants having the 
rights and privileges and being subject to the 
restrictions and provisions set out in the Scheme 
of Integration referred to in clause 34 of this Our 
Supplemental Charter. 
by adding at the end of clause 31 thereof the 
following words, namely: 
"Ihe expression "England or Wales" includes the 
Channel Islands and the Isle of Man.’ 
(b) b amending the Stee of the Institute as follows: 
o by inserting at the beginning of bye-law 56 the 
words 'Sub Se to bye-law Sc and by substituting 
in the said bye-law 56 for the word 'two' the 
the word 'four', 
(ii) by inserting immediately after bye-law 56 the 
following new bye-law 56A, namely: 
"epA The Council may in its absolute discretion 
on the application E any fellow or associate 
permit him to have in his service at the same time 
more than the number of articled clerks allowed 
under bye-law 56 in any case in which it con- 
siders it desirable so to do and upon such terms 
and conditions, if any, as it thinks fit.' 
(iii) by inserting the following new Chapter XI im- 
mediately after bye-law 119: 
‘Chapter XI. 
SCHEME FOR THE INTEGRATION OF THE SOCIETY OF 
INCORPORATED ACCOUNTANTS WITH THE INSTITUTE. 
120. Notwithstanding anything hereinbefore in 
these bye-laws contained the Council may issue 


(iii) 


from time to time such regulations as it may .. 


consider necessary for the purpose of carrying 
into effect the Scheme of Integration referred to 
j in clause 34 of the Supplemental Charter.’ 

- Provided always that the Council be hereby empowered 
to accept any alteration in or addition to the foregoing 
amendments which may be required by the Lords of Her 
Majesty's Most Honourable Privy Council.’ 


The Vice-President’s Speech 


Addressing the meeting, Mr Lawson said: 

Ladies and gentlemen, I am afraid that in seconding 
this resolution I may take up quite a little time, but if 
I try now to answer the questions which have been put 
at the various informal meetings it should save time. 

Before the scheme of integration and the explanatory 
memorandum were issued to members, the Council 
had the benefit of consultation with the committees of 
the district societies. Since the issue of the documents 
we have had informal meetings of members through- 
out the country, most of which I have had the pleasure 
of attending. These meetings have provided a useful 
opportunity for a much wider exchange of views than 
was possible before the scheme was made public. 

Before dealing with specific questions raised at these 
meetings, I wish to amplify the explanatory memo- 
randum by making a few general remarks regarding 
the need for the scheme and the principles upon which 
it is based. 


The Present Structure of the Accountancy 
Profession 

The Council of the Institute is well aware that the 
present structure of the accountancy profession is not 
satisfactory. It has shown this awareness in the initia- 
tive which it took and the strenuous efforts which it 
made over a period of ten years from 1942 to 1952 to 
bring about co-ordination. These efforts eventually 
failed through no fault of those who devoted so much 
time and thought to the matter. 
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It is not surprising that changes should be necessary . 
as there has been no major reorganization in the 
accountancy profession in England and Wales since 
the Institute was formed in 1880 by the fusion of the 
then existing five bodies of accountants. In Scotland, 
however, a major step towards unification was taken 
in 1951 when the three separate bodies of Chartered 
Accountants of Edinburgh, Glasgow and Aberdeen, all 
of which had been formed before 1880, became united 
in The Institute of Chartered Accountants of Scotland. 

There are now three major bodies of accountants 
established in England and Wales which are recognized 
under Section 161 of the Companies Act, 1948 — our 
own Institute of Chartered Accountants in England and 
Wales, The Society of Incorporated Accountants, and ` 
The Association of Certified and Corporate Account- 
ants. In addition, The Institute of Chartered Account- 
ants of Scotland and The Institute of Chartered 
Accountants in Ireland are recognized under Section 
161. The Board of Trade has also recognized indi- 
viduals under Section 161 (x) (b) of the Act. These 


‘individuals are not necessarily members of any 


accountancy body or subject to any disciplinary con- 
trol. That is not always recognized at the moment. The 
auditor of an exempt private company is not required 
to hold any qualification or be a member of any 
accountancy body. 

All the recognized bodies of accountants were formed 
long before the passing of the Companies Act, 1948, 
and their prescribed conditions of entry were, therefore, 
established without consideration of the requirements 
of Section 161. 

The Chartered Institutes have, however, always 
required that admission to membership shall be after 
practical experience gained under articles in the offices 
of a practising member in the United Kingdom and 
Ireland and the passing of examinations of high 
standard. 

The Society of Incorporated Accountants was 
formed and has been built up mainly in order to pro- 
vide an alternative qualification for those who have 
been unable to train for the Chartered Institutes either 
because of the limitation on the permitted number of 
articled clerks or for financial or other reasons. In 
Scotland, where there is no defined limitation on the 
number of articled clerks, the membership of the 
Society is extremely small compared with that in Eng- 
land and!'Wales and Ireland, where the number of articled 
clerks has also been limited to two for each prac- 
tising member. Most members of the Society have 
obtained their qualifying experience in accountancy 
either by service as articled clerks with Incorporated 
Accountants in practice or as bye-law candidates in the 
offices of practising accountants, including Chartered 
Accountants. The Society, however, has also accepted 
service in the treasurers’ offices of public and local 
authorities in the United Kingdom and Ireland and in 
the offices of practising accountants overseas. 

The Association of Certified and Corporate Account- 
ants was founded in 1904 and took over the Corporation 
of Accountants in 1939 and the Institution of Certified 
Public Accountants in 1941. The Association now has 
within its membership a substantial number of prac- 
tising accountants. Its membership is available both 
to those who obtain their training in industry and to 
those who obtain their training in the offices of prac- 
tising accountants. They are the only one of the recog- 
nized bodies which accept training in industry. The 
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' former class is believed to predominate. As the Associ- 
ation is recognized under Section 161, all its members 
are qualified. to act as auditors of public companies 
whether or not they have had any practical experience 
of auditing. 

Thus, there are widely differing methods of quali- 
fication for those entitled to act as auditors of public 
and non-exempt private companies under Section 161 
of the Companies Act. 

The whole of the members of the Chartered Insti- 
tutes and a great majority of the members of the 
Incorporated Society have obtained their basic experi- 
ence in the offices of practising accountants, whilst a 
majority of the members of the Association have 
obtained theirs in industry. 

Many practising accountants, who are members of 
one of the recognized bodies, are in partnership with 
members of other such bodies, and some are themselves 
members of more than one body. Practising members 
of the Institute are training in their offices large num- 
bers of entrants for the Society and a much smaller 
number for membership of the Association. There is 
thus confusion in the minds of the public as to the 
different accountancy qualifications of those recognized 
under Section 161 of the Companies Act. 

In addition to the accountancy bodies to whch 
reference has been made, there are two other bodies of 
high standing which provide a qualification for those 
engaged in specialized fields of accountancy work, 
namely, The Institute of Cost and Works Accountants 
and The Institute of Municipal Treasurers and 
Accountants. Neither of these bodies is recognized 
under Section 161. 

The Institute has long recognized that the present 
structure of the profession is unsatisfactory and that it 
must.be regarded as unstable and subject to change. It 
regards itself ss having the duty to take the lead in 
bringing about changes which are necessary and 
practicable. 


Basic Principle of 
[the Proposed Scheme of Integration 


The objective underlying the proposed scheme of 
integration of the Society with the Institute is the 
taking of a major step towards the unification of the 
accountancy profession in England and Wales by 
bringing into one body as many as possible of those 
whose qualifications are based on practical experience 
in the offices of practising accountants and the passing 
of examinations of high standard and by providing for 
the future a uniform method of entry into the enlarged 
body through articled service and examination. It may 
be remembered that when the co-ordination proposals 
to which I have referred were before the profession, 
the draft Bill, on which all the recognized bodies in- 
cluding the Association were agreed, included pro- 
visions stipulating that all accountants seeking in future 
to obtain qualifications for going into public practice 
must.serve for a minimum period in the office of a 
practising accountant. 

Since the publication of the scheme of integration 
a number of letters have appeared in the Press, many 
from accountants, challenging this principle and claim- 
ing that experience in industry is an adequate substitute 
for experience in a practising accountant’s office. 
Nobody would wish to deny that much of the account- 
ancy training provided by industry, commerce and 
public and local authorities is of the highest quality, 
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but its purpose is different from that of the training 
provided by practising accountants. A high proportion: 
of the work of practising accountants consists of audit- 
ing, and heavy responsibility is placed upon auditors | 
under the Companies Act and other statutes. The 
necessary skills in this responsible and difficult work 
and the variety of experience and independence of out- 
look, and I want to stress that, required to carry through 
this work can, in the opinion of the Council, only be 
obtained by experience in a practising accountant’s 
office. Neither training in industry, however admirable 
for other purposes, nor examinations alone, can be an 
adequate substitute for such practical experience. 

The scheme provides that those members of the 
Society who have not had training in a practising 
accountant’s office shall retain the title ‘Incorporated 
Accountant’, but that after serving for three years in 
the office of or in partnership with a practising Char- 
tered Accountant, they shall be eligible to become 
Chartered Accountants. Thus, the fundamental prin- 
ciple is preserved while giving all existing members of 
the Society who wish to engage in the practising side - 
of the profession, the opportunity of becoming 
Chartered Accountants. 

It is appreciated, on the other hand, that practising 
accountants have much to learn from their colleagues 
in industry. The Council recognized this in 1948 
when it was agreed that part of the articled clerk’s 
period of training might be served with an approved 
industrial undertaking. With an ever-widening field of 
knowledge, the possibility of extending further the 
field of training for entrants into the profession is con- 
stantly under review, but the problem can never be 
completely solved so long as there are only twenty-four 
hours in a day and seven days in a week. In the mean- 
time the success achieved by our members who later 
take up careers in industry shows that our training is 
of the greatest value in a wider field than that of pro- 
fessional practice. We consider, indeed, that it is the 
best form of training for those who wish later to take | 
up such careers. 


Possibility of Further Steps in Regulating 
the Profession 


After the present scheme becomes effective, the 
membership of the Institute will comprise an over- 
whelming proportion of all professionally trained 
accountants in England and Wales. The number 
remaining outside the Institute's membership will be 
comparatively small, but at the informal meetings of 
members many questions have been asked with regard 
to the possibility of later taking further steps towards 
the unification of the practising side of the profession. 
These questions cannot be answered by the Council 
of the Institute alone. The answer must depend partly 
on the attitude of the other recognized accountancy 
bodies. The Council appreciates that in this respect the 
scheme is not complete in itself and that further steps 
may be desirable, but these can be taken only after the 
same full and careful examination as has been made in 
the present case. It is inadvisable to do too much at 
once. A great deal of administrative reorganization will 
be required to bring the present scheme into operation 
and members will require time to adjust themselves to 
the new conditions. As regards the Association, a broad 
outline of the proposals was supplied to their Council 
confidentially in November 1955. No comment was 
received from the Association but they issued a circular 
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0 their members on January 22nd of this year. We have 
! since received, at the end of last week, a letter from the 


Association suggesting that we and they should appoint 


representatives to discuss possible further steps in the 
integration of the profession. You will not expect me 
to comment further on this matter today as clearly a 
decision has to be reached on the scheme of integration 
with the Society before we could be in a position to 
discuss matters with the Association. Ás regards the 
Scottish and Irish Institutes, the Council appreciates 
the opportunity provided for consultation with their 
Councils in the Joint Standing Committee which is 
being formed. I hope that this is going to 9e a very real 
and helpful committee. 


Registration of the Profession 


Questions have also been asked about the Council's 
policy in connection with the possible ultimate regu- 
lation or registration of the profession by legislation 
with a view to the protection of the public and prac- 
tising accountants against the activities of unqualified 
accountants. Reference has already been made to the 
efforts made during and shortly after the war to intro- 
duce legislation. The draft Bills then under consider- 
ation would have had the double purpose of providing 
for the regulation of the profession and for its closing 
against unqualified accountants by Act of Parliament. 
So far as the recognized bodies are concerned, the 
present scheme goes a long way towards fulfilling the 
first purpose, which should be capable of achievement 
by agreement between the accountancy bodies con- 
cerned without recourse to legislation. The regulation 
“ofthe profession is a domestic matter within the power 
of the profession itself to achieve. As regards the second 
purpose it may be thought that, before enlisting the 
assistance of Parliament in protecting the profession 
we should set our own house in order by organizing 
the profession on a sound basis so as to provide the 
highest possible standards of service to the public. 
At the annual meeting in 1954, the then President 
said that the Council of the Institute, in association 
with the Councils of the other recognized bodies, had 
recommended to the Board of Trade that Section 161 
of the Companies Act should be extended to cover the 
-audits of exempt private companies. That proposal, 
which you may remember was recommended by the 
Cohen Committee as long ago as 1945, would go some 
way towards protecting the public and the profession 
against the activities of unqualified auditors, especially 
if it were accompanied by some disciplinary control 
over individuals on the Board of Trade list who are not 
now subject to discipline. It would be much more 
difficult to regulate the class of person entitled to deal 
with the accounts of sole traders and partnerships. That 
work is closely associated with taxation work in which 
the accountancy profession can claim no monopoly. It 
has been done for many years by solicitors, estate agents 
retired Inland Revenue officials, banks and others. It 
be extraordinarily difficult to establish a satis- 
factory egal definition of this kind of work or of those 
who shoüld be entitled to carry it out. It is possible that 
a more hopeful line of approach might be by adminis- 
trative action on the part of the Board of Inland 
Revenue, but there is no indication at present that the 
Board would be willing to consider such action. Thus 
the problem continues to present the great difficulties 
which defeated us when we were trying to bring about 
co-ordination of the profession. The need for protec- 
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tion against the activities of unqualified accountants is 
forcibly impressed upon our members, especially those 
in small towns and country districts and is a matter 
about which the Council is greatly concerned. 

The Council of the Association, in a recent circular 
to its members commenting upon our integration 
scheme, expressed the opinion that the scheme simpli- 
fies the structure of the profession but added that it is 
not an acceptable substitute for the statutory regulation 
of the profession. In view of the difficulties to which Ë 
have referred, it is hard to understand precisely what 
is meant by the term 'statutory regulation of the 
profession’ or how far this could be expected to go 
beyond the proposed amendment of Section 161 of the 
Companies Act, upon which all the recognized 
accountancy bodies are agreed. 


The Society's Membership 


The Society of Incorporated Accountants was formed! 
in 1885. It has had much the same aims as those of the 
Institute and, with the exceptions to which I have 
already referred, has adhered to the same fundamental 
principles. The Council of the Society has worked 
closely with that of the Institute in matters of common 
interest for many years. We have come to know therm 
and they have come to know us, and mutual confidence 
has resulted. 'l'heir standards of ethics and their atti- 
tude towards professional problems are much the same 
as: our own and their examinations are of a high 
standard. Many of their members have been trained 
in our offices and we are now providing nearly half 
their entry. At one time it would have been true to say: 
that, in general, recruits for membership of the Society 
left school at an earlier age than recruits for the 
Institute, leaving any deficiency in general education 
to be made good later. With changes in the educational 
system under which most entrants to professional 
offices remain at school at least until 16, this distinction 
is no longer so relevant. The Society's regulations 
provide that bye-law service shall not commence until 
the age of 171. In these circumstances most of us would 
find it difficult to describe the precise distinction 
between the designation of a 'Chartered' accountant 
and that of an ‘Incorporated’ accountant who has beem 
trained in the office of a practising accountant. It has 
often been said that we should have come together 
with the Society years ago. There were difficulties then. 
which. with changes in social conditions and outlook, 
have now largely disappeared. 'T'he financial conditions. 
of articled service are now very different from what 
they used to be and it should be possible for all young 
people of the necessary character, education and ability 
to undergo an appropriate course of practical training 
under articles which can lead to the Institute's examin- 
ations and membership. 'T'here is, therefore, no need 
in respect of such young people for the continuance of 
the alternative system of bye-law service leading to 
membership of the Society. 

Questions have been asked as to whether it will be 
necessary to provide facilities for clerical assistants in. 
accountants’ offices to obtain a qualification. ‘Time wilt 
show whether this is necessary and, if so, whether it 
should be provided by one of the other accountancy 
bodies or bv some separate examination by the 
Institute itself. 

It is believed that the scheme will assist in attracting 
the best type of entrants into the profession and will 
lead to the advancement of accountancy standards. 
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The merits of the scheme should be appreciated by the 
public who are our clients. 

If it is thought that, in isolated cases, there may be 
disadvantages in the short-term for individuals, it 
should be remembered that these will gradually dis- 
appear. Clients and employers will continue to look 
not only to their designation but also to their qualities, 
record and experience. Young members, in particular, 
should consider the long-term future of the profession 
in which they are starting their careers. I want to 
emphasize that. We have heard a lot said about the 
elder members, but it is for the young people to make 
up their minds; it is they who will benefit, if we are 
right, in ten to twenty years’ time. 


Articled Clerks 


Questions have been asked about the proposed changes 
in the Institute’s regulations regarding articled clerks. 
These will provide that, in future, a member in practice 
will be permitted to take up to four articled clerks with 
discretion to the Council to permit a greater number 
in appropriate cases. The reasons for this change, 
which are an essential part of the scheme, are given in 
paragraphs 26 to 29 of the explanatory memorandum 
which was drafted in consultation with the committees 
of the district societies. If changes were not made there 
would be need for the continued existence of the 
Society to provide a qualification for those who are 
being trained in our members' offices, but for whom no 
articled vacancies are available so long as the present 
limitations apply. 

. It may be said that there is no special merit in the 
number four, that it might more appropriately be 
three or five or some other number. The answer is 
that no one number is appropriate for every member; 
some members cannot provide satisfactory training for 
the present permitted number of two and, therefore, 
do not take two articled clerks. Others, especially those 
with qualified staff to assist them, could provide 
adequate facilities for training a larger number. In our 
view it is essential that the number which we name in 
the scheme should show an increase over the present 
permitted maximum 80 as to demonstrate a real inten- 
tion on the part of the Institute to provide increased 
opportunities for young people to become Chartered 
Accountants. 

I cannot too strongly emphasize, however, that it is 
not suggested that all practising members should take 
four articled clerks. We have no intention whatever of 
lowering our standards which we expect a member to 
maintain in training articled clerks. Our intention is to 
watch closely the effects of the increase in numbers of 
those standards and we shall not hesitate to return to 
you for leave to amend the Institute’s regulations if, 
after the elapse of a reasonable time, say two to three 
years, we find that the provisions now being made 
need to be altered. 

I realize that there is room for a variety of opinions 
on the question, but the number four has been agreed 
with the Society and I hope that in view of what I have 
said, you will feel that the matter can safely be left in 
the hands of the Council. What is important is that 
members who can provide training facilities should in 
future be enabled to employ them in training recruits 
for the Institute rather than for another body. It is 
entirely wrong that our energies should be directed, as 
they have hitherto been, in the other direction. 

Questions have also been asked about the financial 
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conditions of articles. Only 14 per cent of articles 
registered at the present time carry a premium, and 
in a large majority of cases, salaries are paid. It is not 
the intention of the Council to follow the «xample of 
the Scottish Institute by recommending rates of 
salaries for articled clerks; that, we feel, is better left 
to the judgment of individual members. Under existing 
conditions, however, it is natural that salaries should 
be paid to articled clerks and the tendency is for these 
to increase. 

In recruiting the students we require from the 
schools and universities we are in competition with 
large business firms, insurance companies and other 
employers, all of whom are able and willing to provide 
substantial salaries. If we wish to recruit the best men 
irrespective of their financial circumstances, we must 
follow the present trend. 


Suggestions for Revision of the Terms of 
the Scheme 


Some members have made suggestions for the revision 
of the scheme and these have tended to cancel each 
other out. For example, some members, whilst favour- 
ing the scheme, would prefer to leave the number of 
articled clerks undisturbed. 'l'his is impracticable for 
reasons which I have already mentioned. Other mem- 
bers would like to see the system of articles amended 
without any scheme of integration. That would be 
practicable but would do nothing to rationalize the 
profession. Indeed, it would add to the difficulty be 
depriving the Society of about one-half of its present 
entrants who would, in future, train for the Institute. 


It would provide no alternative basis for the Society's--^ 


recruitment, thus perhaps compelling it to extend its 
recruitment into the fields of industry. To do this, 
without first attempting to integrate the two bodies, 
would be an abrogation of the leadership of the pro- 
fession which the Institute has held for many years. 
We cannot concern ourselves only with our domestic 
affairs and disregard the interests of the profession as 
a whole. 

Some members have suggested that members of the 
Society should all become members of the Institute, 
not as Chartered Accountants, but in the new class of 
membership as Incorporated Accountants, while being 
allowed to take articled clerks for training as Chartered 
Accountants. 'l'hat suggestion, even if it were accept- 
able to the Society, would.do nothing to solve the 
present problems of the profession. It would, in effect, 
convert the Institute into an Institute of Chartered and 
Incorporated Accountants, but this the Council was 
not prepared to contemplate. 

On the other hand, some members have suggested 
that all members of the Society should be admitted to 
the Institute as Chartered Accountants, thus rendering 
unnecessary the new class of Incorporated Accountant 
members. It is essential that any step towards the 
integration of the profession should be taken in 
accordance with some clear principle. Sé 

It is a fundamental principle of the Institute that a a 
Chartered Accountant should be trained in a practising 
accountant's office in the United Kingdom and Ireland. 
It is a matter of regret to the Council that they were 
unable to recommend full membership as Chartered 
Accountants to members of the Society who have 
trained in local authority offices or with practising 
accountants overseas, but this could not have been 
done without sacrificing a fundamental principle and 


creating a precedent which might have serious con- 
sequences in the future. 

It must be remembered that nearly all the members 
of the Society concerned are either members of The 
Institute of Municipal Treasurers and Accountants or, 
if they are overseas, of the local societies of accountants 
in the countries in which they are resident. For most 
of them their qualification as Incorporated Accountants 
is additional to their other qualification. 


EES for Amendment of the Institute's 
own Regulations 


The principle on which the Council has proceeded in 
drafting the scheme is that members of the Society 
should, as far as practicable, join the Institute in 
accordance with the existing regulations and any 
question of amending these regulations should be con- 
sidered later. Ít is essential to have a clear vote from 
the members on the principle of integration, unaffected 
by any views which may be held on subsidiary matters 
which may, in themselves, be controversial. 

Suggestions, however, have been made at the 
informal meetings of members and in correspondence 
for changes in the Institute's own regulations and I will 
refer to just one or two of them: 


Ka That the present distinction between Associates 
and Fellows should be discontinued. There is 
clearly much to be said for this suggestion, 
especially as many of those who are now entitled 
to fellowship prefer to remain associates and pay 
a lower rate of subscription. The proposed 
change would involve a decision as to the letters, 
if any, which should be used to describe the new 
combined class of membership and also as to the 

g rate of subscription payable. Another suggestion 

was that fellowship should be extended to non- 
practising members. The Council does not 
. minimize the difficulties but hopes that they will 
not prove insurmountable. It intends, whether 
the present scheme becomes effective or not, to 
submit a report and, if possible, proposals to 
members at the earliest practicable opportunity, 
probably at the annual meeting in 1958. 


-~ (b) That members of our Institute practising in 
Scotland should be entitled to take articled clerks. 
'This question will be put forward for consider- 
ation by the Joint Standing Committee with the 
Scottish and Irish Institutes which is being set 
up under the scheme. 


(c) Representations have been received from overseas 
members of the Institute and of the Society as 
to the difficulties in which they will be placed by 
the withdrawal of the right to train students for 
membership of the Society. We sympathize fully 
with them in this difficulty, but we do not see 
how we can surmount it without abandoning a 
principle always regarded in the Institute as being 
of the greatest importance, namely, that articled 
service counting towards membership of the 
Institute shall be performed in this country. The 
policy of the Council is to encourage the forma- 
tion and development of bodies of professional 
accountants overseas and to assist them as far as 
practicable in their examinations and in other 
matters. We will do our utmost to continue to 
help in these ways, but I would not be frank if 
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I were to fail to say that we do not see any pros- 
pect of being able to recommend that service 
overseas should be recognized as articled service 
leading to membership of the Institute. 


(d) Other suggestions have also been made relating 
to tuition, examinations, publicity and other 
matters of current concern to members. 'T'hese 
subjects are under constant review by the com- 
mittees of the Council and the suggestions that 
have been made will be borne in mind. 


Conclusion 


In conclusion, the scheme is of vital importance to us 
all, whether it is regarded as complete in itself or as the 
first important step towards integration of the whole 
profession. If, as I hope, it is carried into effect, the 
Council will apply their minds sincerely and objectively 
to the possibility of further rationalization of the pro- 
fession, always bearing in mind, as indeed they have 
done hitherto, that they must seek the long-term good 
of the Institute and of the profession as a whole. 

By an overwhelming majority, the Council recom- 
mends the scheme to the members. It is important that 
all members should exercise their right to vote both at 
this meeting and at the poll which will be taken later. In 
recording their votes they will, I am sure, bring to bear 
upon this important domestic matter the independence 
of mind and objectivity which are such an essential 
part of the training of a Chartered Accountant. 

I have much pleasure in seconding the resolution. 


Discussion 


The President then opened the meeting for discussion, 
to which the following members contributed: 

Mr F. M. Gilliat, r.c.4. (Manchester); Mr G. N. Hunter, 
J.P., F.C.A. (Leeds); Mr G. P. Stevens, M.P., F.C.A. SEH 
Mr P. Livingstone Armstrong, F.C.A. (London); Mr E. G 
‘Turner, M.C., F.C:4. (Manchester); Mr C. A. Barber, RD., 
F.C.A. (London); Mr D. Steele, F.c.a. (Bradford); Mr T. E. 
Fitt, a.c.a. (London); Mr E. A. Harris, F.C.A. (Bristol); Mr 
V. B. G. Thursby-Pelham, a.c.a. (London); Mr V. M. 
Geduld, a.c.a. (London); Mr C. J. Maples, F.c.4. (London); 
Mr W. B. Tatlow, F.c.a. (Llandudno); Mr L. W. Robson, 
F.C.A. (London); Mr T. M. Rawcliffe, B.A.(COM.), A.C.A. 
(London); Mr A. Meeson, a.c.a. (Richmond, Surrey); Mr 
R. Sulkin, a.c.a. (London); Mr H. P. Finn, a.c.a. (Leicester). 

Mr Lawson summed up the discussion and the 
President then put the resolution to the meeting. The 
result of the voting was 1097 in favour of, and 278 
against, the resolution, which was accordingly passed 
by a majority of approximately 80 per cent. 

The President stated that a demand for a poll of the 
whole membership of the Institute, supported by the 
signatures of the requisite twenty-five members, had 
been received and polling papers, accompanied by a 

report of the proceedings of this meeting, would be 
sent out in due course. It was proposed by Mr J. H. B. 
Young, D.S.0., M.C., J.P., F.C.4. (Canterbury), seconded 
by Mr D. L. Combridge, F.C.A. (London), and carried 
unanimously, that the following five members be 
appointed scrutineers for the purposes of the poll: 

Mr Geoffrey Bostock, F.c.a.; Mr John Francis Aitchison, 
B.A., F.C.A.; Mr Edmund Kenneth Wright, M.A., F.C.A.; Mr 
Leonard Walker Bingham, rF.c.A.;; Mr Bernard William 
Rivett, F.C.A: 

The President thanked Mr Berry and 'his very able 
army of tellers’ and the meeting concluded. 

A verbatim report of the discussion at the meeting 
will be published in our next issue. 
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MORE INTEGRATION LETTERS 


Gm, - Thoughts, not for the 19th, but for the Poll: 
(a) Whilst not wishing to enter the controversy as 
to the relative merits of Chartered and Incor- 
porated Accountants, how many favourable 
votes would be cast if everyone were to change 
» to ‘Incorporated’ as a title? 
(b) Does this really get us anywhere nearer to 
registration? 
Yours faithfully, 
Chelmsford, Essex. ROBERT BARLOW, r.c.A. 


Sır, - Much of the recent correspondence in The 
Accountant on the proposed merger of the Society 
with the Institute has appeared to be biased and 
unrealistic. Surely the present is the time for really 
objective consideration of the problems confronting 
the profession. 

Articled service is no doubt the best form of 

professional training if conscientiously carried out by 
both sides, but do not let us exaggerate its advantages. 
How many individuals so trained can really say that 
they are much better accountants as a result? After all, 
the unarticled' man also receives a training and has 
his day to day problems dealt with just as readily and 
efficiently by his principals or the qualified staff. His 
life is often a little harder and more disciplined, 
which may actually be an advantage to him in the 
long run. 
Since the bulk of accountancy practices are small, 
many Chartered articled clerks receive very limited 
practical experience: many Incorporated and Certified 
accountants emerge much better equipped. It is not, 
of course, suggested that a man, given the opportunity 
would BCEE elect to become other than a Char- 
tered Accountant. 

I am loath to discuss my own particular case, but 
do so because it is typical of many others. My experi- 
ence, ending over twenty-five years ago, with a 
leading Scottish Chartered firm was wider and more 
complete than that of most of the Chartered appren- 
tices at that time. I sat the examinations of the 
Association as I was not prepared to wait nine years 
(more recently reduced to six years) before taking 
the Incorporated Final as a bye-law candidate. 

There is little between the examinations of the 
different recognized bodies. If a man could pass the 
examinations of one, he could probably equally well 
satisfy the examiners of the others. The academic 
standard demanded to obtain exemption from the 
Preliminary examination is practically the same for 
each. | 

The Society permits candidates employed by local 
authorities to qualify, while the Association caters, 
in addition, for commercially trained accountants. 
They receive training and experience no less compre- 
hensive and thorough than people in accountants' 
offices, but calculated to equip them for the higher 
posts in commerce and industry. 


Unfortunately, some accountants in commerce 
who qualified professionally, seem, as a matter of 
principle, to favour similarly trained men. For certain 
commercial posts, the professionally trained account- 
ant may be desirable, and, considering the big pro- 
portion of commercially trained men in the Associ- 
ation, it is probably reasonable, in these circumstances, 
to ask for a Chartered or a Chartered/Incorporated 
Accountant. One feels, however, that too many of the 
advertisements requiring a particular qualification, 
although they represent only a small proportion of the 
whole, are the result of muddled or biased thinking, 
perhaps to the detriment of the particular business 
requiring tbe staff. 

An important requirement in the reorganization 
of accountancy seems to be a separation of pro- 
fessionally and commercially trained accountants, 
after which, registration might be possible. There is 
no good reason, as stated by a correspondent, why the 
commercial man’s status should be lower than that 
of the accountant trained in a practising accountant’s 
office. Incidentally, his position could be quickly 
improved by the exercise of a greater degree of 
intellectual honesty by many people inside and out- 
side the profession. | 

Yours faithfully, 


London, SWr. J. GRASSIE, A.A.C.C.A. 


SIR, - Young Chartered Accountants to whom I 
have spoken imagine that the scheme brings nearer 
the registration of the profession. That is not so. 
This scheme, ill-conceived, will prevent for all time 
the registration and consolidation of the accountancy 
profession. It has provided one of the biggest insults 
to a large body of accountants that it was possible to 
conceive and all it does is to eliminate one such body 
from the number of accountancy bodies in the 
country and offers the practising members of the 
Institute a sop by promising to allow four articled 
clerks to each member, instead of two as at present. 
And yet, it is acknowledged that at the present time 
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practising members find so much difficulty in ` 


obtaining articled clerks that the number of clerks 
registered at the Institute is only just over one for 
every practising accountant. 

No, except for giving a handsome free gift to most 
members of the Society and slapping the Association 
hard in the face, this scheme promises nothing for 
the public or for the profession or for the individuals. 

Yours faithfully, 
ALSO CHARTERED (r.c.a.) 


SIR, ~ I feel constrained to write in protest of some 
of the letters you have seen fit to publish from 
members of the Institute; they represent, in my 
opinion, cheap and emotional attacks on us members 
of the Society, their so-called professional brethren. 


D 


February 23rd, 1957 


Some of the reactions of your correspondents are 


positively fantastic. There is one who would use the. 


designation ‘pre-scheme’, another who is worryin 
about remaining an A.C.A., whilst his F.S.A.A. 
auditor becomes F.C.A., and a third, presumably a 
very elderly practitioner, is going to vote against the 
scheme because he enjoys training articled clerks for 
the fun of seeing them make the same mistakes that 
be used to make. 

But what astonishes me most is the lack of con- 
fidence and respect some of these correspondents 
have expressed for the members of their own 
Council; more than one has indicated that he will 
vote against the scheme simply to gratify some sense 
of grievance he feels against them. 


Yours faithfully, 
DISGUSTED (F.8.4.4.) 


Sm, - Many opinions have been expressed, and the 
pros and cons discussed from many angles, but fail 
to point the road leading to the ultimate goal. 
Personal views have been expressed and as such have 
no real value; others have tried to view the move 
forward as an advantage to the profession. 

If I may be permitted to express a personal 
opinion I would say that no really good purpose will 
be served by the present integration unless it is 
intended later to follow it up with a general unification 
of the whole profession. 

I am an Incorporated. Accountant, and very proud 
of the fact, with well over a quarter of a century of 
public practice behind me. There is no personal 
benefit to be gained by converting me into a Chartered 
Accountant. I shall be no better qualified to serve my 
clients nor will they expect any more from me, My 
standing in other spheres will be similarly not 
enhanced because of it. 

What then do I look for? In the words of the 
B.B.C. T V item ‘Whats my Line’ - ‘Is there an 
end product?' If general unification of the profession, 
leading to registration, is the aim in view then 
undoubtedly something is being achieved. But is 
that enough? In my view it falls far short of what is 
desirable and long overdue. 

As at present constituted and as visualized in the 
future, what advantage will either Chartered or 
Incorporated Accountants gain other than what they 
already enjoy? 'To become a Chartered or Incorporate 
Accountant it has been necessary to put in a number 
of years training and studying (for the purpose of 
argument articles are assumed), to submit to an 
examination and in due course, on satisfying the 
.examiners, to take up membership of the Institute or 
‘Society. The question of whether to proceed into 
-public practice or one of the other avenues open to 
‘the. profession next has to be settled and this is 
-governed by first passing the examination. 

But what really has been achieved? The right to 
-call oneself a Chartered or Incorporated Accountant 
.88 long as you pay for it. In other words, a Chartered 
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or Incorporated Accountant continues to be so, 
only so long as he pays an annual subscription for 
that right. The absurdity of this can be left to the 
imagination. The removal of this and the safe- 
guarding of an accountant’s status seems to be far 
more desirable than any integration scheme. 

With the. funds at their disposal, contributed by 
accountants who have gone on and we others in the 
process of going the same way, it does not seem to be 
outside the realms of possibility to establish university 
chairs of accountancy which would grant degrees, 
which would be retained for life. The position of 
accountants already qualified should receive prior 
attention and it should not be beyond the ability of 
the Institute or Society. to achieve a satisfactory 
solution if they so desire. 

Public practice is another matter and should be 
separately treated. Diplomas could be granted and 
regulated by a central body, but it would deal only 
with that activity. Annual renewal may be desirable. 
Annual subscription to a governing body may also be 
necessary. 

. Unification and registration may be, and very 
likely are, highly desirable and should be pursued, 
but should come after the qualification has been 


made secure. 
Yours faithfully, 
J. E. C. (F.S.A.A.) 


Sir, — After reading the Institute's pamphlet and the 
correspondence in your paper, I have still to be con- 
vinced of the existence of any substantial advantages 
in the scheme. I have, in fact, every sympathy with 
the viewpoint of Mr Leonard S. Griggs and Mr P. H. 
Robinson in your issue of January 19th, though I am 
far from being, like them, a recently qualified 
Chartered Accountant, having been over thirty years 
in practice. 

t seems to me that most Chartered Accountants 
decided to qualify as such because they thought it the 
best qualification, while most Incorporated Account- 
ants attained their qualification because they were 
unable to qualify as members of the Institute. It 
seems to me that few Incorporated Accountants are 
likely to have qualified because they preferred that 

ualification to the Chartered one while few, if any, 
hartered men would qualify as such because they 
were unable to obtain the other qualification. 

We used to be told that integration was a n 
preliminary to registration. I must say that I cannot 
see why this should be so. I am unable to practice as a 
doctor, but if I had wished to do so I would not 
have been limited to one qualification but could 
have practised if I was an M.D. of Edinburgh, or an 
M.B.Ch.B. of Manchester, or an M.R.C.S. and 
L.R.C.P., among other qualifications. 


In view of the possible outcry caused by my 

opening remarks, I think I had better sign myself as 
Yours faithfully, 

MAB (r.c) ` 
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Qualified Accountants and the Public 


SIR, — The following appeared in a recent issue of a 

national newspaper as part of a prominently displayed 

article headed "l'axation: can nothing be done about 

it? i 
MONEY 

"The managing director of a family firm which 
imports and exports vital raw materials says: 

“In businesses like ours the Inland Revenue 
assesses our tax obligations two years in advance. 
Inevitably such assessments are arbitrary and 
unrealistic. 

‘What happens? We resort to the appeal machinery. 

* But the Inspector will not accept any set of books 
not duly audited by a qualified accountant. Thus, in 
sheer self-protection, small businesses have to pay 
50 or Do guineas a year out of a profit of, perhaps, 
f, 1,000, in accountants’ fees. 

* And since we cannot afford the feea of the big 
firms — who would not take our custom anyway — 

- businesses like mine have to make use of small firms 
and newly-qualified accountants who have neither 
the experience nor the standing necessary for 

Inland Revenue work." ’ 

We consider that remarks such as the above are 
highly irresponsible and quite unwarranted, creating, 
as they do, an entirely wrong impression in the public 
mind. 

Is it not time that the accountancy bodies threw 
professional dignity to the winds in this connection 
and used some of their funds (built up over the years 
mainly by 'small firms and newly-qualified account- 
ants’) in a Press campaign to enlighten the public 
regarding the functions of qualified accountants? 

Yours truly, 


The Charles Winn Accounts: 
Income Tax on Dividends 


Sir, ~ I must question one of the points made by Mr 
N. K. Mousley in your issue of February oth. 

He says that in respect of income tax deducted on 
payment of dividends, the company acts merely as 
tax collector as in the case of P.A.Y.E. Literally, this 
is certainly not so, as the company's liability to 
income tax depends upon the profit earned and not 
upon the dividends paid. 

This point is illustrated by companies which are not 
liable for income tax but nevertheless pay dividends 
net. This can happen when a company has income 
tax losses to bring forward or where capital allow- 
ances are higher than depreciation charged. The 
latter case happened not infrequently when invest- 
ment allowances were in force, 

Profits tax can become very involved if an attempt 


is made to split this and to show the amount applic- 


able to dividends. This is particularly so in the case 


of group companies and investment companies 
where there is franked investment income. 

The Companies Act has to cater for awkward 
cases as well as straightforward ones and I fear that 
there would be too many exceptions to make an 
extension of the law, to cover these points, practicable. 

Yours faithfully, 

Liverpool. K. M. TOWNSEND. 


Revenue Integrity 


Sir, - May I be allowed a postscript to the corres- 
pondence on this subject (January 19th, 26th, 
February 2nd and oth issues). 

I was called in recently to advise on a back duty 
case where the Revenue had refused a fairly sub- 
stantial offer, were claiming for many years which 
were out of date and saying that the taxpayer was 
lable for penalties. After I had written two brief 
preliminary letters to them, they suddenly withdrew 
all claims except those in date, leaving the amount 
payable one-tenth of what they had been claiming 
and about one-sixth of the amount they had been 
offered and had refused. 


Nevertheless I was pressed to ask my client to — 


consider making a voluntary payment to compensate 
for the claims they felt unable to enforce. When I 
asked the Inspector whether the Revenue ever made a 
'voluntary repayment' of tax when a relief or allow- 
ance was out of date, he replied that he had not 


heard of any instance. 
Yours faithfully, 
Falmouth. G. W. B. HEXT. 


*Ethics and Accountancy' 


Sir, - I have read with interest the recent articles 
published in The Accountant entitled ‘Ethics and 
accountancy’ by K. L. Milne, F.c.a.(Aust.) and 

J. L. Rawnsley, a.c.a.(Aust.). 
In the issue of December 8th last the authors stated: 
‘It is interesting to note that in earlier English 

Companies Acts the auditor was required to possess 

a share qualification. Such a condition no longer 

exists.’ 

You may be interested to know that the Bank of 
New South Wales, of which I am one of the auditors, 
was incorporated under a Special Act of Parliament 
in 1850. It is one of Australia’s oldest companies. 
The deed of settlement provides ‘that the qualifi- 
cation for an auditor shall be the holding of thirty 
shares at least in the capital of the company... 
and every auditor who shall act as such while 
unqualified . . . shall receive no remuneration for his 
services, and shall forfeit and pay to the company the 
penalty of £100. Yours faithfully, 

Sydney, Australia. . E. E. TRIGG. 
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INLAND REVENUE 
EXTRA-STATUTORY CONCESSIONS ` 


Alterations in 1955 


We reproduce below, with the permission of the Controller of H.M. Stationery Office, 
an appendix to the ninety-ninth report of the Commissioners of Inland Revenue 
(Cmnd. 54) - discussed in a leading article elsewhere in this issue - showing extra- 
statutory concessions in operation at December 31st, 1955, in addition to those 
published in the Board's ninety-third to ninety-eighth reports. The concessions 
described below are of general application, but it must be borne in mind that in a 
particular case there may be special circumstances which will require to be taken 
into account in considering the application of the concession. 


INCOME TAX 


1. Deficiency Payments in Respect of Home- 
Grown Cereals 


Deficiency payments in respect of home-grown cereals 
should in strictness be credited in the case of wheat 
and rye, by reference to the dates when the crops were 
sold and delivered, and, in the case of barley, oats and 
mixed corn crops, by reference to the dates of 
harvesting as grain. In practice, except where the 
‘commencing’ or ‘ceasing’ provisions apply final 
deticiency payments for cereals other than wheat are, 
however, allowed to be brought into account in the 
farmer’s accounting year in which such payments are 
notified. 

Further, where total deficiency payments are small 
or where they have been dealt with in the accounts in 
8 a way that any adjustment in respect of such 
payments would be unlikely to make more than a 
small variation in the profits, no objection is raised to 
the liability being settled on the basis of the accounts. 


‘See The Accountant dated January 2oth, 1951, February 
2nd and April 12th, 1952, January 318t, 1953, February 6th, 
1954, January agth, 1955, and January 28th, 1956. 


ESTATE DUTY 


1. Disclaimer of Certain Rights Under an 
English Intestacy 

By analogy with the concession relating to the sur- 
render of legal rights in Scottish estates (published in 
the. Board’s 93rd Report) where the surviving spouse 
of a person dying intestate disclaims unconditionally 
his or her rights under English law to a net sum 
charged upon the intestate’s residuary estate, estate 
duty is not claimed in connection with the death of the 
spouse, although it could be claimed under the 
provisions of Section 45 (2), Finance Act, 1940. 


EXTRA-STATUTORY CONCESSION WHICH 
HAS CEASED TO OPERATE 


during the year ended December 31st, 1955 
INCOME TAX 
No. on list 


tn Board's 93rd Report. . . 
34. ‘SPECIALLY AUTHORIZED’ SOCIETIES REGISTERED 
UNDER THE FRIENDLY SOCIETIES Acts. 
This concession has now been superseded by 
Section 3 (1) and (4) of the Friendly Societies Act, 1955. 


| laxation Case 
A full report of the case summarized in this column will be published, with Notes on the Judgment, 
in the ‘Annotated Tax Cases’. i 


Moriarty v. Evans Medical Supplies Ltd 

In the Court of Appeal — December 13th, 1956 
(Before THE MASTER OF THE ROLLS (Lord EVERSHED), 

Lord Justice Brrxett and Lord Justice ROMER) 
Trade — Agreement with Government to establish 
industry — Supply of secret processes — Whether sum 
received therefor a trading receipt - Income Tax Act, 
1918, Schedule D. 

The company carried on business as a manufacturer 
of pharmaceutical products and as a wholesale 

-druggist with a world-wide trade. It had subsidiary 
companies and agencies abroad. 

In 1953 the Burmese Government desired an 
industry to be established there for the production 
of pharmaceutical and other products and the 
company contracted to assist the Burmese Govern- 
ment in setting up such an industry. The recitals of 
the contract, which was made on October aoth, 1953, 


were to the effect that the company would supply the 
Burmese Government with secret processes and 
would organize the factory in a manner stated in the 
agreement, in consideration for which the company 
was to receive ‘the capital sum of £100,000’ from the 
Burmese Government. 

The Special Commissioners decided that the 
£100,000 was received by the company in the course 
of its original trade or in the course of carrying on 
a new trade which began with the agreement of 
October 2oth, 1953. 

Held (varying the judgment of Mr Justice Upjohn), 
that the {100,000 was a receipt in the course of the 
company’s trade, but that the case should be remitted 
to the Special Commissioners for them to decide 
the proportion of the {100,000 attributable to the 
secret processes, such proportion to be treated as a 
capital receipt. l 
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In Parliament. 


Accountancy Bodies: Amalgamation Proposals 


Mr E. FLETCHER asked the Paymaster-General, as 
representing the Lord President of the Council, what 
steps Her Majesty’s Government intend to take to 
implement the proposals of the joint investigating 
committee for an amalgamation of The Society of 
Incorporated Accountants and The Institute of 
Chartered Accountants. 

Mr MaunriNG: The scheme to integrate The Society 
of Incorporated Accountants with The Institute of 
Chartered Accountants in England and Wales is in the 
first place a domestic matter for the accountancy bodies 
concerned. I do not know of any joint investigating 
committee and, although the Privy Council is aware.of 
the scheme, I understand the proposals have not yet 
been considered by the members of the Institute in 
general meeting. Any application which the Institute 
as a chartered body may subsequently make to the 
Privy Council for amendment of its Charter and bye- 
laws will of course be considered by their lordships in 
the normal manner. 

Mr FLETCHER: Does the Paymaster-General appreci- 
ate that opinion on this subject is by no means united, 
either within or outside the accountancy profession? 
Will he bear in mind that there are also public interests 
involved before he makes any decision on the matter? 

Mr MaunriNuc: This is at the moment essentially a 
domestic matter for the professional bodies concerned. 

Sir R. JeuNiNGs: May I ask the Minister to leave this 
to The Institute of Chartered Accountants and the In- 
corporated body to settle their own affairs, rather than 
to have any Government interference in this matter? 

Mr MAUDLING: I was trying to convey that that was 
our intention. ; 


Hansard, Feb. 13th, 1957. Oral Answers. Col. 1274. 


Taxation Laws: Consolidation 


Mr PEYTON asked the Chancellor of the Exchequer if 
he will consider the introduction of legislation to con- 
solidate the law relating to direct taxation. 

Mr PowzLL: The Income Tax law was consolidated 
in 1952. I do not think that further consolidation is 
necessary at present. 

Mr PEYTON: Am I not right in saying that there are 
about sixteen statutes in force bearing on Income tax 
alone? Would my hon. friend give further considera- 
tion to this point and bear in mind that it would be 
highly desirable not only to have the law in one hand 
but also to have it more simple? Would he not also 
agree that it would be very much easier to get it simpli- 
fied if it were less penal? 

Mr PowszLr: Consolidation is not necessarily simplifi- 
cation, and there has been consolidation within the last 
four or five years. The Royal Commission on the 
Taxation of Profits and Income recommended con- 
solidation over ten years, beginning from 1962, and we 
have not quite got there yet. 


Hansard, Feb. 14tb, 1957. Oral Answers. Col. 1428. 


Company Taxation 
Mr PEYTON asked the Chancellor of the Exchequer how 
the level of company taxation in the United Kingdom 
compares with that in force in those European 


countries which support the proposals for a eent 
market. 

Mr Brrcu: As the answer contains a number of 
figures, I will, with permission, circulate it in the 
Official Report. 

Mr Peyron: Whilst I am very grateful to my right 
hon. friend for that answer, and I am certain that the 
information will be most interesting, may I ask 
whether he will accept on the part of the Government 
the long-term objective of equating the level of 
taxation in the country with that in all the other 
countries participating in the Common Market in order 
that our industries shall not continue to be crippled, in 
even worse conditions, by continued penal taxation? 

Mr Brrcu: Taxation here is high of course, but if my 
hon. friend will study the figures he will find that there 
are enormous variations in these countries and com- 


‘parisons are not easy to make. 


Following are the figures: . 
Country and rate of tax on company profits 


United Kingdom: '^ Per cent 
Profits tax 
On distributions Si Se T s Ua 
On undistributed profits  .. 24 ze g 
Income tax ; 

On undistributed profits . 421 
Belgium: i S 
On distributions : s Es ,. 20 
On undistributed profits d 

First 150,000 francs xx s 0 25-—— 
Next 350,000 francs - Se ses B9 
Next 5,000,000 francs ea 24 ce RE 
Next 9,000,000 francs Sr SS .. 37i 
Balance A is - sso 40 
Federal German Republic: LM 
Corporation tax 
On distributions : is is . 30. 
On undistributed: profits ia T TRE. 
Berlin aid tax .. ; rM ^ — 409 
Income tax 
On undistributed profits .. "T as 25 
France: 
Company tax 41:8 
taly: 
Income tax 18 
Company tax (on taxable profits i in excess of 6 
per cent of ‘taxable capital’) » e -YÉ 
Luxembourg: i 
On total tale profits 
First 400,000 francs .. "T vs .. 220. 
Next 600,000 francs .. ne Se .. 30 
Balance T - e3 Es e" 40. 
Netherlands: 
Corporation tax 
First 40,000 florins .. va - , 40 
Next 10,000 florins .. . 55 


Balance 43 

1, The rates shown are for p for the United 
Kingdom end for other countries the latest rates which 
could be ascertained in the time available. EN 

2. The table excludes those taxes on shareholdérs' 
income, which are, for convenience of collection; charged 
on LER and deducted by them from distributed 
profits 

3. The method of computing profits and the allowances 
and reliefs given to companies varies from country to 
country, and comparisons of the weight of direct taxation 
by reference to rates alone should be treated with reserve. 


Hansard, Feb. 14th, 1957. Oral Answers. Col. 1428. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


The following is a list of Associates elected to Fellow- 

ship and applicants admitted to membership at the 

Council Meeting held on February 6th, 1957, who 

completed their Fellowship or Membership before 

February rgth, 1957. 

Associates elected Fellotos 

Alington, John Winford, wc: 1939, A.C.A.; (Luckin & 
Sheldrake), Waterloo Chambers, and 68 London Roa 
Ce Esser; also at Braintree, Dunmow an 

H 

Anderson, Leslie Alfred; 1941, A.C.A.; (Gray, Stainforth & 
Co), Monument Buildings, II-15 Monument Street, 
London, EC3, and 3 De Walden Court, 85 New 
Cavendish Street, London, Wr; also at Watford: (Gray, 
Stainforth, Birkett & Co). 

Andrew, Derek Ronald, D.8.M.; 1948, A.C.A.; (W. J. C. 


Kendall & Co), Lyttelton House, Malvern, Worcs. 


Braime, John Saville; 1937, A.C.A.; (Smith & Garton), a 
Park Row, Leeds, 1 


Burn, Arnold Thaxter; 1948, A.C.A.; (Arthur Stubbs & ` 


Spofforth), Tudor Court, 52 Richmond Road, Worthing, 
and at London and Storrington. 

Chilcott, John Bowering; 1950, A C.A. (*J. & A. W. Sully 
& Co), 14 Broad Street, South Molton, Devon, and at 
Barnstaple and Bridgwater. 

Cooke, Ronald William; 1951, A.C.A.; (H. Overton, Salt & 
Co), 52 High Street, Sutton Coldfield, and at Birmingham. 

Cotton, Alfred, ro: 1950, A CA: (Phipps & Co), 368 Bank 


ambers, 329 High Holborn, London, WC1, and at. 


Bishop's Stortford. 

Cox, Norman Theodore; 1939, A.C.A.; (*F. J. Reed & Co), 
49 Leadenhall Street, London, EC3. 

Dawson, Arthur; 1923, A.C.A.; (Knox, Burbidge, Hender- 
son & Co), Hooles Chambers, 45 Bank Street, Sheffield, 1. 

Rcs George Linney, m.a.; 1947, A.C.A.; (Derbyshire 

Co), Hanover House, 73—78 High Holborn, London, 

Wor. and at Nottin 

Elgar, Stanley Norton; 1950, A.C.A. (W. H. Barnes & Co), 
: 22 Queen Anne Street, London, Wt. 

Feldman, Albert; 1951, A.C.A.; (Alfred Harris & Trotter), 
Suite 1, 120 Wigmore Street, London, Wr. 

Fenton, Cyril; 1951, A.C.A.; (Fisher, Conway, Fenton & 
Co), Chancery House, Chancery Lane, London, WCa. 
‘Fox, Geoffrey Charles; 1938, A CA: 102-104 Acton High 

Street, London, W3. 

Fry, George Russell Henry, D.F.C., A.F.C; 1949, A.C.A,; 

Andw. W. Barr & Co), Ridgeford House, 9 Clarges 
treet, London, Wr. 


Galt, John McFarlane; 1932, A CA: (Hinde, Galt & Co) 
20 High Row, Dering 

Garner, Roy; 1950, A.C.A.; (Garner & Co), 194 Heath 
Road, Twickenham, iddlesex, and at Hampton. 

Geary, ‘Leonard; 1947, A.C.A.; (Webb, Hanson, Bullivant 
& Co), go Deansgate, Manchester, 3 

Gibbons, Kenneth Henry; 1926, ŠTA; (Gibbons & 


T against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is 
composed wholly of chartered accountants who are members 
of one or the other of the three Institutes of chartered 
accountants in Great Britain and Ireland. 

* against the name of a firm indicates that the firm is not 
wholly composed of members of one or the other of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. 

Firms not marked t or * are composed wholly of SEH 
of the Institute. p 


Vowles), 27 Orchard Street, Bristol, and at Keynsham. 
Gray, Harold Geoffrey; 1949, A.C.A.; (Leman, Hill & Hil- 

p 7 College Street, Nottingham 

Greenb ury, Edward Charles; 1950, A.C.A; (Summers ` 

& Co), Sweden House, 13 Stratford Place, Oxford Street, 

London, Wir. 


Hes Eric Howard; 1950, A CA: (Futcher Head, Smith 
& Co), Broad Street House, s4 Old Broad Street, 

London, ECa. 

Henson, David; 1951, A.C.A.; (J. C. Graham & Spoor), 
Td House, New Bridge Street, Newcastle upon 

Hilton, Kenneth James; 1948, A.C.A.; (Thrale C. Martin 
& Hilton) and (A. L. Friends & Co), 3 Winchester Street, 
South Shields, and at Newcastle upon Tyne. 

Hinde, Harald Ernest William; 1933, A.C.A; (Hinde, Galt 
& Co), 20 High Row, Darlington. 

Hogg, deg Henry; 1931, A.C.A.; ({Hubbart, Durose & 
Pain), 18 Park Row, Nottingham, ‘and at London. ` 


WEE Richard Fosbrooke; 1948, AC A: (Derbyshire 
Co), Bentinck Buildings, Wheeler Gate, Nottingham, 
dt at London. 

Hopkinson, Joseph; 1923, A.C.A.; (Nickson & Co), a1 
London Street, Fleetwood, and at Blackpool. 

Hyatt, ete 1951, A.C.A; (W. G. Hawson, Wing & 
Co), Hartshead Chambers, "Sheffield, I. 

Johnson, Michael Gordon Dixon; 1950, A.C.A.; (Wilkinson 
& Johnson), 18 John Street, Sunderland. 

Kaye, Soren Harold, MA: 1949, A.C.A.; (Jeffreys, Alfred 
H ST 10 Coleman Street, London, EC2. 

Kendall, William John Charles, M.B.E., M.C.; 1923, A.C.A; 
(W. J. C. Kendall & Co), Lyttelton House, Malvern, 
Worca, 

Latham, Derek James; 1948, A.C.A.; (Lowe, Towler, 
Latham & Co), Williams Deacon's Bank Chambers, 
Market Street, Leigh, Lancs. 


Boo de sri. George Ronald; 1950, A CA: (W. G. Hawson, 
Wing & Co), head Chambers, Sheffield, I. 

Lucas, Howard Spencer; 1951, A.C.A.; (A. C. Lucas & 
Son), 13 Victoria Street, London, SW. 

Luckin, James Cecil; 1907, A.C.A.; (Luckin & Sheldrake), 
Waterloo Chambers, and 68 London Road, Chelmsford, 
Essex, and at Braintree, Dunmow and Witham. 

Lythgoe, Frank William; 1931, A.C.A.; (Frank W. Lythgoe 
& Co), 67 Lord Street, Liverpool, 2. 

Harvey Graham; 1950, ALA. (Blease & Sons), 

Clifford's Inn, London, E , and at Liverpool. 


Ludlow. 

May, Hubert Wyatt, B.A.; 1933, A.C.A.; (Luckin & Shel- 
drake), Waterloo Chambers, and 68 London Road 
Chelmsford, Essex, and at Braintree, Dunmow and 
Witham. 

Ee John Rees; 1949, A CA: (Futcher, Head, Smith 

& Co), Broad Street House, 54 Old Broad Street, 
London, ECa. 

Nickson, Edward Anthony; 1950, A.C.A.; (Nickson & Co), 
4 Leopold Grove, Blackpool, and at Fleetwood. 

Nickson, Frederick Stanley; 1931, A.C.A.; (Nickson & Co), 

4 Leopold Grove, Blackpool, and at Fleetwood. 
nas Derrick Horace, M.A. 1951, A.C.A.; Clark, 
GE & Co), 32 Victoris Street, Westminster, London, 
Wr 

Parrott, John Francis: 1949, A.C.A.; (Derbyshire & Co), 
Hanover House, 73—78 High Holborn, London, WCr, 
and at Nottingham. : 
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Philips, George William Mark; 1938, A.C.A.; (Tribe, 
Clarke, Painter, Darton & Co), 43°44 Broad Street 
Avenue, Blomfield Street, London, EC2; also at Rochester 
and Sittingbourne (Tribe, Clarke, Darton & Pollock). 

Picken, Stanley Frederick; 1940, A.C.A.; (*Harcourt, 
Picken & Co), Whitehall Chambers, 23 Colmore Row, 
Birmingham, 3. i 

Prusmann, Frederick Leslie; 1926, A.C.A.; (Carter, 
Chaloner & Kearns), 76 Cross Street, Manchester, 2. 

Read, Tom Bulmer; 1927, A.C.A; 71 Howard Street, 
North Shields. 

Rouse, Alfred; 1934, A.C.A; (Frank Harrop & Co), 10 
Norfolk Street, Manchester, 2. 

Sheldrake, Harry Daking; 1899, A.C.A.; (Luckin & 
Sheldrake), Waterloo Chambers, and 68 London Road, 
Chelmsford, Essex, and at Braintree, Dunmow and 
Witham. 

Sheldrake, John Carrington; 1935, A CA: (Luckin & 
Sheldrake), Waterloo Chambers, and 68 London Road, 
Chelmsford, Essex, and at Braintree, Dunmow and 
Witham. 

Sherman, Maurice; 1945, A.C.A.; (Sherman, Apple & Co), 
79 St Martin's Lane, London, WCa. 

Smith, Deryck Norman; 1938, A.C.A.; (Smith & Earle), 
49 Queen Victoria Street, London, EC a. 

Smith, Patrick Ps 1950, A.C.A.; (Futcher, Head, 
Smith & Co), Broad Street House, 54 Old Broad Street, 
London, ECa. 

Spofforth, Michael Gordon; 1951, A CA: (Arthur Stubbs 
Spofforth), Tudor Court, 52 Richmond Road, oun 
and at Storrington; also at London (Arthur Stubbs 
Spofforth) and (Stanley A. Spofforth & Co). 

Swallow, Leslie Edward; 1948, A.C.A.; (Wade, Harrison 
& Co), 4 Tokenhouse Buildings, King’s Arms Yard, 
Moorgate, London, ECa. 

Talbot, John; 1950, A.C.A.; (Wm. Wrigley & Son), 18 Clegg 

' Street, Oldham. . 

Tarn, Walter Herbert; 1925, A.C.A.; (tLayton-Bennett, 
Billingham & Co), 23 Blomfield Street, London, EC2. 
Taylor, Edward Alan; 1949, A.C.A.; 92 Grange Road, 

Middlesbrough. 

Taylor, John Ashworth; 1938, A.C.A; (Arthur - Scott, 

. Taylor & Co), and (*Arthur Scott, Roberts, Taylor & 
Co), 1 Corporation Street, Hyde, Cheshire. 

Towler, Russell Stewart, B.COM.; 1948, A.C.A.; (Lowe, 
Towler, Latham & Co), Williams Deacon’s Bank 
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Chambers, Market Street, Leigh, Lancs. 

Vowles, Martin Walstan; 1928, A.C.A.; (Gibbons & Vowles), 
27 Orchard Street, Bristol, 1, and at Keynsham. 

Watkins, Herbert James; 1950, A CA: (TLayton-Bennett, . 
Billingham & Co), 23 Blomfield Street, London, EC2. 

Webb, Philip Dalton, B.A.(COM.); 1951, A.C.A.; (Webb, 
Hanson, Bullivant & Co), go Deansgate, Manchester, 3. 

Williams, Arthur Maldwyn; 1940, A.C.A.; (*Brinley, 
Bowen, Mills & Co), 58 Mansel Street, Swansea. 

Williams, David Hugh; 1949, A.C.A.; (Oldham, Holland, 
Frank & Co), 3 St Andrew’s Place, Southover Road, 
Lewea, Sussex; also at Haywards Heath (Ralph D. Higgs, 
Foreman & Co). 

Williams, Horace Edwin; 1934, A.C.A.; (Wenn, Townsend 
& Co), 10 Cricklade Street, Cirencester, and at Oxford. 

Williams, William Donald; 1949, A.C.A.; (W. J. C. Kendall 
& Co), Lyttelton House, Malvern, Worcs. so 

Woodruff, Hedley; 1937, A.C.A.; (W. G. Hawson, Wing & 
Co), Hartshead Chambers, Sheffield, 1. 

Yates, Robert Taylor; 1946, A.C.A.; (*Yates, Lockett & 
Co), 82-83 Walsall Street, Willenhall, Staffs. 

Young, Julian Pexton; 1948, A.C.A.; (Knox, Burbidge, 
Henderson & Co), Hooles Chambers, 45 Bank Street, 


Sheffield, 1. 
(Not in England or Wales) 

Edgley, Geoffrey Henry George; 1926, A.C.A.; (Russell 
& Co), Kattan Building, Wingate Avenue, (P.O. Box 142), 
Khartoum, and at Asmara and Port Sudan. 

Rowe, Kenneth John; 1946, A.C.A.; (Carnaby, Harrower, 
Barham & Co), 6 Berthelot Street, Guernsey. 


Admitted as Associate 
(Not in Practice) 

Shevlin, Peter Borrowdale Spencer, with Thomas Bowden, 
Sons & Nephew, 42 Mosley Street, Newcastle upon ` 
Tyne, 1. l 

Associates elected Fellows 

The following Associates elected to Fellowship at 

Council meetings on the dates stated below have com- 

pleted their Fellowship: 

Midgley, Eric; 1940, A.C.A.; (Russell Tillett & Co), Curzon , 
Building, 38 King Street West, Manchester, 2, and at : 
Bradford and London. (November 7th, 1956.) 

Margetts, John William; 1949, A.C.A.; (TPeat, Marwick, 
Mitchell & Co), 11 Ironmonger Lane, London, ECa. 
(January 2nd, 1957.) 


Ad 


! 


Finding and Decision of the Appeal Committee of the Council of the Institute appointed pursuant to bye-law 108 | 
of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a hearing held on 
February 5th, 1957. 


The Appeal Committee heard an appeal against the 
Decision of the Disciplinary Committee of the Council 
of the Institute upon a formal complaint preferred 
by the Investigation Committee of the Council to the 
Disciplinary Committee that Clifford Pollard, a.c.a., 
of Mill Hill, London, NW7, had been guilty of acts or 
defaults discreditable to a member of the Institute 
within the meaning of Clause 21, sub-clause (3) of the 
supplemental Royal Charter in that (a) he failed to 
take any action in response to repeated requests made 
to him by a client during 1956 on the subject of the 
client's income tax affairs, and (5) he failed to reply or 
take any action in response to two letters addressed to 
him by the Secretary of the Institute, so as to render 
himself liable to exclusion or suspension from member- 


ship of the Institute. The Committee affirmed the 

Finding of the Disciplinary Committee that the 

formal complaint against Clifford Pollard, a.c.a., had 

been proved under both headings and the Committee 

affirmed the Decision of the Disciplinary Committee 

that Clifford Pollard, a.c.a., of 35 Page Street, Mill Hill, 

London, NW7, be excluded from membership of the . 
Institute. 


[We are asked to state that Mr Clifford Pollard, B.COM., 
F.C.A. of Messrs C. Pollard & Co, Williams Deacon's 
Bank Chambers, 2 The Downs, Altrincham, Cheshire, 
has no connection with Mr Clifford Pollard, of 35 
Page Street, Mill Hill, London, NW7. — Editor]. 
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MEMBERS’ LIBRARY 


The HANE reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


The A.B.C. of the Foreign Exchanges; by N. Crump. 
12th edition. 1956. (Macmillan, 16s.) 

Companies Act, 1934; as amended, 1952. (Canada). 1952. 

The Control Centre for an International Business: a Study 
of the Factors relevant to the Location of its Headquarters; 
by Lord Heyworth. (Stamp Memorial Lecture.) 1956. 
(Athlone Press, 35.) 

Economics for Students: 14th edition; by L. T. Little. 1956. 
(Jordan, 18s 6d.) 

How to Control Production Ce by P. Carroll. New York. 
1953. (McGraw-Hill, 37s 6d.) 

How to Form a Private Company; by S. Borrie: 25th 
edition. 1956. (Jordan, Ar 6d.) 

Income Tax on Landed Property; by N. E. Mustoe: 3rd 
edition. 1956. (Estates Gazette, 40s 

The Law of Restrictive 'l'rade A and Monopolies; 
by R. O. Wilberforce, A. Campbell and others. 1957. 
(Sweet & Maxwell, 845.) 

Local Authority Borrowing; by N. Doodson, R. H. A. 
Chisholm, and others. 1957. (Presented.) 


Management Accounting for Agriculture; by S. V. P. 
Cornwell, F.C.A. 1957. (Gee, 203.) 
The Nature of Management; by H. R. Light: and edition. 


1957. (Pitman, 12s 6d.) 
A New Check Journal... and practical system of book- 
keeping . . . 11th edition; by G. Jackson. 1862. 


Paterson's EE Acts; by J. Paterson: 65th edition; 
by F. M. Smith. 1957. (Butterworth, 653.) 


Pension Scheme Precedents; by W. Phillips. 1957. (Sweet 


& Maxwell, 845. 

The Principles of Company Law; by O. Griffiths and E. M. 
Taylor, F.C.A.: 6th edition. 1956. (Textbooks, 20s.) 

Spicer & Pegler’s Income Tax and Profits Tax; by E. E. 
Spicer, F.c.a., and E. C. Pegler,¥r.c.a.: 2and edition by 
M A RT. Wilson, F.C.A. 1956. (HL F.L., ao) 

Summary of Statutory and other requirements in the 

production of annual accounts of companies: 3rd edition. 

1956. (Gee, 7s 6d.) 

Trial by Jury; by Sir P. Devlin. 1956. (Stevens, 157.) 


Notes and Notices 


PERSONAL 


Messrs A. W. Gray & BUTLER, Chartered Account- 
ants, regret to announce that their premises at 
Alexandra House, Tain, Ross-shire, were completely 
destroyed by fire on January 28th and that they are 
now using temporary accommodation in the County 
Buildings, Tain, Ross-shire. 

Mn P. G. HESLOP, F.C.4., announces that, having 
resigned from partnership in the firm of Messrs RIDLEY, 
HzsLoP & Garen, Chartered Accountants, of London, 
he has started in practice on his own account under the 
style of. P. G. HesLor & Co, at 73 Basinghall Street, 
London, EC2. 

Messrs HENRY CHAPMAN, SoN & Co, of Barrington 
Street, South Shields, regret to announce the death on 
February 13th of their partner, Mr Tuomas HATELY, 
F.S.A.A., who had been associated with the Bran for 
forty-eight years. 


LONDON AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 
DINNER AND DANCE 
The London and District Society of Chartered 
Accountants held a dinner and dance at The Park Lane 
Hotel, London, on Friday, February rech Mr E. 
Kenneth Wright, M.A., F.C.A., Vice-Chairman of the 
Society, presided, and with Mrs Wright, Mr A. S. H.. 
Dicker, M.B.E., F.C.A., President of the Institute, and 
Mrs Dicker, received the members and guests. 
There were no speeches and dancing continued 
until one o’clock. 


PROFESSIONAL NOTES 


Mr H. F. R. Catherwood, M.A., A.C.A., has been 
appointed a director of Richard Costain Ltd; Mr J. B. 
Parrett, A.A.C.C.A., has succeeded Mr Catherwood as 
secretary of the company. 

Mr Patrick Edge-Partington, A.C.A., A.S.A.A., has 
been appointed to the board of Quicktho (1928) Ltd. 

Mr G. L. C. Touche, B.A., F.C.A., has been appointed 
a director of the National Mutual Life Assurance 


Society. 
OBITUARY 
ALEXANDER BAILLIE BARRIE, C.B.E., M.A., C.A. 


. We have learned with regret of the sudden death on 


February 14th of Mr Alexander Baillie Barrie, C.B.E., 
M.A., C.A., a partner in the firm of McClelland Ker & 
Co, Chartered Accountants, of Glasgow and London. 
Mr Barrie, who was 50 years of age, was educated 
at Dundee High School and St Andrews University. 
Qualifying as a chartered accountant with Mackay, 
Irons & Co, Dundee, he joined the staff of the London 
office of McClelland Ker & Co, and, in 1937, was made 
a partner. From r940 to 1945 he was Controller of 
Raw Materials Accountancy in the Ministry of Supply. 
Returning to professional practice after the war, he 
became advisory accountant to the Raw Materials 
Department of the Board of Trade. He received the 
honour of C.B.E. in 1949 and, at the time of his death, 
was Chairman of the Development Areas Treasury 
Advisory Committee. 
Mr Barrie’s private interests included golf and 
book-collecting and he was a trustee. of the Glynde- 
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bourne Arts Trust. His early death will be deeply 
deplored by a wide circle of friends and business 
associates. 


SUSSEX CHARTERED ACCOUNTANT 

l STUDENTS’ SOCIETY 
At the annual meeting of the Sussex Chartered 
Accountant Students’ Society held on February oth at 
the Royal Pavilion, Brighton, the following officers 
were elected for 1957: 

President: Mr C. R. P. Goodwin, F.C.A., F.I.ARB. 

Chairman: Mr A G. J. Horton-Stephens, F.c.A. 

m Secretary: Mr T. T. Nash, A.C.4., 33 Lawrence Road, 

ove, 3. 
hamnen d the Hastings Branch: Mr G. W. Davies, F.C.A. 
Hon. Secretary of the Hastings Branch: Mr H. V. Bradley, 
8 Wellington Square, Hastings. 

. A comprehensive programme is being arranged for 
1957, commencing with lectures to be held at the Royal 
Pavilion each Saturday morning until April 6th, 
a dinner-lecture meeting in Brighton on March 14th, 
and an all-day lecture meeting in Ashford, Kent, on 
March 27th. A separate series of lectures is conducted 
by the Hastings Branch, at Hastings. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY. OF LONDON 
During the whole of next week the Library and Study 
Room will be closed for transfer to Spencer House, 
South Place, EC2. They will reopen at the new 

address on Monday, March rth. 
"The following meetings will be held during next week: 
Monday: Visit to the Old Bailey (limited number). 

5. 3o p .m., at the Institute: Lecture on “The study of 
ET by Mr C. H. Kohler, F.c.4. Chairman: Mr E. 
Kenneth right, M.A., F.C.A. 

Tuesday, 7.30 pm, at Westcliff-on-Sea: Lecture on 
‘Costing’, by Mr R Glyn Williams, F.C.A.; F.T.1.1. 

Wednesday, 5.30 p.m., at the Institute: Mechanized 
accounting course introductory lecture by Mr Dudley W. 
Hooper, M.A., A.C.A, Chief Organizing Accountant, 
National Coal Board. 

5.30 p.m., at the Institute: Joint debate with the 
. Commonwealth Students’ Club on the motion "That the 
death penalty should be replaced by the life sentence in 
this country’. 

Thursday, 5.0 p.m., at the Institute: Meeting of newly- 
.qualified members. 

pieds 5.15 p.m., at the Institute: Introducto 
lectures on (1) “Taxable income’, by Mr J. Kennedy 
` Melling, A.C.A., ATLL, F.R.ECON.8., and (2) ‘The law 
ofa ents and damages', by Mr A. C. Staples. 

Saturday, I0.15 a.m., at Luton: Lectures on ‘Costing in 
large scale industry’ and ‘Financial budgeting in industry’, 
by Mr K. Mitchell, a.c.w.a. 


INSTITUTE OF ACTUARIES . 
An ordinary general meeting of the Institute of 
Actuaries will be held in Staple Inn Hall, next Monday, 
February 25th, at 5 p.m., when a paper by Messrs 
J. L. Anderson, B.A., F.LA., F.F.A., and J. D. Binns, 
F..A., entitled “The actuarial management of a life 
office’ will be submitted. 
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INTERNATIONAL HOSPITAL 
FEDERATION 
The Tenth International Hospital Congress, organized 
by the International Hospital Federation, is to be held 
in Lisbon, from June 3rd~7th. 

The central theme of the Congress will be ‘Inter- 
national co-operation for hospital development (the 
hospital of the future)’. Plenary and study sessions 
will deal with the subject from the point of view of 
future needs and will endeavour to determine how 
hospitals throughout the world may prepare to meet 
these needs and deal with the increasing demands 
made upon them. Certain specific problems relating to 
hospital planning, administration and patient care will 
be discussed. 

An exhibition of some of the latest developments in 
the field of hospital equipment has also been arranged 
and social functions will include a Congress dinner, 
receptions, visits to hospitals and excursions. 

Further details of the Congress, which is not 
confined to members of the International Hospital 
Federation, may be obtained from Capt. J. E. Stone, 
C.B.E., M.C., F.8.A.A., Honorary Secretary and Treasurer, 
International Hospital Federation, 10 Old Jewry, 
London, EC2. 


SEVENTY-FIVE YEARS AGO 

From The Gecountant or FEBRUARY 25TH, 1882 

Extract from a leading article entitled 
BANKRUPTCY REFORM 

It has been announced that the Government do not 
intend to introduce their principal measures for the 
present session until the question of reform of the- 
procedure of the House of Commons has been dealt 
with. It is, therefore, improbable that Mr Chamber- 
lain will submit his Bankruptcy Bill to the House until 
after Easter. This delay may perhaps be of some 
benefit in giving Mr Chamberlain and his subordinates 
further time for considering their proposals before. 
giving them their final shape. We are quite satisfied 
that the gentlemen charged with the framing of'a. 
Government Bankruptcy Bill cannot yet have fully 
mastered all the details of this most difficult subject. 
The knowledge they have gained must necessarily be of 
a theoretical character, though, no doubt, they have 
availed themselves to some extent of the practical 
knowledge possessed by many of the old bankruptcy 
officials, and of outsiders as well. But what the public 
should guard against in dealing with this subject, is 
legislation of an experimental character. We have had 
twelve years’ experience of the working of the present 
system, and we know, or ought to know, what are the 
blots of that system, and how they may most readily be 
remedied without violent changes. If then a reason- 
able reform can be engrafted on that system which shali 
give to the public such satisfaction as is possible to 
give in the dealings with what in itself is essentially an 
unsatisfactory subject, surely all that can reasonably 
be expected of our legislature will have been obtained. 
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WHAT EVERY EMPLOYEE 
SHOULD KNOW . 


ILE.the soundness of the principle of distributing 
company financial information to employees is gradually 
coming to be generally recognized, the detailed problems 

of what to tell and how to tell it have not, as yet, been satis- 
factorily resolved. Conscious of the gap which exists between 
precept and practice, The British Institute of Management, by 
arrangement with the Board of Trade, began in 1953 an investi- 
gation with a view to examining and assessing present and potential 
ways of disseminating financial information and, also, to crystal- 
lizing the opinions of both management and workers as to the 
nature and extent of the disclosures, “bearing in mind the purposes 
which the giving of information fulfils’. The results of the investi- 
gation were published on Thursday in a booklet prepared under the 
guidance of a steering committee which contained representatives 
of The Association of Certified and Corporate Accountants, The 
British Institute of Management, The Institute of Cost and Works 
Accountants, The Institute of Personnel Management and the 
Stamp-Martin chair of accounting.! 

To obtain the necessary material, the organizers of the investi- 
gation used two methods of approach. One was to write to seventy- 
six companies who were thought to give financial information 
to their employees and to a random sample of 177 others, making 
253 in all. Of this total, ninety-three did not reply. Of the 160 - 
respondents, eighty-nine did, and seventy-one did not, give 
financial information to employees. All the companies which 
did so thought the practice worth while, although some of them 
were not satisfied with the means of presentation. The three 
principal media were the works or house magazine, the annual. 
report as circulated to shareholders and a special report designed 
for employees. In a large number of instances, the written word 
was reinforced by the spoken word at special meetings and 
conferences. ‘This practice ensured that any point of interest not 
covered in print could be subsequently clarified by discussion. 

The type of information supplied to employees by those 
companies taking part in the survey embraced the features familiar 
in reports to shareholders — comments on the balance sheet and 
profit and loss account and on movements in reserves, a sales 
£ analysis, a forecast of future trading prospects and a reference 
to the economic position of the industry concerned as a whole. 
It was noted that, for reasons referred to later, separate depart- 
1 Presenting Financial Information to Ente (British Institute of Manage- 
ment, London. 215 post free). 
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mental or individual factory results were rarely 
given, although this was the kind of disclosure 
which, when made, evoked ‘very great interest’. 
In general, also, comparatively little costing 
information was passed on to employees, although 
the Trades Union Congress, in a memorandum 
submitted to The British Institute of Manage- 
ment on the subject of the investigation, stressed 
that the communication of costing figures was 
as important in maintaining good industrial 
relations as was the provision of financial statistics. 

The other means of collecting data used by the 
organizers was case studies at seven companies 
where the reactions by employees to the infor- 
mation supplied to them by their managements 
were tested. A random sample of employees at 
each company was selected (about 5 per cent of 
'the total strength of the larger firms and from 
10 to 16 per cent in the case of the smaller 
concerns) and assembled in groups of twenty. 
After receiving explanations as to procedure, 
each individual was asked to complete a question- 
naire. Alternative answers were provided and 
-all each person had to do was to tick the ones he 
considered most appropriate to his own views. 
It was, indeed, so straightforward that only 
two persons out of the 831 tested did not under- 
stand and refused to complete the form. The 
general attitude to the questionnaire was 'one 
of stoic calm’, Only a minority at each company 
offered original comments although a few 
individuals took the opportunity to air irrelevant 
grievances. 

The summary and conclusions of the investi- 
gators, based on their surveys of managerial 
action and labour reaction, and on reports re- 
ceived of similar current practices in Europe 
and the United States, are given with painstaking 
thoroughness. Aa might have been expected, it 
was found that large public companies take the 
lead over smaller private concerns in giving 
information to their work-people. Employees, on 
the whole, like to receive financial news about 
the company for which they work, but they are 
definitely more interested in particulars about 
new developments and trade prospects and 
information regarding their own departments or 
factories than in what profits are being made 
and how they are being distributed. The desired 
details are not often forthcoming because of the 
use which competitors might make of them, but 
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the survey suggests that if this drawback could 
be overcome, the interest value of the infor-- 
mation in the eyes of employees would un- 
doubtedly be greatly increased. 

Two observations, one surprising and the other 
not, concern the ability of workers to absorb and 
retain facts relating to their company's progress. 
The surprising one is that senior members of the 
staffs of the companies where the case studies 
were carried out, do not show an appreciably 
better understanding of their company's affairs 
than do the average workman. The other is- 
that more than a little learning at a time is a 
dangerous thing. Much of the information 
given to the work-people appears to be too con- 
centrated and, therefore, confusing. A few simple 
facts, well illustrated and related if possible to 
the employees’ personal interests, should be 
regarded as the maximum intake which a single 
article or talk is likely to achieve. 

Before any company decides to provide a 
news service for its employees, reassuring answers 
to the following two questions should be ob- 
tained: What conditions must be satisfied before. 
the information is given? and, What good accrües. 
from giving it? As regards the first, the foremost 
condition 1s that neither the E interests 
nor those of anyone connected with it are pre- 
judiced by the publication of the information. 
Also, it should be verified that the largest possible 
number of employees are interested in and capable 
of appreciating and benefiting from -the infor- 
mation provided. 

The answers to the second RES What 
good accrues from giving the information? — are, 
according to the companies which contributed to 
the survey, that it helps to link the employees' 
interests with those of the company; that it helps 
towards a clearer understanding of company 
affairs and economic problems generally; that it 
puts an end to rumours and wrong conceptions; 
and, lastly, that it improves the standard of work- 
manship. The organizers of the survey identify 
themselves in particular with the first of these 
answers which they regard as an integral part 
of the wider idea of joint consultation between’ 
management and work-people. All four answers 
are commendable, however, if for no other 
reason than that they help to promote loyalty 
and knowledge —two qualities QUEDAR to 
the well-being of industry. 
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CUSTOMS AND EXCISE. REPORT 


HE forty-seventh annual report of the 
Commissioners of Customs and Excise, 
covering the year ended March 31st, 1956}, 

is in fact the hundredth report relating to customs 

and the ninety-ninth report relating to excise. 

The two branches were amalgamated in 1909. 

The report states that the high level of con- 
sumer demand which had developed during the 

‘two previous financial years continued in 1956, 

despite the measures taken in February 1955 of 

increasing the Bank rate and renewing restrictions 
on hire-purchase. These restrictions were tight- 
ened in July 1955, when credit restrictions also 
were imposed. Purchase tax was extended by the 
second Budget in October 1955; in February 

1956 hire-purchase was further restricted, the 

Bank rate went up to 54 per cent, and food 

subsidies were reduced. Nevertheless, the high 

level of consumer expenditure throughout the 
year was reflected in the buoyancy of the revenue. 

Pointers to the high standard of living enjoyed 
in this country include the £77 million increase 
in purchase tax—particularly from cars and 
durable consumer goods - the £17 million increase 
in petrol duties, and the £19 million increase 
in tobacco tax. The consumption of whisky rose 
by half a million proof gallons, and that of gin 


by a similar amount. Even beer, the consumption 


of which had been declining in previous years, 
produced an increase in revenue of £74 million, 
the consumption being 25°27 million bulk barrels, 
‘against 24°65 million in the previous year. Per- 
haps an even more significant indication of high 
living standards is the increase in the con- 
sumption of light table wines by over half a 
million gallons. It seems that the unusually fine 
summer of 1955 sent up the consumption of 
beer and reversed the decline which had set 
in during recent years. The measured popularity 
of bottled beer was maintained. The number 
of registered clubs in England and Scotland 
increased from 22,567 to 22,736 and the net 
receipts from club duty rose from £855,756 
to £895,478. The duty is 3d per £ of purchases 
of intoxicating liquour by registered clubs, which 
gives an indication of the amount of consumption 
in such clubs. 

! Cmnd. 69. H.M.S.O, 7s 6d net. 


Pool betting duty showed a decline from a 
little over, to a little under, £27 million. The 
amount staked on football pools over the year 
was nearly {69 million, and on greyhound 
racing totalisators over £59 million. The revenue 
from bookmakers’ licence duties, which is 
intended to countervail that from greyhound 
totalisators, was only {1°65 million, the total 
licences taken out being 150,273. Taking into. 
account horse-racing, the total betting bill of the 
population must be quite colossal. One interesting 
feature is the survival of such a large measure of 
betting even in the field where the stake money 
is subjected to a 30 per cent tax, and where 
consequently the actuarial value of an ‘investment’ 
must be far below its actual cost to the ‘investor’. 
It is unfortunate that the ad valorem tax cannot. 
be extended to betting through bookmakers; the 
licence duty seems to be very small in comparison 
with the pool betting duty. 


Purchase tax, like profits tax, first made its 
appearance as a purely temporary tax of an 
emergency nature. In 1955-56 it produced nearly 
£419 million and was exceeded only by the tobacco 
tax which accounted for over £668 million. 
Compared with these figures, some of the direct 
taxes which cause so much complaint seem to be 
quite small; examples are profits tax (£192 
million), surtax (£139 million) and death duties 
(£176 million). It has to be borne in mind that at 
the beginning of 1955—56 the tax on clothing and 
soft furnishings was reduced to a fraction of its 
former amount. 'T'he increase has been in respect 
of road vehicles and household goods, i.e. cars, 
cycles, domestic electric appliances, and radio 
and television sets. The yield from these sets 
rose from £33 million to nearly £44 million; the 
yield from road vehicles rose from {£96 million 
to £130 million. With such buoyant returns from 
these painless extractions, one wonders how the 
Government ever brought itself to impose the 
extraordinary excess profits levy, whose com- 
plexities were in inverse proportion to its yield. 
The way seems to be open to reduce the profits 
tax to a flat rate, as recommended by the Royal 
Commission, and to make up the difference with 
some slight increases in SES taxation here 
and there. ` l | 
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TRANSPORT CHARGES: 


THE NEW RAILWAY FREIGHT SCALES EXAMINED 
by C. R. SAVILLE SMITH, A.M.Inst.T., M.LT.A., A.LLA. 


N most industries the cost of transport is 

| a very significant factor and recent increases 

in rates and the proposed changes in railway 

freight charges are of great importance, as they 

can have considerable influence on selling prices 
and profits. - 

The position: regarding road goods charges is 
fairly clear, as the increases have been linked up 
directly: with the price increases in vehicle fuel 
and other items, such as tyres. The amount of 
increase. varies, the British Road Services raising 
their rates by 7$ per cent and the Road Haulage 
Association recommending its members to in- 
crease their rates by 1o per cent. The National 
Conference of Road "Transport Clearing Houses 
has also advised its members to operate an 
increase of 74 per cent. These increases must 
naturally affect costs and coupled with them is 
the question of transfer from road to rail as a 
result of fuel shortage. 

An entirely new system of railway goods 
charges is to be introduced on July ist next, 
and it is desirable that the principal features of 
the new scheme are appreciated. so that appro- 
priate alterations in transport arrangements can 
be made to avoid increases in costs. Ín order 
that proper comparisons can be made it is as 
well to recall some of the main factors affecting 
existing railway goods charges. 


The Present System of Rail Charges 

In theory, railway goods charges are at present 
based on the economic principle of 'charging 
what the traffic wil bear' which means, to a 
large extent, that the charges would be directly 
proportionate to: the value of the goods. In 
practice, however, this method of charging has 
had to be discarded to a considerable degree 
because of road competition. This has naturally 
been directed more particularly towards traffics 
capable of bearing a high cost of transport. 

The present system for normal goods charges 
is based on ‘classification’, set up under the 
Railways Act, 1921. This consists of twenty-one 
classes, of which class 1 is the cheapest and 
contains traílics of very low value, usually of a 
bulky character such as slag for road repairs. 
Class 21 -the most expensive — applies to very 
valuable articles, such as silver and gold. 

The lower or cheaper classes, 1 to 11, only 
apply to consignments of fairly heavy tonnage, 


e.g. classes 1 to 6 can only be applied to consign- 
ments of six tons or more, and whilst classes 
12 to 21 apply to consignments of any weight, 
it should be understood that in many instances 
the classification does impose further restrictions 
as to weight. To give an example, the classification 
for jam in glass jars, reads: l 
Preserves — Jam or Marmalade — | 
In plain common glass, or earthenware jars or 
bottles, in casks or cases — 


4. tons .. class 12 
2 33 * 9 * a 33 I4 
less than 2 tons .. ,, 16 


It will be readily appreciated that by an under- 
standing of these and similar factors, transport 
arrangements can be made so as to keep costs 
down to a minimum. | 

The items which, in addition to the classifi- 
cation of a commodity, determine the charge are 
weight and mileage. The mileage is fairly 
straightforward, although it operates ona" 
tapering principle and care must, therefore, be 
taken when setting up distribution arrangements 
which involve reforwarding. To appreciate how 
this tapering principle operates, it should be 
understood there is a charge per ton per mile for 
the first twenty miles or any part of such distance, 
a lower charge per ton per mile for the next 
thirty miles or any part of such distance, similarly 
an even lower charge for the next following fifty 
miles, and a further reduced charge per ton per 
mile for the remainder of the distance. This is a . 
factor which some firms have not borne in mind 
when instituting warehouse arrangements to link 
up with area sales organizations. À point which is 
important with regard to weight, is that with - 
consignments of 3 cwt. and under, a surcharge 
applies. Aa this has not been inconsiderable, it 
is a factor which must be taken into account. 

Before dealing with the new charging scheme 
there are one or two further features of the 
present system which should be recalled. It has 
already been mentioned that departures have 
been made from the broad structure of the fixed 
charges and this has been done by the quotation 
of exceptional rates. These rates are lower- 
often very considerably lower — than the ordinary 
rates, and it has been estimated that some 8o 
per cent. of all rail freight traffic is carried at 
exceptional rates. 
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In connection with private siding traffic, the 
. rates applied are normally the subject of individual 
negotiation. Broadly speaking, the amount of 
rebate allowed is the saving made by the railway 
in not having to perform such services as loading, 
unloading, sheeting and unsheeting. 

Generally, most traffics carried by rail are at 
the railway companies' risk, but in special cases 
goods can be sent at owner's risk. In such cases a 
percentage reduction is allowed from the ordinary 
rates ranging from 24 per cent (a) to 124 per cent 
(h). ‘Traffics to which owner's risk rates can be 
. applied are indicated in the classification by the 
insertion of the letter (a) to (k) after the class, 
e.g. furniture — wardrobes — 20e. 

Returned empties have enjoyed special rates, 


much lower than the ordinary, on the principle 


that they assist in allowing the full traffic to 
travel. Instead of the ordinary classification they 
are charged on the ‘Returned empties’ classi- 
fication. 


The New Railway Freight Rates 

The new railway freight rates were called for 
by the Transport Acts, 1947 and 1953, and are 
based on entirely different principles to the present 
rates. The scheme as prepared by the British 
Transport Commission has been the subject of a 
public inquiry and has caused much conflict of 
opinion. It has now been approved by the Trans- 
port Tribunal, but with certain very important 
amendments. A system of maximum charges is 
to be substituted for the present classifications 
and schedules, and on first sight many traders 
may feel alarmed at potential increases in costs. 

The 1953 Áct laid down that these maximum 
charges were to be fixed for all traffics, unless it 
was not reasonably practicable, or was un- 
desirable, to do so. In cases when such charges 
are not fixed, the Commission have been autho- 
rized to make reasonable charges. Any question 
as to whether a charge is reasonable or not, can 
be determined by the Transport Tribunal. The 
only traffics for which maximum charges will not 
be fixed are (i) goods carried in owner’s wagons, 
or (ii) any consignment weighing roo tons or more. 

The principles on which these charges are 
based are a maximum charge per ton for the 
first ten miles or any lesser distance, and a 
maximum charge per ton for every mile after 
ten miles. The charge is to vary with the weight 
and ‘loadability’ of a consignment. 


Loadability 
This new ‘loadability’ factor is one of.the most 
important items of the new system and is 
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defined. in the confirmation of the scheme as 
follows: 

* "oadability" means, in relation to any consign- 

ment, the greatest weight of goods identical in 

every way (save as to total weight) with the goods 
comprised in the consignment as tendered for 
carriage, which is reasonably capable of being 
loaded and safely carried in an open railway wagon 
with two axles capable of carrying a maximum 
load of ten tons and with a cubic capacity of 450 
cub feet, an internal length of 18 feet and an 
internal width of 7 feet 6 inches; provided that, in 
the case of a consignment containing an article or 
articles exceeding 18 feet in length the loadability 
thereof shall be deemed to be that applicable to 

a consignment containing a similar article or 

articles of a length not exceeding 18 feet.’ 

In order to appreciate how the new charges 
will work, it should be understood that whilst 
classification has been dispensed with, there are 
to be two sets of scales. The first is to apply to 
consignments of a special list of traffics in lots 
weighing 4 tons or more, when carried in bulk. 
This list is not of general interest, the types of 
traffic to which it applies being such as follows: 
ashes, cinders, slag, blocks, slabs and fencing of 
concrete or ferro-concrete, plain and solid. The 
other scale applies to all other consignments, for 
which there are maximum charges. 

As already mentioned, the present rates for 
private sidings are the subject of special negoti- 
ation, but in the draft scheme as outlined by the 


British Transport Commission there were to be 


no special rates for private siding traffic. The 
Transport Tribunal held a different view, how- 
ever, and have divided each scale into three 
sections, which cover (1) station to station traffic; 
(2) private siding to private siding traffic; (3) 
private siding to station or station to private 
siding traffic. 

The scales for ‘all other consignments’ are 
naturally of the greatest importance and these 
are divided into seven categories. The charge for 
any distance up to ten miles per ton varies with 
each category and each section of the scale, 
whilst the charge for the remainder of the distance 
per ton per mile varies with each category, but 
not with each section. ‘This can perhaps be best 
illustrated by the extracts from the scales shown 
on the following page. 

The categories refer to the loadability and 
weight of the consignment, e.g. category I covers 
‘any consignment of goods being a consignment 
of a weight of ten tons or more, and having a 
loadability of ten tons’. Categories 2 to 6 apply 
in the same way, but with the substitution of 
8, 6, 4, 3 and 2 tons, respectively. 
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Private 
siding to 
- Private station or 
siding to station to 
Station —— private private 
to station ` siding siding 
Category I: . s d s d s d 
Any distance up 
to ten miles 
Der Ion .. 24.6 18 6 21 6 
Remainder of 
distance per l 
ton per mile 2% 2% 21 
Category 4: 
Any distance up 
to ten miles 
per ton 48 o 35 © 41 6 
Remainder of 
distanee per l 
toù per mile 5 5 5 


The position with regard to category 7 isa 
little different; it covers all consignments not 
included in the other categories, but in some 
cases additional premiums are levied. These are 
Is and 2s 6d per consignment, the first applying 
to consignments exceeding 10 cwt. in weight, but 
not exceeding 1 ton, and the second to consign- 
ments not exceeding 10 cwt. in weight. 

It will be apparent that the major change is 
the replacing of classification, based largely on 
value, by a much more simple type of classifi- 
cation based on loadability, which is in effect 
the weight of a particular commodity which will 
load in a specific volume. This naturally raises 
questions of packing so that improvements can 
be made in the ratio of weight to volume. 

' The next factor which is being given additional 

importance is weight. Earlier in the article the 
effect of the weight of the consignment on classi- 
fication was illustrated, but it will be seen that in 
the new charges its importance has been greatly 
increased. Additionally, the premiums for small 
consignments have been altered and will apply 
much more widely. These are major factors and 
need close examination. In many cases it may be 
advisable to revise dispatching arrangements to 
avoid increases in costs. 

There are naturally many special aspects of the 
new charges but the position regarding owner's 
risk traffic and ‘returned empties’ should be 
understood. The British ‘Transport Commission 
will be able to offer owner’s risk rates if they wish, 
but there are te be no special cheap rates for 


returned empties, which will be charged accord- 


ing to their loadability. 


The charges on dock traffic are of considerable 
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importance. These are to be based, for goods going - 


to a dock, on the distance between the station or 
place where they: originated and the junction 
with the dock lines. Conversely, for goods 
coming from a dock, the distance will be that 
between the junction with the dock lines and the 


. station or place to which they are consigned. 


In other words, the junction with the dock lines 
is to be treated. as a private siding. A further 
factor in respect of dock traffic 1s that all docks, 
whether owned by the British Transport Com- 
mission or not, are to be treated in the same way. 


‘Part-lotting’.and ‘Splitting’ 
One aspect of dispatching arrangements to which 
many firms have paid great attention under the 
present system of railway goods charging is 
‘part-lotting’. This has often enabled them ‘to 
make very considerable economies. ‘Part-lotting’ 
is, in effect, having several single consignments 
charged as one, with the resultant benefits of 
lower classification and avoidance of ‘small 
parcels scale’ premiums. This facility is to be 
preserved under the new arrangements, as goods: 
handed to a station at different times during one 


l 


day are to be considered as having been tenderet ~ 


at one time, provided the first lot is accompanied 
by a consignment note containing particulars of 
the whole consignment. 

Also to be continued is the facility of ‘splitting’ 
-the forwarding of consignments to different 
consignees at the same destination — for which 
‘reasonable’ additional charges may be made. . 

The Commission is also able to make reason- 
able charges for such items as private siding 
terminal charges and miscellaneous facilities such 
as the provision of containers and demurrage. 


Passenger Train Traffic 


The position with regard to merchandise carried 
by passenger train or other similar service is 
that any new charges must not exceed the present 
standard charges. The existing low rates for 
empties will not apply, but any new rates must. 
not be more than the standard charges for 
ordinary goods. 


Finally, it must be stressed that the new 


scales are maximum charges, and most of the legal 
restrictions covering railway goods charges will 
be discontinued when they are introduced. The 
Commission will therefore have much greater 
freedom to negotiate rates. Successful negotiations 
are more likely to be achieved by consignors 
where there is a full understanding of the basis. 
of the new charges, 
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Weekly Notes 


Wages by Cheque Rejected 

As reported on page 254, the Minister of Labour, 
Mr Macleod, has decided that in present circum- 
stances he will not proceed with legislation to enable 
wages to be paid by cheque. The present prohibition 
has arisen rather accidentally than otherwise, for 
payment by cheque is permissible if there is a bank- 
note-issuing bank within fifteen miles. The fact that 
for quite unrelated reasons the banks other than the 
Bank of England have lost their power to issue notes 
has been allowed to impose a prohibition where 
none existed. Of course the supporters of the status 
quo are always in a strong position. Imagine the 
reaction to a suggestion that if wage earners must be 
paid in cash, shareholders should be obliged to 
receive their dividends in the same form. 


More Pre-Budget Advice 


- In its recommendations to the Chancellor of the 
Exchequer on. his coming Budget, the Institute of 
Taxation puts firét an increase in the earned income 
relief, both as a fraction and in the range of income; 
the fraction decreasing for the higher slices of 
income. It also recommends the raising of the surtax 
—exemption limit to £3,000, but perhaps states the 
case a little too high in saying that the cream of the 
pi generation are being driven abroad. Those 
members of that generation who prefer to throw in 
their lot with the old country may well take a different 
view. 

The memorandum stresses, the unsatisfactory 
nature of the present position as to surtax directions 
and profits tax on distributions. It argues that a 
direction should extend only to income which 
it is reasonable to distribute, and that profits tax 
should be at a flat rate. There are also recom- 
mendations on basis of assessment, the Sharkey v. 
Wernher principle, Schedule E expenses, the herd 
basis, Schedule B, incorrect returns, and some 
minor matters. - 


F.B.I. on Public Spending 


An economic report has been issued this week by the 
Federation of British Industries. It has been given 
the title of Britain's Economic Problems and Policies, 
and has been prepared by the F.B.I.'s Economic 
Policy Committee assisted by a group of industrial 
economists drawn from members of the Federation. 

Chronic balance of payments difficulties, says the 
report, reflect the collective decision of the com- 
munity to consume more than it has produced. Per- 
sistent inflation since the war is a sign of potential 
demand outrunning supply. Certain remedies are 
suggested. These include a reduction in thé supply 
of money which will require more drastic funding 
of floating debt than in the past and larger voluntary 
savings, especially by small savers who might be 


encouraged to buy shares, As might be expected, 


the F.B.I. favours a reduction and redistribution 


of the tax burden as a means of providing incentives. 
Emphasis is placed on increasing exports and in- 
vestment in home industry. In consequence, invest- 
ment allowances and a relaxation of the 'credit 
squeeze’ in the narrow sense should be made as soon 
as final decisions to reduce public expenditure have 
been reached. In the last two years, increased stability 
in the economy has been achieved by putting a brake 
on the pace of investment. 

Clearly the critical issue is whether a stimulus 


should be given to industrial investment before 


economies are made in public expenditure. It is to 
be noticed that the Federation is definitely against 
waiting for public expenditure.cuts to work them- 
selves out in reduced tension on the nation's economic 
resources before allowing private investment to 
increase. Although the report 1s careful to say that no 
increases in investment should be encouraged before 
public expenditure economies are finalized, it would 
have the stimulus applied as soon as finality of 
decision is reached. In other words, it sees greater 
danger in too-long adherence to a policy of deflation 
(which might mean stagnation) than a slightly in- 
creased danger of inflation if private investment ad- 
vances more quickly than public expenditure declines. 


Monopoly Report on Heavy Electrical 
Machinery 


One of the most famous price rings has now been the 
subject of a report from the Monopolies and Restric- 
tive Trade Practices Commission. The Commission 
has issued its findings on the manufacturers of heavy 
electrical machinery. The report criticizes the com- 
mon price system used in the industry and says 
that other arrangements such as compensation of 
unsuccessful tenderers and provision in certain 
circumstances for differential prices, discounts and 
rebates would' operate against the public interest in 
the absence of a common price system. It considers 
that these arrangements should be terminated. — ^ 

The Commission considers that a number - of 
restrictive "agreements are operated by United 
Kingdom companies, by trade groups or, in certain 
instances, under arrangements made by the Inter- 
national Electrical Association to which British and 
certain foreign companies belong. The groups are 
administratively associated with the British Electrical 
and Allied Manufacturers’ Associat on although they 


‘are distinct entities from it. The Commission recog- 


nizes that a common price system has not prevented 
expansion and technical progress in.the industry, but 
it doés not think that the system as operated is 
responsible for these- advances. The special position 
of the Central Electricity Authority, which is- the 
largest purchaser of, for example, turbo-alternators 
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in this country, and that of Metropolitan-Vickers and 
British Thomson-Houston has been examined. The 
last two are subsidiaries of Associated Electrical 
Industries and together supply nearly half of the 
Authority’s requirements. The Commission does not 
find anything adverse to the public interest in the 
special relationship of these three organizations. 

The manufacturers have said that the industry will 
welcome the opportunity of proving conclusively 
before the Restrictive Practices Court that its prac- 
tices are in the national interest. So far as export price 
arrangements are concerned, under the new Act 
action can be taken by the Board of Trade without 
reference to the new Court. 


Automation and the Banks 


A full technical description of the application of 
automation to the banking system has been sent to the 
electronics and office equipment industries this week 
following a decision by the Committee of London 
Clearing Bankers to recommend automation in 


The scheme would take about two years to start to 
come into operation. Changes in banking documents 
and procedures, as well as developments in new kinds 
of electronic printing and sorting equipment in this 
country will be involved. One of the critical decisions 
for the banks will be to decide whether the automation 
unit, with its expensive high-speed equipment, is to 
be in the branch or the regional office. The first inti- 
mation which the public will have that the system is 
going into operation, if and when it does, will be 
modifications in the appearance of cheques, which 
will have to be adapted in certain matters of coding 
and ciphers, to electronic methods. 


Eire's National Income 

The national income of Eire went up from £444 
million in 1954 to £459 million in 1955, an increase 
of 4 per cent. This compared with an increase of just 
over I per cent in 1954 and of nearly g per cent in 
1953. A feature of the growth of the Irish national 
income is, indeed, its irregularity. This would be 
expected in a country which is so dependent upon 
agriculture and hence upon vagaries of climate and 
price changes. The Republic is now dependent to the 
extent of 31 per cent on agriculture for its annual 
income (the percentage being calculated before 
deductions for stock appreciation). This proportion 
has not varied much since the war but it is higher 
than pre-war. 

Between 1947 and 1955 agriculture, forestry and 
fishing increased their value in the national income 
from {91 million to £145 million. Much of the long- 
term upward trend has been accounted for by changes 
in the number of livestock on farms. 

Gross domestic capital formation continued to 
grow but the trend of foreign investment was less 
satisfactory. Net foreign investment by Eire has been 
a negative quantity ever since the war and in 1955 
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this figure of disinvestment was the highest since 1951. 
When constant prices. are. used to show the real 


change in the national income from year to year, it is 


apparent what an important influence changing 
agriculture prices have had on the Republic’s 
economic activity. Taking the base year at 1954, the 
gross national product increased by re per cent 
between 1954 and 1955, compared with 1 per cent in 
the previous-year and nearly 2 per cent in 1953. The 
real rate of expansion of Eire's national income is 
thus fairly slow. 


Canada: A Long-term View 


A Royal Commission which was appointed some 
eighteen months ago to survey economic trends in 
Canada between now and 1980 recently issued a 
preliminary report. A report of this kind is of wide 
interest in the United Kingdom for it suggests the 
likely pattern of economic activity in twenty years' 
time in a territory which is expanding industrially 
probably more quickly than any other in the world at 
the present time. l l 
The. Commission expects the gross national 
product to rise from $26 billion in 1955 to $76 billion 
in 1980, expressed in constant prices. This will be 
brought about by an increase in population from 
15:6 million to 26-7 million and an increase in output 
per man-hour of between 2-5 and 3:2 per cent a year... 
over the same period. The ratio of agricultural pro- 
duction to the gross national product is expected to 
drop severely from 13 to 6 per cent, while the ratio 
for the production of natural resource industries will 
go up from ro to 15 per cent. There is expected to 
be a slight increase in general manufacturing activity, 
while foreign trade is expected to decline in relative 
importance. The proportion of trade with the United 
States is expected to increase. The fastest growing 
industries are expected to be electrical equipment, 
electronics and chemicals. There may also be a 
more than average rate of expansion in iron and 
steel, machinery and oil refining. Such future de- ^ 
velopments depend very much on petroleum and 
natural gas. These are expected to supply over two- 
thirds of Canada's energy requirements by 1980, with 
nuclear energy probably supplying about 4 per cent. 
Large exports of oil and gas to the United States are 
expected, since Canada's costs of production and its 
development costs are lower than in the Union. 
By 1955 net foreign investment in Canada had 
reached ro per cent of total investment. This money 
has been used to finance large-scale projects with a 
big element of risk and the money has brought with . 
it considerable technical expertize and market con- 
nections. The Commission thinks that new mech- 
anisms are required for concentrating risk capital and 
for spreading those risks more widely so that domestic 
capital can be better mobilized and so reduce the 
dependence on imported capital. The Commission 
can even foresee Canada as a net exporter of capital 


by 1980. 


p 
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Finance and Commerce 


The heavy volume of new issue (era is holding 
general stock-market business in check but the tone 
remains reasonably firm. The gilt-edged section has 
shown a rallying tendency from the low levels reached 
shortly after the Bank rate change but the market is 
being subjected to a persistent flow of new issue 
operations, not all of which are successful. In the 
industrial share sections, new offers continue to 
dominate the situation and: this month's £40 million 


offer of capital in the Steel Company of Wales will | 


obviously absorb heavy funds. 


Radio Rentals 


It is not impossible that some of our readers may 
obtain their radio and television programmes 
through the services offered by Radio Rentals Ltd. 


In this week’s reprint they have the accounts and the. 


figures they have helped to produce — as customers: 

One point that stands out is the very substantial 
proportion of the trading profit that is charged to 
depreciation, as well it might be, of course, in such 
a business. It is an item of cost that many owners of 
television sets are coming up against and deciding 
that itis a liability they would rather pay someone else 
_to-carry. A growing percentage of the new rental 
business, says Mr P. Perring-Thoms, the chairman, 
is being done with members of the public who pre- 
viously owned a set and who require a replacement. 

The company itself has put by for depreciation 
on radio and television sets, £1,466,000 from the 
trading profit of £2,695,593. While the greater part 
of this amount can be followed in the balance sheet, 
the application of the remainder, however, is not 
apparent. An explanatory note on this most important 
item would have been useful. 

lhere is an increase of nearly far Steg in 
radio and television séts for rental, all of which were 
made by the company's manufacturing subsidiary, 
Mains Radio Gramophones Ltd. 


Difficult Year 


The year under review was one of Ge? most difficult 
the company has had to meet. There was an increase 
in purchase tax in October 1955. followed by a 
tightening of the ‘credit squeeze’. Trading was 
adjusted to make the best of the new circumstances 
but then followed ‘the next obstacle to planned 
progress’, the Control Order of February 1956, 
requiring that nine months’ rental for any radio or 
television must be paid in advance of installation. 
That control, says the chairman, was the most 
serious legislative restriction in peacetime that has 
ever affected the group and but for this, the results, 
he is convinced, would have been materially better. 

"Ihe impact of the Order was particularly heavy 
on the radio renting side and the decrease in the 
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number of subscribers renting radio sets was un- 
paralleled in the history of the business. People 
turned from renting to buying and the proportion 


_ of sales to rentals increased materially. 


In television rental, however, conditions proved 


' less difficult and the chairman’s opinion is that the 


reason why television has been less seriously affected 
is due to its being a very new industry and also 
because as yet the complicated business of the dis- 
posal of re-hire sets does not arise to the degree that 
it does in radio renting. 


Steel Companies 


Shareholders in the steel companies should study 
the annual statements by the chairmen of these 
companies. It will help them to realize the trust that 
was placed in their hands when the steel industry 
was handed back to private enterprise in 1955. Very 
naturally, as investors of capital, their concern is 
with dividends, but the companies themselves are 
charged with the duty of modernizing and expanding 
the country’s steel production capacity. And that is 
proving an expensive business. 

Sir Andrew McCance, chairman of Colvilles Ltd, 
told shareholders at the annual meeting that the 
company is now spending approximately £1 million 
a month on the development of the new blast furnace 
and steelworks at Ravenscraig and the unloading 
arrangements for ore ships at General Terminus on 
the Clyde. Expenditure is now at its peak and in 
due course should ease off as the work nears com- 
pletion. Up to the accounts to September 3oth last, 
nearly £114 million had been put into this national 
asset, 

To a great extent, the millions have been provided 
by the Iron and Steel Holding and Realization 
Agency, the official body created to arrange the 
industry’s denationalization. Since balance sheet date, 
the Agency has taken up £3 million in preference 
capital and in 1957 will be paying up. the balance of 
£9 million in debenture capital. 

“Shareholders themselves, however, have their 
obligations and the company is placing £14 million 
to capital reserve. 


Money. Market 


After the previous week’s attempted stand against 
lower rates, the discount market raised its Treasury 
bill bid by od to £98 19s 3d on February 22nd. The 
result was that the market obtained 30 per cent of 
the £200 million of bills offered. ‘The average rate 
was {£4 25 11:49d per cent against £4 5s 6-o4d per 
cent previously. Outside competition was again keen 
and applications totalled £407,335,000. This week 
there is a fresh increase in the offer, the pu being 
lifted to £220 million. 
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THE PROPOSED INTEGRATION SCHEME | 
SPECIAL MEETING OF MEMBERS OF THE INSTITUTE 


Verbatim Report of the Discussion 


We continue the report, commenced in our last issue, 
of the special meeting of members of The Institute 
of Chartered Accountants in England and Wales, held 
in The Royal Festival Hall, London, on Tuesday, 
February 19th, to consider the proposed scheme of 
integration of The Society of Incorporated Account- 
ants with the Institute. 

The meeting was presided over by Mr A. S. H. 
Dicker, M.B.E., F.C.A., President of the Institute, who 
formally moved the resolution submitted to the meeting 
which was seconded by Mr W. H. Lawson, C.B.E., 
B.A., F.C.A., the Vice-President. 

The President's introductory remarks, the resolution 
and the Vice-President's address appeared in last 
week's issue. 

At the conclusion of the Vice-President's speech, 
the President said: Thank you, Mr Vice-President, very 
much for that very clear and informative statement, 
which Í am sure has helped a great deal. Ladies and 
gentlemen, as you have gathered from the Vice- 
President, we hope that you can deal with this docu- 
ment as it stands on a straight issue so that we may 
have a clear vote ‘yes’ or ‘no’ at the end of the meeting. 
The meeting is now open for general discussion. 


DISCUSSION 


Mr F. M. Gilliat, F.C.A. (Manchester): I am in 
practice and come from Manchester. We were not 
surprised when we learned in Manchester that there 
was some difference of opinion in the Council. This 
question has been the subject of debate at different 
times over a period of well over half a century, and 
there were always differences of opinion. It would 
have been little short of a miracle, therefore, if the 
Council had all been of one mind. However, they are 
not; yet the memorandum makes no mention of any 
divergence of views and appears to be intended to 
give the impression that it is a unanimous memo- 
randum. This I find somewhat disturbing. We may, 
of course, be told that no pronouncement or recom- 
mendation of the Council has ever indicated there 
were any differences of opinion, although there must 
have been some. But there is a great difference be- 
tween those things and this one. When the Council 
has published other pronouncements it has been the 
final arbiter to which various committees reported. 
It has been well aware of any divergences of views in 
those committees, and has no doubt given due weight 
to them before finally deciding on the final text of the 
document to be issued which then became a Council 
document as representing the views of the Institute. 
That has always worked well whether we agree with 
all the Council's recommendations or not. We willingly 
accept them and I think we are all proud of the way 
the Council has done its work. Ín this case, however, 


we, the members of the Institute, are the. final arbiters : 


and the Council is itself in the position.of a committee 
reporting to those who have appointed it. Surely this 


report should have set out the views of the opposing 
minority as well as the views of the supporting majority? 
(Applause.) How else con we, the members, obtain a 
true and fair view of the advantages and disadvantages 
of this scheme? It is not too late, however, and I there- 
fore appeal to you, Mr President, and to your colleagues 
on the Council to allow the dissenting minority to pre- 
pare a brief memorandum setting out their reasons for 
opposing this scheme and that that memorandum 
should be circulated to all members before the postal 
vote is taken. (Applause.) Only the members of the 
Council know the full facts and probable effects of the 
scheme. They have been considering it for about two 
years. The members only heard it for the first time two 
months ago. If the arguments in favour of the scheme 
are well-founded they will gain in strength from 
opposition. But if informed opposition is to be stifled 
the whole memorandum is bound to become suspect. 
After two years of deliberation we may be sure that 
the best possible case in support of the scheme has 
been made out, so the advantages mentioned in 
the memorandum are the maximum benefits we can 
expect. There are really only three, and they are set 
out in paragraphs 14, 15 and 16. We are told this 
scheme is only the first step to the goal of integration 
of the profession, but the title is not defined and it has 
been much misinterpreted. It cannot be too strongly 
emphasized that this is not a closed profession because 
that is a goal which can never be achieved. If the present 
scheme can be taken as a blueprint for the further 
steps contemplated the logical conclusion is that 
integration of the profession means all accountants 
Chartered Accountants. I am somewhat puzzled as to 
how the process is going to remove confusion in the 
minds of the public, but the one idea that has driven 
into the minds of members of the public at all interested 
in us, is that a Chartered Accountant for some’ reason 


. or other is superior to any other kind. How any con- 


fusion there may be is to be removed by receiving recur- 
ring avalanches of non-Chartered Accountants into the 
Institute and their sudden transformation into Char- 
tered Accountants is not explained, yet its removal is 
claimed as one of the advantages of the scheme. 

The points raised in paragraphs 15 and 16 may be 
advantages in the future but both are debatable and 
depend on future events which cannot be forecast 
exactly. They may also depend on whether you believe 
an increase in quantity will necessarily produce an 
increase in quality. (Applause.) - 

It is the duty of each one of us to decide for our- 
selves how to vote. We must weigh carefully the prós- 
set out in the memorandum, also the cons which I 
trust we shall be allowed to read in a memorandum 
to be prepared-by the dissenting members of the 
Council. Those who feel the effect of the scheme will 
be to their direct benefit or detriment will no doubt 
vote accordingly, as they have every right to do. The 


greatest responsibility falls on. those of us who are 


settled in well-established practices or in good positions 
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; in industry to whom this scheme will make little or no 

^ difference; I am of that number, and so are all the mem- 
bers of the Council (laughter and. applause) and most 

` if not all-of the members of district society committees. 
But it is our duty to think of the younger members who 
have not yet obtained the position they had hoped for 
and the members practising in small towns or suburbs 
of large towns and their difficulties which their more 
fortunate brethren cannot comprehend. (Hear, hear.) 
They, of course, have their votes, but there is a further 
vitally interested section who have no votes —I refer 
to our articled clerks who entered into. their articles 
with the expectation of becoming members of the 
Institute as it is now. As they are travelling the same 
road that we have travelled let us think carefully before 
"running the risk of laying ourselves open to a charge of 
breach of trust. (Applause.) 


Mr G. N. Hunter, J.P., F.C.A. (Leeds): I am iu 


practice. As a Yorkshireman I am a bit loth to agree 
immediately with a Lancastrian but I do agree with al] 
that Mr Gilliat has said and I find myself as a Yorkshire- 
man and a Chartered Accountant under the double 
obligation to say exactly what I think, and I think the 
way this scheme has been put across is. indeed deplor- 
able. (Applause.) The opposition is far more influential 
than a glance at the correspondence columns of The 
Accountant would lead us to suppose and we are now 
told that the Council itself is not unanimous on this 
issue. It seems to me that those of us who form the rank 
„and Die of the profession are better able even than the 
mémbers of Council to judge whether this proposed 
alliance is likely to work out satisfactorily. There should 
be no question of our voting as a matter of loyalty to 
the Council, we must vote as a matter of loyalty to our 
own judgment based on our own experience. 

If an examination candidate had produced a report 
in which the arguments were as one-sided as in this 
memorandum and in which as little evidence was 
produced in support of the conclusions he would most 
certainly have failed. (Laughter and applause.) It has 
been claimed: again this afternoon that it is a step 
towards integration but we are still left without any 
definite clue as to what the next step is. Is it to be 

, integration with the Association and does that mean 
that, after all, training in industry is to be accepted as 
a qualification for the profession or does it mean the 
next step 1s integration with the Scottish Institute? 
If so, that should surely have preceded this suggestion. 
We can only assume that the Council have approached 
the Scottish Council and been rejected and that the 
Society have picked up the Institute like a rejected 
suitor on the rebound. 

It is suggested that it will eliminate some of the 
mixed firms but it may well be that if this scheme goes 
through there will be more cases of Chartered Account- 
ants in partnership with those who are not members 

„o£ the Institute than is the case at present. It all 
depends on how many members of the Institute and 
the Society are at present in partnership with those 
who are members of neither body. We all know of 

Incorporated Accountants who have. seen to it that 

their sons have qualified as Chartered Accountants, 
and we all know firms consisting of Incorporated and 

Chartered Accountants who have quietly become 

Chartered firms on the retirement of the last Incor- 

porated member. There is no reason why that natural 
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process should not continue, there i8 no reason why 


we should fall over backwards to expedite it. 

We are told that there is a lack of vacancies for 
suitable candidates who wish to become articled clerks 
in the offices of Chartered Accountants. 'l'hat may be 
true in one or two of the larger firms, particularly the 
London firms, but it is certainly not true up and down 
throughout the country. It 1s quite contrary to the 
evidence which has been accumulated during recent 
years by nearly all the District Societies. Besides, it is 
surely misleading to put this question of an increase 
in the number of articled clerks as an essential part 
of the scheme. (Applause.) It is an entirely separate 
matter and can be considered separately. Behind all 
this pamphleteering there is the rumour that if the 
profession does not do something about integration 
some Government will. Will a Conservative Govern- 
ment. bring about.an enforced amalgamation of our 
professional bodies? Not on your life. Will a Labour 
Government bring about what is tantamount to an 
enforced amalgamation of trade unions? Not on your 
life, and so committed would it be to the cause of 
freedom that no Liberal Government would ever 
dream of doing itl (Laughter and Applause.) - 

Mr President, I find the reasons advanced both in 
this pamphlet and this afternoon are hopelessly in- 
sufficient to justify our supporting this scheme; if this 
scheme is accepted it will mark the end of the finest 
chapters in the great record of the Institute in the 
service of the public. (Applause.) 


Mr G.-P. Stevens, M.P., F.C.A. (London): I am 
in practice. Let me say-that this proposed scheme for 
integration of the Society and the Institute has my full 
and complete support and I hope it goes through as 
rapidly as it decently may do.-(Applause.) When the 
cry goes up, ‘Is there a doctor in the house?’ we do not 
hear ‘Is-there a Chartered or Incorporated doctor in 
the house?’ We do not hear, ‘Is there a fellow of the 
International Association of Doctors in the house?’ 
Until we get one category of auditor as there is of 
doctor or solicitor, our profession will be unable to 
enjoy the same place in public esteem and admiration 
as the older professions enjoy. 

: Mr Gilliat asked what confusion there was in the 
public mind between the various types of accountant. 
Well, I commend to his notice the reports of debates 
in the House of Commons in the last four or five years 
on the Steel Denationalization Bill, various Bills con- 
nected with water boards, the recent Sugar Bill, all 
Bills in which auditors are concerned. I.ask him to 
read the speeches which have been made in the House 
of Commons in these debates and then come back 
and say that there is no confusion of thought as to 
what person is qualified to be an auditor and what 
person is qualified to be a company accountant. 

The unification of this profession is absolutely 
essential for the benefit of the members, and what 1s 
more important, for the benefit of the members of 
the public whom we are concerned to serve. (Applause.) 


. Mr P. Livingstone Armstrong, F.C.A. (London): 


I am in practice. As Mr Lawson has mentioned, this 
integration scheme will be judged by the standing of 
our members in the future, a much larger body than 
at present in which.quality will be vital. We are 


242 


entering an age in which. the demands on Chartered 
Accountants are growing steadily more onerous. This 
applies to members in industry and commerce as much 
as to members in public practice. I have not seen 
anything in this document which will confirm that 
point and I will ask you, Mr President, if you, on 
behalf of the Council, are prepared to give a categorical 
assurance in the interests of the public as well as our 
members that if the scheme is accepted, you will 
endeavour not merely to maintain the existing standards 
of integrity, knowledge and training of our members, 
but you will make a determined and sustained effort 
to raise these standards in the years ahead to make the 
qualification of Chartered Accountant still more 
widely respected. (Applause.) 


Mr E. G. Turner, M.C., F.C.A. (Manchester): 
I am in practice. Much of what J had intended to say 
has already been said and said extremely well by Mr 
Gilliat and a letter does appear in The Accountant of 
last Saturday over my name which sets out most of the 
points I. had intended to make today ~ Mr Gilliat has 
raised a great many of these. I would like to make this 
point, first of all, I am not in any way intending to 
impugn the integrity or ability of any of the members 
of the Incorporated Society for whom, as a body, T 
have the greatest respect, but all that this scheme will 
do, if it is adopted, is to bring within the Institute a 
great many men who for reasons peculiar to them- 
selves have been unable or unwilling to comply with 
one of the fundamental rules of this Institute, namely, 
that of service under articles or to qualify for exemption 
from its Preliminary examination. Service as an 
employee cannot replace the benefits that arise from 
the special relationship which exists between master 
and apprentice which is the essence of articled service. 
The requirements of the Society for exemption from 
its Preliminary examination and, indeed, for its require- 

ments for its Intermediate and Final examination are 
built up on what I might refer to as an instalment plan. 

]t is always easier to pg an examination by stages 
than to tackle it in one The Institute, by this 
scheme, will lower its SE, in these two important 
respects, and will depart to this extent from its tradi- 
tions, and if we depart from our standards on this 
occasion we shall establish a dangerous precedent for 
doing so and being asked to do so again. 

We speak loosely of there being categories of Char- 
tered Accountants, those in industry who have their 
special problems if this scheme is accepted and.those 
in practice. I would like to suggest that there are two 
categories of accountants in practice, those who are 
not at this moment under any agreement with an 
articled clerk. or his parent or guardian, and those 
of us who are, and I would like to dwell on this aspect 
of the problem. 

The Council has, so far as I can ascertain, taken 


no steps to advise or inform articled clerks or their 


parents or guardians of this scheme officially. It has 
ignored them completely, all that they know or have 
read about it is what is in the public Press and where 
principals have taken the trouble to inform them. 
At the very best, in my view, this is an omission which 
the Council will regret. 

Principals of articled clerks are no longer free agents 
in this. They have entered into a solemn contract to 
afford training in the art of accountancy to their 


THE 
ACCOUNTANT 


March 2nd, 1957 


articled clerks and those articled clerks, through their 
parents or guardians, had a free choice whether to put 
their sons or daughters under articles or training with 
Certified Accountants, Incorporated Accountants or 
Chartered Accountants. Some thousands have elected 
to put their children with us; they are entitled to expect 
that when the finished product comes through it will be 
full cream milk and not watered down by this dilution, 
because dilution it must be to some degree. I do suggest 
that those of us who have articled clerks are not free 
agents, we cannot in decency vote for the scheme to 
alter the status quo unless we have the consent of those 
parents or guardians, and articled clerks, if they are of 
age, before we vote, otherwise we are morally, and may 
be legally, committing a breach of contract. I do 
suggest to every member with a contract of articled ' 
service existing today that before he votes he must, 
in decency, consult the parents and see whether it is 
their wish that this agreement shall be modified in its 
essence to this extent. (Applause.) ` 


Mr C. A. Barber, R.D., F.C.A. (London): I am in 
practice. I would like to talk about articled clerks and 
perhaps here I am on the side of the angels, because 
like the Council I am not roo per cent convinced that 
service under articles is necessary before one becomes 
a Chartered Accountant. I believe that shortly there 
are going to be some 4,000 or 5,000 new Chartered 
Accountants who never served under articles. It may 
seem an odd way of looking at it, but the point I am 
really concerned about is what is, in fact, going to to a 
happen to all the youngsters who in the past have 
been bye-law candidates of the Society. It has enabled 
them to get a professional qualification nearly, if not 
quite, as good as our own. 'T'hat is to be stopped, unless 
they are able to take advantage of the increase in the 
number of articled clerks from two to four. To take 
articles, to become an articled clerk without payment 
of premium which we understand is now reduced to 
roughly one in seven, is not necessarily going to help 
a lot of these young people to get through the five 
years and more of their articles unless we as principals 
are prepared to pay them from the start what they are 
worth. I had hoped that the Vice-President in his 
remarks would have given us s more definite lead. 
than he has done on the question of remuneration of 
articled clerks. If a chap has to live it is no use giving 
him £2, £3 or £4 a week and saying ‘we are doing very 
well by you’. 

I believe if it goes out from this meeting that we are 
not very concerned about the future of young people 
of ability and character who cannot become Chartered 
Accountants because of lack of means, we are doing 
something which, in fact, is unnecessary. After all, the 
Society has got by very well for a large number of years 
and producing members which our Council is glad to 
welcome. So we cannot say that articles are a profes- 
sional necessity, they may be desirable in some ways,—, 
they are not necess 

I believe that politically if we do this we are being 
very short-sighted and I am in no doubt that socially 
we are doing something which is quite unworthy of a 
great institution such as ours. (Applause.) 


Mr David Steele, F.C.A. (Bradford): I am in 
practice. When you look at this document I think 
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one of the first things you should look for is the 
dividend — and I cannot find it. We are offered as a 
reward, for what we are asked to give up, a step 
towards unity. I would question whether unity is 
desirable if it involves levelling down. In any event, 
I do not think the scheme does bring unity because 
one of its main results will be that all second-grade 
clerks will now go to the Association, whose members 
will greatly increase. It goes without saying, I think, 
that in view of the proceedings so far this afternoon, 
it will do nothing to close the profession. 

We are also offered a suggestion that this will remove 
confusion in the minds of the public. Confusion there 
may be, but that this will remove it I find a most 
staggering suggestion. The present position has been 
"operating for many years, and the new proposals 
would involve for a period of fifty, perhaps sixty, yeara 
ahead these three categories of people. First there will 
be Incorporated Accountants, who are members of The 
Institute of Chartered Accountants, able to practice, 
displaying Institute certificates of membership, but not 
eligible to call themselves Chartered Accountants. 
The second class will be of people eligible to become 
Chartered Accountants, who, for sentimental or mer- 
cenary reasons, prefer not to apply but to continue as 
Incorporated Accountants responsible to no one. The 
third category will be fellows of the Society, becoming 
associates of the Institute and using the letters 
F.S.A.A. 

We are also offered the suggestion that this acheme 
will give increased authority for the Institute to speak 
_for the profession. In my view it will have increased 
"aüthority to speak for about half of a bisected profession. 

We are also offered the advancement of accountancy 
standards. I do not personally believe the Institute is 
missing the best boys because of the limit on the num- 
ber of pupils. Our experience in the north at least is 
that from the grammar schools an insufficient flow is 
available of suitable candidates and if careers mastera 
are not putting boys into accountancy that is another 
problem which this scheme does nothing to solve. In 
any event it is a matter which can be adjusted in the 
domestic councils of the Institute without this merger. 

We are also perhaps being asked to help the Society. 
Whilst one would naturally help a fellow professional 


body if it were in distress, we must not, in my view, . 


be so anxious not to be snobbish that we fall over back- 
wards to help the Society at the expense of our own 
members. Is its position really threatened? It hasn't 
lost members, its finances seem to be sound, there is no 
evidence to show what its position would be. If we are 
to do this awful thing because the Society threatens to 
do something that would be even worse for us, that 
would be wrong indeed. I do not think the Society 
would do anything so foolish as has been suggested. 
So far as the booklet is concerned, it seems there are 
many things it should have contained. We have heard 
more from Mr Lawson this afternoon, perhaps after a 
„certain amount of prodding from his visits to the north 
(applause), but in our view the points should have been 
there for all members to read and study for a consider- 
able interval of time and not presented to us now, at 
five-to-twelve. There should have been given an indi- 
cation of the reasons for which people sincerely hold 
contrary views and which are held, as we have had some 
evidence, in the highest quarters. There should have 
been consideration of possible alternatives. None so 
far has been made public; none has been offered to us. 
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It is entirely a question of take it or leave it. There 
should also have been an historical review of the past 
efforts at co-ordination — we had a brief sketch this 
afternoon, but it was far too brief ~ and of the reasons 
why objectives which we all agreed upon at those times 
could not be attained. There should also have been a 
political review of what 1s adjudged possible and what 
is not in relation to legal enforcement. What we have 
got are veiled threats and I cannot help feeling we are 
fencing with shadows. 

We are not told what the next step is to be if the 
scheme goes through. It seems to me fairly clear it 
must be to take in the Association if we are going to 
step towards a co-ordinated profession. We have 
abandoned one vital principle by admitting non- 
articled men and what is to stop us abandoning another 
one? All the same arguments which are used now will 
be used on that occasion. If the scheme does not go 
through then it seems clear the next matter to which 
the Council must turn its attention is to review all these 
various arguments and produce some further scheme. 
The position of the Institute in public estimation is 
unassailable as it is now. The addition of 10,000 mem- 
bers, with an alien qualification, a lower qualification ~ 
I think it is fair to generalize to that extent, the splitting 
of the Incorporated Final into two parts is enough 
justification for that— must mean a levelling down 
which is detrimental. 

I speak from a background of seventeen years' 
membership of the Institute, during ten of which I 
have served on several committees of the district 
society in Yorkshire — in deference to Sheffield and 
Hull, I had better say in Leeds and Bradford. We would 
have preferred, in fact the committee asked the Council 
to give out the dissenting views as Mr Gilliat suggested. 
That was done officially by the Leeds, Bradford and 
District Committee and was declined. At Leeds I asked 
Mr Lawson to advise the Council to withdraw and to - 
suspend the scheme for a reasonable interval for con- 
sideration. ‘You have had two years; we have had two 
months.' Both these requests have been declined and 
therefore regrettably one is obliged to speak to a straight 
negative. That could be detrimental, we don't know. 

We have not got the information, but on. the infor- 
mation we have, my vote will be against this scheme. 
(Applause.) | 


Mr T. E. Fitt, A.C.A. (London): I am a company 
deputy secretary. May I say a word on the articled clerk 
question? 'T'he reason given for these alterations is that 
there is a shortage of Chartered Accountants. This may 
be so, I do not know, but at present we are on the crest 
of the wave of full employment and there is a shortage 
of every type of office worker — typists and clerks — and 
there is a shortage of almost every kind of professional 
man. If there is a shortage then it is not a bad thing. 
There were not always a hundred vacancies advertised 
in The Accountant. Before the war there may have been 
a dozen vacancies and a hundred applicants for every 
job. This situation could quickly come about again and 
if we accept the principle of four articled clerks or more 
for every practising member, Chartered Accountants 
would be turned out like sausages from a machine. 
I think we should be selling our birthright for a mess 
of sausage. (Laughter and applause.) Remember that 
from 1939 to 1946 no new members were admitted 
and this is partly the reason for the shortage. 
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The Institute of Chartered Accountants is an 
honourable profession. We have a wonderful tradition 
to uphold, and if this resolution for integration is 
passed I consider it would be not for integration but 
the commencement of disintegration of our great 
and honourable profession. (Applause.) 


Mr E. A. Harris, F.C.A. (Bristol): I am in prac- 
tice. Having read much and heard much today, I am 
left with three questions to answer before I decide. The 
first question is: Will the scheme lead towards regis- 
tration of the profession? The answer is obviously and 
admittedly, No. Secondly: Am I afraid of any other 
body of accountants? Answer: Definitely no. Thirdly: 


Why should the Institute admit arbitrarily 7,000 new. 


members who have not passed the Institute examina- 
tion? Answer: I am still without a clue. (Laughter and 
applause. ES 


Mr V. B. G. Thursby-Pelham, A.C.A. (London): 
I am employed in the profession. Few would deny that 
unification of the accountancy profession has much to 
commend it; but are we confident that the Council 
alone and without prior consultation with the rank and 
file of the members have produced the best scheme? 
Are we sure that the scheme of unification before us 
cannot be bettered? Correspondence in the professional 
Press and- also remarks made at this meeting suggest 
there are members who are critical of the scheme itself 
a8 opposed to the principle of unification. 

I have a respect, almost an awe for the Council, 
as a younger member of the Institute. Undoubtedly 
they are eminent men who have reached the pinnacle 
of their profession and are mostly drawn from the 
great accountancy firms that have made the name of 
Chartered Accountants renowned the world over. But 
it is for this very reason that I suggest that the Council 
is neither democratic nor representative of the members. 
(Applause.) 

It must be recalled that almost half the members 
of the Institute have qualified since the war. Many 
operate in small firms. Still more are not in the pro- 
fession at all but are in commerce and industry. I 
suggest that the persons who are most going to be 
affected by this scheme are those who have qualified 
since the war, but they have not been consulted in the 
formulation of the scheme. We are told that it was a 
well-kept secret that this question of integration was 
being considered. In a matter so fundamental as 
integration I feel that the Council should have heard 
members through the medium of their district societies 
before drawing up the scheme. Only then, to my way 
of thinking, could the Council give the appropriate 
weight to the opinion of members. This matter can 
and should be rectified. It is not too late. 

I ask you to support the following resolution at this 
meeting: 

That this meeting, whilst it approves the principle of 
unification of the accountancy profession, considers that 

- the proposed Scheme of Integration with The Society 
of Incorporated Accountants is unacceptable in its 
present form, and the meeting resolves that the matter 

- be referred back to the Council for further consideration 
in the light of the views expressed by members of the 

Institute through the medium of their district societies. 

(Applause.) - 
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May 1 say one or two words on my own objections 
to the scheme? It proposes that you allow persons who 
have not served under articles to style themselves 
‘Chartered Accountants’; and also — and this is a point 
that must not be lost sight of — by.clause 6 it allows a 
new class of Incorporated Accountant to be admitted 
as an Associate after serving only three years in the 
office of a Society or Institute member. The Institute 
have always insisted on articles. It seems a contra- 


diction, therefore, that a large proportion of future. 
Chartered Accountants, if this scheme of integration, 


is adopted, should not have served under articles. 
The relationship. between principal -and articled 


clerk is quite distinct and separate from the relation. 


ship between employer. and employee. There is a 
special obligation on the part of the principal to teach 
his articled clerk or to provide the necessary experi- 
ence to become a proper Chartered Accountant. The 
Council may withhold permission from persons in 
practice employing articled clerks if their practice is 
unsuitable. Articled clerks have a right to demand 
special treatment, the attendance of lectures and society 
meetings and time for study. At the best an articled 
clerk may receive time off during office hours to study, 
possibly tuition from his principal or the principal's 
manager, ample time off before examinations. At the 
best a 'bye-law candidate’ can expect no better treat- 
ment than that afforded to the average Ge 
Accountant's articled clerk. 

At the worst, an articled clerk can expect the feat 
ment afforded to the average ‘bye-law candidate’, 
namely, the relationship between employer. —and 
employee but with certain latitude as to. time off for 
study. At the worst, a 'bye-law candidate’ may be 


merely a hack audit clerk in a quite unsuitable practice. 
with quite the wrong surroundings for the training of. 


the future Chartered Accountant. 

It has been said that personal objections to the 
scheme must be ignored, and that only the future of the 
profession should be considered. I give you the 
following thought. All of us go to make up the pro- 
fession. Each is part of the whole. If one suffers, the 
whole suffers to some degree. Again, each member 
18 a representative of his Institute. One indifferent 
Chartered Accountant could bring great harm to his 
fellow members. Are we satisfied that the high repu- 
tation of the Institute will be maintained. by.the rank 
and file of ‘bye-law candidates’? Many would not have 
been granted exemption from the Preliminary exami- 
nation of the Institute. As has been mentioned, they 
may sit their examinations in two parts. Many may 
have had totally inadequate training. 
` J have suggested at a previous meeting that 'bye- 
law candidates’ should be admitted as Incorporated 


Accountants to the Institute unless they have been in: 


practice for a suitable period or hold an executive 
finance position outside the profession. 

Another objection concerns the position of Society 
members who do not join the Institute. It seems there 
will be no disciplinary action that can be taken against 
them. You may disagree with my objections . . . 
(Applause.) I accept that — I have no alternative — but 
if you have any other objections to the provisions of 
the scheme, I ask you to consider favourably my 
resolution. If you came here to vote against the scheme, 
again the vote for this resolution provides for: the 
voicing of your views which hitherto may not have 
been heard by the Council. (4pplause.). 
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Mr V. M. Geduld, A.C.A. (London): I am in 
practice. I have no prepared speech, but I should like 
to speak on a number of points that occur to me at ran- 
dom. They are not intended to be related, but I do 
think they should be considered by this meeting. First, 
I submit that a meeting of this nature should have been 
called long before a scheme for any merger was drafted. 
Secondly, I should like to know whether the meeting 
has considered the advantages of the existence of 
separate bodies in the accountancy profession, as they 
might, among other things, tend to keep each other up 
to scratch. 

In consideration of this merger scheme the Council 
seem to me to have written off, far too easily, a great 
many of the interested minorities. I refer to municipally 
trained Incorporated Accountants; articled clerks; 
newly-qualified men; a rather pathetic minority who 
have failed the Final examination in one subject 
several times but who might quite easily have passed 
if they had taken it in two parts; last but not least, The 
Association of Certified and Corporate Accountants. 
Have the Council considered the possibility of amalga- 
mation between the Society and the Association, and 
did this possibility ever occur in the early stages of the 
consideration of this scheme? 

A final point, again my own opinion: I do not think 
the accountancy profession can really be compared with 
medicine and the law as regards administration or 
admission to membership. (Applause.) 


Mr C. J. Maples, F.C.A. (London): I am in prac- 
—üce. I am sorry to get on my feet, particularly in this 
succession, but Ido feel that this meeting is becoming 
pathetic. If the Council did not put forward the 
minority report they may have been seriously at fault 
but certainly they have reaped what they have sown. I 
attended the Brighton meeting and the London meet- 
ing, and the absence of really informed opposition, 
in my view, is the reason why we are liable to get 
ourselves into a ridiculous position and laughed at 
this afternoon. 

We cannot at this stage contemplate rejecting out 
of hand the work of the Council over two or three 
years. (Applause.) We cannot possibly hope to know a 
tithe of what they know and have considered. If we do 
not like the way they conduct themselves we have surely 
got other means than this, but I cannot stand here and 
hear nothing but opposition and feel that the Council 
have tied their own hands behind their back and are 
sitting at the table with a lot of perfectly good answers 
which for some inexplicable reason they are unable 
to throw back to the hall. I do ask you, gentlemen, to 
behave sensibly this afternoon. We cannot possibly go 
on in the way we have been going. (Applause.) 


Mr W. B. Tatlow, F.C.A. (Liandudno): I have 
been practising in North Wales now for nearer forty 
— than thirty years. When I first read this scheme, my 
intention was to oppose it. I spoke at considerable 
length at the Chester meeting, giving my views as to 
why it should be opposed. This afternoon I have been 
converted. (Applause.) 

My main reason for opposing this scheme was 
because I did not think it went far enough. I was afraid, 
‘that, having obtained integration, that would satisfy 
the. Gods sitting upon Olympus: becausé.you know 
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practically the whole of the Council, certainly the whole 
of the practising members of the Council, come from 
the large firms, and yet I suppose a very large majority 
of the practising members practise in small towns or 
in the suburbs of large towns and cities, and their 
problems I dare say are the same as mine. We would 
very much like to see Section 161 of the Companies 
Act extended to exempt private companies, but we are 


"very much more interested, are we not — and I speak to 


the men and women who are practising in suburbs and 
in small towns and rural and urban areas— in the 
private trader? - 

Unification of the profession has been talked about 
to my knowledge over the last forty years. I remember 
when I was a very young Chartered Accountant 
coming to a meeting held in London just after the 
first war, and something was said then by one of the 
London members of the Council: ‘I don't know 
whether you fellows in the provinces are worried very 
much about these Incorporated Accountants — of 
course it does not worry us.’ Then a few years after- 
wards I went to a meeting in Bristol and then they were 
treating the Incorporated Accountants as brothers, and 
the Certified Accountant was 'the nigger in the wood- 
pile’. Now they are-more or less inclined to look even 
at this gentleman with a shy and wooing look. 

I say to the Council that the time has come to grasp 
the nettle; to do what the dentists and the doctors did; 
that it should be just as impossible for a man to offer 
his services to the public as an accountant without 
qualification, as it is for:a doctor or a dentist or a 
solicitor. (Applause.) You cannot get the best things in 
life without making a sacrifice. The dentists had to make 
great sacrifices when ‘they let in all the — how shall I 
describe them — those people who just sort of yanked 
your teeth out with a sort of a pair of pliers. (Laughter.) 
They were very sorry to whitewash them but they are 
glad they are there. We need not, by taking in every 
practising accountant, call him a Chartered Account- 
ant, or an Incorporated Accountant, or a Certified 
Accountant, or any one of the other almost innumerable 
bodies of accountants. Every time I go out into 
the country I see plates with some peculiar letters 
on them, and I say, ‘What do those letters stand 
for? 3 

I am hoping that some day — maybe not in my time - 
there will be unification of the profession. We may 
have to take everybody in and put him on the Register 
to start with, but even if we have to do that we can 
then control him, and stop him touting and advertising, 
and doing the hundred. and one other things which 
annoy us. We can then close the door, and that in my 
opinion is the most important thing. I was told at 
Chester that if we try to get an Act of Parliament, the 
Civil Servants would beat us by bringing in all the ex- 
Inspectors of Taxes. I do not believe it. I am convinced 
that it would be reasonably possible to close the door 
and to close the profession. You have got to make the 
sacrifice of allowing people who are practising at 
present to continue to do so, but you can close the 
profession, and that is what is necessary, for the young- 
sters who are coming along, about whom we have 
heard so much this afternoon, and for the public. All 
that is really necessary is to make it impossible for any- 
body other than a man on the Register to deal with 
accounts with the taxation authorities. That will kill 
the man we do not want. 1 do not mind solicitors and 
banks doing what they are doing now. I, do not see why 
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they should (laughter) but we cannot prevent that. 
They have done it for years and if you want to prepare 
a will, well you can do it, but probably like most good 
Chartered Accountants, you think it is beneath your 
dignity to do it and I think the solicitors would fall in 
line. We could very easily, I think, if we make a sacrifice, 
get unification. 

My intention to vote against this scheme was, as I 
have already said, because I felt if this scheme went 
through, unification would be a stage farther off. We 
have an assurance from the Vice-President, from the 
‘father’ of the scheme, that that is not so. I am pre- 
pared to take his word. I appeal to everyone in this 
room, whatever their intentions may have been in the 
past, to say that any step towards unification is to the 
advantage of the profession — it may be only a timid 
first step, but if it would help the Council to get on 
with the bolder and more important step, for heaven's 
sake let us give them our support. (Applause.) 


Mr L. W. Robson, F.C.A. (London): I am in 
practice. I think Í ought to add that I am a member of 
the Council. This afternoon members of Council, 
l imagine, have deliberately sat back listening to 
the speeches that have been made in order that 
they might not be accused of endeavouring to 
influence unduly the members of this Institute in 
making up their minds individually, as our Vice- 
President appealed to us to do, on the merits of this 
particular case. But having listened to the string of 
opposition speeches, many of them containing con- 
siderable points of merit, which I assure you have 
already been very fully considered, and in view of the 
fact that a very full document was sent out by the 
Council, I feel it is a little unfair to say that individual 
members have not been placed in a position by the 
Council to study what is before you in an objective 
manner. 

Our Institute was founded in 1880 and we have a 
Past-President on the Council sitting on this platform, 
Sir Bernhard Binder, who, I imagine, was running 
around his parents garden in short pants at about the 
time that took place. That is just an indication of how 
young we arel You have been told that five individual 
bodies came together to form this Institute in 1880 and 
I imagine there were a considerable number of 
opponents, with strong affections for individual Insti- 
tutes or Societies, entirely opposed to the fusion of 
those five bodies. But we are all sitting here — and no 
man can repay what he gets from his profession — sit- 
ting here after seventy odd years of the history of this 
Institute to consider another move. 

À great many of the points that have been made have 
been made, if I may say so, from the point of view of 
self-interest. Will we, as practising accountants, or as 
accountants holding responsible offices in industry — 
individually be better or worse off if this step now 
envisaged takes place? I maintain, Mr President, that 
that is quite the wrong approach. One or two members 
have mentioned the public interest and we would be 
quite unworthy of the Institute if we did not put that 
in capital letters as the first question every individual 
Chartered Accountant must ask himself, 'Are we likely 
to serve the public better, moving towards an inte- 
grated body as has happened in the United States 
between the American Institute and the American 
Society only some twenty years ago? Are we likely to 
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move towards that goal by accepting this scheme, 
knowing that obviously inherent in any scheme there . 
would be elements of compromise? Is it sensible? Does 
it make sense? You have heard members play on points 
about differences in Council, but you had a statement 
made to you by your Vice-President, and by an over- 
whelming majority the Council. recommends - the 
scheme after two years’ study; and I maintain that the 
approach of Council in this matter is a reasonable 
one. I imagine we would be very surprised if on indi- 
vidual aspects of the scheme, one or two Council 
members — perhaps up to five out of forty-five — did 
not quite see eye to eye, but I might mention — and I 
address this to what I might term the ‘Manchester 
school’ (laughter) — that some of the strongest oppo- 
sition in Council has been because the scherne did not 
go far enough, the point made by the last speaker. 
(Note by Mr L. W. Robson. — I was giving my impression 
from memory. On further consideration the number five 
was an under-estimate, but this does not alter my 
point that the majority in favour was overwhelming.) I 
would hate to think that after individual members of 
Council have worked on this for something like two 
years that you felt misinformed on any point in regard 
to the scheme and I would just like to make this appeal 
to you: that you ask yourselves — as doubtless many 
members of the five bodies in 1880 asked themselves — 
Do you believe this is a step along the road to getting 
this great profession of ours put into order? Do you 
believe that? Do you believe it is in the public interest? 
and if you can say affirmatively that that is so, you must 
surely believe that it is in the interests of the younger 


accountant and the articled clerk who is coming along— 


we firmly believe to uphold the great traditions of our 
profession. (Applause.) 


Mr T. M. Rawcliffe, B.A.(Com.), A.C.A. (Lon- 
don): I am not in practice. After the last speaker I feel 
somewhat apprehensive in getting up and speaking to 
this great gathering, but a lot has been said about young 
accountants and I would just like to come forward as 
one young accountant and mention one or two ideas 
which I have jotted down at random. 

I think most of us would agree that it is a good thing 
to‘unify the profession and that there may be particular 
aspects of this scheme which we do not like. The 
scheme attempts to get into one body, that is T'he 
Institute of Chartered Accountants in. England and 
Wales, the majority of practising accountants in this 
country. If the scheme goes through that will in fact 
be achieved. 

A number of speakers earlier on suggested that there 
were some differences between Chartered and Incor- 
porated Accountants. In my view there is, taken 
broadly, no intrinsic difference between a man who 1s 
a Chartered Accountant and a man who is an Incor- 
porated Accountant. I feel that the standards main- 
tained by the Councils of both bodies are very high, 
and the examinations set by both bodies are high and 
on a level standard. There have been one or two 
suggestions that it may be easier to sit an examination 
in two stages, but that I think is immaterial. The main 
difference one could say there was between the Char- 
tered and the Incorporated Accountant is more the 
question of snob value, or label that goes to the par- 
ticular man and not of any intrinsic worth and that 
after this stheme, if it is approved, everybody will be 


March 2nd, 1957 


called a Chartered Accountant. You- will be getting 
people in fact of equal real training and.experience as 
ourselves who will come into the body and I do not 
think the public will suddenly say that the Chartered 
Accountants have by any means lowered their standards; 
in fact I think it might be suggested that the people 
who really oppose the scheme are opposing it on 
grounds of self-interest, that they have at the moment 
a slightly competitive advantage over a man or a firm 
called an Incorporated Accountant, and that they are 
reluctant to lose this advantage. 

If that is the case I think that is a very short-sighted 
view to take and one on which the younger people in 
particular ] think could look further ahead than that 
and support the scheme on its merits. 

If I could make one final point, and that is that if 
nearly all the practising accountants are in one body 
it would be very much easier for a Council of that 
body to raise the standards of the.profession as a whole 
than it would be if there are two bodies who might 
have a slight tendency to look over each other's 
shoulders. 

Às the speaker from Llandudno mentioned, it is 
sometimes necessary to have a temporary disadvan- 
tage 80 that you could later consolidate your position. 
It may be a temporary disadvantage to some people 
to increase the number of Chartered Accountants, 
but undoubtedly it would consolidate our position 
in future. It will enable the Council of the Institute 
to have the same standards of ethics, the same standards 
of training and of examinations applied to all practising 
accountants. Any objections there may be to bye-law 

"Students will go out because there will be no more bye- 
law students in future, and the principle of having 
service under articles will in fact be strengthened for 
the future rather than weakened as haa been suggested. 
(Applause.) 


The President: I do not want to restrict the speakers, 
but I must warn you that time is getting on and within 
a quarter of an hour I shall call upon the Vice-President 
to do what he can to satisfy you all. 


Mr A. Meeson, A.C.A. (Richmond, Surrey): 

I am in practice. When I came here this afternoon I 
had no intention of speaking, but I was so dismayed 
to hear the first half-dozen speakers speak against this 
very magnificent scheme that I was driven to my feet. 
At a meeting such as this it is I think inevitable that 
the voices of those who are against the scheme shall be 
heard loudest. You do not travel from Manchester or 
Leeds to speak in favour of a scheme recommended by 
the Council. (Laughter and applause.) There is a further 
disadvantage under which those who wish to speak in 
favour of the scheme must suffer — everything there is 
to be said in its favour has been said already in a much 
more eloquent manner by our Vice-President. 

“I would just like to make three points. Firstly, I 
think the importance of this scheme is for the future 
and immediate effects should be largely discounted 
and the benefit or otherwise in ten years’ time should 
be carefully examined. If I may speak on behalf of 
the younger accountant today who qualified since 
the war, I myself think that if we reject this scheme 
now it wil be a major disaster for the profession. 
(Applause.) 
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- ‘My second point concerns the question of quality. 
When we have a larger body under the disciplinary 
control of our Council I think that we can leave it to 
them and that we can trust thern to see that standards 
of quality are maintained in the larger body. 

I would finally ask you to give a rousing vote of con- 
fidence in the Council by passing this proposal this 
afternoon by a substantial majority. (Applause.) 


Mr R. Sulkin, A.C.A. (London): I am — áÀ 
in a London practice. I do feel before we take this 
motion to a vote we should satisfy ourselves that bye- 
law 30 of the Supplemental Charter of 1948 which 
vitally affects this vote is capable of one interpretation 
and one interpretation only. This bye-law appears to 
be partially reproduced. in the notice of this meeting 
dated February 2nd. The interpretation of the wording 
of the second line of this paragraph has been the 
subject of some considerable debate amongst my 
colleagues by reason of the use of the words 'a majority 
of! between ‘to be passed by’ and ‘not less than two- 
thirds'. Had the bye-law read 'passed by not less than 
two-thirds of the members present and voting’ there 
would obviously have been only one meaning thereto, 
that is 66¢ per cent in favour. However, the addition 
of the three words, ‘a majority of’? tends to suggest 
that the vote really required under bye-law 30 is 
834 per cent in favour as compared with 16% against, 
leaving a net percentage of 66% representing the 
majority. My colleagues and I would welcome any 
guidance that members on the Council and other 
members can give regarding this apparent ambiguity. 
(Applause.) 


The President: Perhaps I might point out straight 


away you are referring to the Charter and not the 


bye-laws, and it is No. 30. It is quite distinct, ‘a 
majority of not less than two-thirds of the members 
present and voting at the meeting’. 


Mr H. P. Finn, A.C.A. (Leicester): I am in indus- 
try. I did not intend to speak this afternoon when I 
came to this meeting, but I must say that I feel like 
Byron that I must say 'shall hoarse Fitzgerald bawl 
and I not sing'. I do think that this meeting on the 
whole has not shown a fair division in the speeches of 
the country's feeling on the proposals of the Institute. 
I am in industry and the practising side of the prob- 
lem does not concern me. That does not mean that I 
do not fully appreciate that professional accountants 
feel very strongly about it but though I do not represent 
industrial accountants, of course, I am one, and I 
think we do represent quite a large body of Chartered 
Accountants. I think the general public attaches great 
importance to those words: Chartered Accountant. 
]t is the Chartered Áccountant who is regarded as the 
safeguard from all those evils that can take place when 
accounting matters are improperly dealt with, and if 
I ask myself whether this shall be denied to Incorpor- 
ated Accountants I am bound, if I answer honestly, to 
say no. I believe that Incorporated Accountants are as 
honourable and as able as Chartered Accountants. I 
believe that to be true because they were birt in the 
main in professional offices. 

I myself am in industry, and I receive tremendous 
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assistance from a large number of accounting col- 
leagues in industry; some of them are Chartered 
Accountants and some of them are Incorporated 
Accountants, and I feel that industry looks to us 
because we have had the professional training that 
professional offices can give us. 

I feel absolutely certain in my own mind that there 
is confusion in the mind of the public. Many times 
people have asked me, "What is the difference between 
a Chartered Accountant and an Incorporated Account- 
ant?’, and I give the same answer as I am sure you all 
do-a mumbling answer. I cannot really say what I 
think about it because it might cause difficulties and 
confusions, but in my heart of hearts I believe that 
Incorporated Accountants and Chartered Accountants 
are of the same flesh and blood and bone and they 
have standards which are high. I think it is absurd that 
there should be confusion in this country, and I think 
if the word Chartered Accountant could be — as one 
speaker says — the same thing as doctor or solicitor, it 
would be a good thing. (Applause.) For that reason, 
despite the slight injuries that perhaps some indi- 
viduals will suffer, I hope they will support the work 
that you and the Council have done and vote in favour 
of this resolution. (Applause.) 


The President: I will now ask the Vice-President 
to sum up the discussion and then I will proceog to 
put the resolution before you. 


The Vice-President: Ladies and gentlemen, I am 
going to be very brief. I see that some members are 
already leaving the hall, and it ts a pity if people leave 
before the vote is taken, but there are only very few 
points I want to clear up. Firstly, as regards putting 
the other side of the case; well, all the speeches made 
this afternoon, all that has been said today, will be 
circulated with the report of this meeting so that our 
members when they vote on the poll can have all those 
points that have been made before them. That is the 
first point that I want to make. 

Secondly, if I may say with all respect one word to 
those who have spoken against this scheme, they have 
not, I feel, any of them, faced up to the really material 
issue, which seems to me to be this: are we or are we not 
satisfied with the state of our profession as it is today? 
'The Council emphatically answered that by saying that 
we are not satisfied, and, if we are not satisfied, then 
we ought to do something about it. No practical sug- 
gestion, indeed, really no suggestion at all, has been 
made as an alternative to this scheme. 

The next point that I want to make is that in the 
course of considering the scheme and whether we 
would enter into discussions at all with the Society 
we went over the ground tremendously thoroughly. I 
am quite satisfied that we thought of all possibilities. 
One member asked this afternoon whether we had 
thought of the possibility of trying to persuade the 
Society to amalgamate with the Association. Well, 
we did, and we thought it would be a bad idea and 
still think it would be a bad idea. I must assure you 
that the Council have really thought this thing out and 
it really is this scheme and no other. That is the 
position. We cannot go back to the Society and 
Scotland and Ireland with amendments at this stage. 

I just want to say ‘one word about standards. Firstly, 
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the suggestion was made that bye-law candidates do 
not get as good training as articled clerks. That is a 
theoretical question we can argue about all the time. 
But a great many of these bye-law candidates you may 
remember are in our offices; we train them and when 
they qualify many of them stay on. They are employed 
as Incorporated Accountants in our offices, they go out 
and carry the banner of the firm on the firm's work, 
and it seems to be a pretty curious thing- if we say they 
are not able and capable people. 

The second point I want to make is that an earlier 
speaker asked about our policy on standards, and I 
can certainly give him the assurance he asked for. He 
asked not only that we should endeavour to maintain 
standards but we would endeavour to enhance them. 
That is certainly the policy of the Council and will . 
continue to be so. We believe this scheme, as later 
speakers suggested, will tend to enhance standards, 
more particularly because it will enable us to recruit 
from the schools for our articled service to become 
Chartered Accountants those who previously we had 
to recruit as bye-law service candidates for the Society, 
and that is a very much better selling point when you 
come to talk to the schoolmasters. 

I do want to disabuse everybody’s mind on this point 
about four articled clerks. Somebody said we were 
going to thereby tremendously increase the number of 
Chartered Accountants. I do not believe that for a 
moment. What I think we are going to do is to replace 
the Incorporated Accountants by Chartered Account- 
ants, and there is nothing, I can see nothing, in. any 
discussion that has taken place in district societies or 
elsewhere, that would lead me to think that in future- 
the total number of qualified accountants is necessarily 
going to be increased as a result of this scheme. What 
is going to happen is that those who would have been 
Incorporated Accountants are going to be Chartered 
Accountants. 

I am not going to take up any further time of the 
meeting. It would not be practicable for me to. deal 
in detail with every point that has been made, nor is it 
necessary. Í have had my say at the beginning, that is 
enough. (Applause.) Pug 


The President: J am now going to put the resolution. 
I would ask those in favour of the resolution as set- 
out to hold up their hands. Those in favour . . ;? 
Those against . . .? 


The Result of the Voting 


As reported in last week's issue, the result of the voting 
was announced by the President as follows: 


For 1,097 

Against 278 
giving a majority of roughly 8o per cent so that the 
resolution was passed by the requisite two-thirds 
majority. bn 

A poll of the whole membership of the Institute has 
now to be taken, and voting papers accompanied by a 
full report of the proceedings at the meeting will 
shortly be sent to members. 

If the requisite majority is obtained on the poll 
(i.e. two-thirds of those voting), a confirmatory meeting 
of members will be held on Wednesday, SES 17th, 
1957. 


~ 
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MORE INTEGRATION LETTERS. 


Sir, — Reading letters in your journal on integration, 
and listening to members' speeches at the meeting of 
the Institute in the Royal Festival Hall on February 
19th, one wondered if the scheme would be defeated 
and it was a relief to find a very substantial majority 
in favour. 

I now write as one entirely in Favor of any moves 
to integrate the profession and hope all members of 
both Institute and Society will support the scheme. 
Any such scheme can only be planned in the way it 
has been, and any defects should not blind us to its 
essential merits. Let us hope the poll will show the 
same result as the meeting. 

I write as an industrial accountant but with some 
years' experience as an employee of practising firms. 

Yours faithfully, 

New Malden, Surrey. R. K. KING, A.C.A. 
SIR, — At last the Council of the Institute has shown 
its hand. It would now appear that the proposed 
merger of The Society of Incorporated Accountants 
with the Institute of Chartered Accountants may not 
be in itself a complete operation, but merely the thin 
end of an exceedingly large wedge. It is to be hoped 
that those Chartered Accountants, who, for one 
reason or anotber, have so far supported the merger 
now proposed, will give the matter their most serious 
reconsideration as a result of the report in The 
Financial Times which stated that the Vice-President 
of the Institute 

“disclosed that at the end of last week The Associ- 

ation of Certified and Corporate Accountants had 

suggested the appointment of representatives to 
discuss further possible Stepa in the integration of 
the profession’ 
and went on to say that if the merger with the 
Society were approved 
‘the Council of the Institute would objectively 


consider the possibility of further rationalization of . 


the profession.’ 


Kirkella, E. Yorks. 


Yours faithfully, 
J. B. WATSON, A.C.A. 


SIR, — In all the welter of correspondence which has 
gone on, concerning the proposed integration between 
the Society and the Institute, little has been said 
about what I consider to be a spurious claim by the 
Institute; notably, that service under articles, which 
at the moment provides the only method of entry 
to the Institute, is the only effective method of 
training an accountant. However, there is a-letter in 
The Times today (February toth) on this point, and. 
it prompts me to write you this letter. 

I took, and passed, my Final examinations in 
exactly two years and nine and a half months after 
I first put foot into an accountant’s office. During 
this time I had two holidays, each of four weeks 
er normal three weeks' leave being increased to 

ur as I was a serving member of the Territorial 


Army and thus I had to do two week's camp); I had 


approximately two months off in which to work for 


my Intermediate, and I had four months off in which 
to work for my Final; so this means that the actual 
time I spent in an accountant's office was approxi- 
mately two years, one and a half months. 

I think that my effort of qualifying in such a short 
period of time may perhaps be a tribute to my 
powers of cramming myself with the knowledge 
essential to pass the Institute's examinations, but it 
certainly did not fit me in any way to be loosed upon 
society as a Chartered Accountant. 

I cannot agree too strongly with those people 
who think that the Institute's claim that the only 
proper method of training for entry into the account- 
ancy profession should be by service under articles, 
is utter and complete balderdash. 

Yours faithfully, 
G. W. NICHOLSON, 

Maidenhead, Berks. T.D., B.A., A.C.A. 


Sir, — At the Royal Festival Hall meeting, members 
of the Institute were informed that a full report of 
the meeting would be forwarded along with the 
voting papers. 'This report should be carefully 
studied by all members, with particular reference to 
the following points, before a final decision is reached: 

(1) In what way will the scheme benefit the parties 
concerned? 

(a) To the public? I see no advantage whatever. 
(b) To present members of the Society? The 
scheme will result in a definite improve- 
ment in their status which can only follow 
at the expense of the members of the 
Institute. 
(c) To present members of the Institute? I feel 
that the separate existence of the Society 
must act as a stimulus to the Council of the 
Institute and be of good to both bodies. 

(2) The proposed scheme will not close the field of 
accountancy to the unqualified man and still 
leaves ~ and in my view, increases — the difficulties 
in dealing with the much more difficult problem 
of integration with the Certified Accountants. 

(3) Service under articles has been a basic principle of 
the Institute, whereas if the scheme is adopted a 
great many members will not then have so served. 

(4) The majority of bye-law students are students 
of the Society because they had not sufficient 

academic qualifications for service under Insti- 
tute articles, Such students will not be eligible 
for articles and will be debarred from obtaining 
a similar qualification in future. 

(5) Many members of the Institute have made great 
sacrifices to qualify as Chartered Accountants 
and take great pride in their attainment of this 
qualification. The term ‘Chartered Accountant’ 
will obviously be watered down if the scheme is 
adopted. 

(6) Thousands of articled clerks and their parents 
are at present making financial sacrifices with a 
view to obtaining the highest qualification 
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possible in the accountancy field. Is this scheme 
fair to them? 

(7) What is the sound or urgent reason for the 
proposed integration? Frankly, I cannot find one. 
I attended the meeting on February 19th and 
was very disappointed because the members of 
the Council failed to meet the criticisms which 
were then raised. 

(8) Members of the Institute were not advised by 
the Council that their decision was not unani- 
mous and the views of the dissenting minority 
were not brought to the notice of the members. 

Although there was an 80 per cent majority in 
favour of the scheme at the meeting, it does not 
necessarily follow that a majority of the members 
of the Institute are in favour of the scheme, or that 
the appropriate majority will be secured on the poll. 
Every member of the Institute should consider the 
scheme and the report on the proceedings of the 
meeting most carefully before makng a final decision. 

Yours faithfully, 

Manchester. T. W. E. BOOTH, a.c.a. 
Sir, — Integration of the profession is ideal, if it will 
safeguard both the profession and the public. Why, 
therefore, leave out our colleagues of the Association 
of Certified and Corporate Accountants — acknow- 
ledged as a responsible body in the terms of many 
Acts of Parliament? 

Examinations and basic training, important though 
they be, are not the ‘be all and end all’ of any pro- 
fession. Practical experience, whether as a practitioner 
or his assistant, is of far greater importance. The 
general public, particularly the less knowledgeable, 

regarded the term ‘Chartered Accountants’ as 
embracing all qualified accountants in practice, and, 
if there be any devaluation of the description, it had 
already occurred prior to the publication of the recent 
proposals, 

The new-defined ‘Incorporated Accountants’, the 
Municipal Accountants, and the Certified, Account- 
ants are not less qualified in their own particular 
sphere of operation because they did not qualify as 
clerks articled to a public accountant. I would hazard 
a guess that many fully-fledged practising account- 
ants would find modern commercial and industrial 
methods and organization a headache if they were 
working om it, instead of looking at it. 

To sum up- cannot all qualified accountants be 
integrated into an association with two branches, 
ie. public practice and Commercial — or, alter- 
“natively, on the lines suggested by Mr K. H West 
(February 16th issue), and be sufficiently magnani- 
mous to recognize each other's qualities — and short- 


comings? Yours faithfully, 
North Harrow, Middx. P.J. KED E, A.S.A.A. 


SIR, — It is to be hoped that the poll on the scheme 
will be a decisive one in which all Institute members 
exercise their right and duty to vote, and thus deter- 
mine the future of the profession and their Institute. 
I believe, in this instance, to abstain would be a most 
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UN policy and would even be a dereliction of 
duty. 

In my opinion, the vote taken at the meeting of the 
Institute on February 19th, could hardly be termed 
decisive when about 39 per cent of the members 
present abstained from voting. 

I think it a fair comment to say that those who 
abstained had. not been convinced of the desirability 
of the scheme, despite Mr Lawson having made out 
the best possible case in its favour. 

It may be interesting to note that it would have 
required only about 54 per cent of the abstentionists 
to vote against the scheme, for the resolution to 
have failed for want of a two-thirds majority. 

Yours faithfully, 
London, SWr. V. THURSBY- PELHAM, A.C.A. 


Sm, — May I, as a member of both the Institute and 
Society offer my views on the proposed scheme of 
integration. In my view the whole scheme is basically 
unsound as indicated by the following: 


(1) The confusion in the public's mind will not 
disappear. On the contrary in view of the various 
classes and options it may well be that it will 
increase, 

(2) The scheme does not integrate the profession as 
a whole. In future a great many persons who 
would have taken the Society's examinations by 
way of bye-law service will take the EE 
examinations. 

(3) The Council have given no definite Ee of 
the next steps which it proposes to take towards 
the goal of i integration. 

(4) The scheme is unjust to thousands of Chartered 
Accountants who qualified by way of articled 
service and who in many cases suffered financial 
and other hardships. In my own case, as an 
articled clerk, bye-law candidates at my level 
were earning salaries five times greater than my 
own. 

(5) The scheme is unfair to many contemplating 
entrance into the profession as Incorporated 
Accountants. In my own office I have a clerk 
who failed to pass one subject in his G.C.E. 
examination. Prior to the proposed scheme he 
could have taken this subject again and if success- 
ful would have been eligible for bye-law service 
or articles. He is now informed that he must 
bide his time until the result of the poll on the 
scheme is known, and that to ensure entrance, 
he must conform with the Institute’s regulations 
which are much more stringent. . 

Why should he suffer when many Incorporated 
Accountants entered the profession on similar 
or other lower levels. 

(6) There are many cases where candidates for the 
Institute’s Final examination have failed in one 
or two subjects. The Institute requires these 

. candidates to sit the whole examination again. 
To my knowledge there have been many candi- 
dates whose health has suffered (in some cases 
permanently) because of repeated attempts to 
pass the examination as a whole. 

In the Society’s regulations, candidates sitting 
the whole Final will be credited with'a pass in 
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either section providing they pass the appropriate 


papers. 
(7) Again, what of the great number of Society. 
bye-law candidates who are now receiving and. 


will continue to receivé much ‘higher salaries 
_ than their Chartered articled contemporaries. . 
Sir, a scheme which bas so many unjust concepts, 
should fail, particularly when the benefits to be 
obtained, if any, are so vague. ` 
: Yours faithfully, 
A.C.A., A.S.A.A. ` 


Sm, — I have read with interest the many letters you 
have published on the proposed integration scheme. 
As I was a 'bye-law candidate’ under the old nine- 
year rule I am one of the ugly ducklings that 'Also 
Chartered’ (February 23rd issue) thinks will receive 
NE free gift' by being made a fully-fledged 

CLA, 

Perhaps my particular case may serve as an example 
of the difficulties of the bye-law candidate. I obtained 
a position at 16 as junior clerk with a Chartered 
Accountant in the early 1920s, on six month's trial, 
salary ros per week. Presumably I was satisfactory 
because eighteen ‘months later I entered into an 
apprenticeship agreement, the terms as regards 
training being exactly the same as those for an articled 
colleague, except that I was to commence at 15s per 
week salary, increasing by 2s 6d per week each year 

utyonly one week's annual holiday, the agreement 
to run for four years. I did not resent this, because it 
insured that from the age of 16 I should be sure of 
five years’ service towards my nine and I meant to 
qualify as soon as the bye-laws would allow. Not for 
me the leisurely manner of 'Outspoken' (February 


16th issue); I could not afford the fees. In fact, I- 


worked many hours overtime at 1s per hour to pay 
for my Final course. When I finished the last paper 
of the Final examination I knew I had passed and 
squandered my last few shillings on a first-class ticket 
back home from Manchester. ; 

In 1935, exactly twelve years from the date I had 
first started, I commenced in partnership with the 
Chartered colleague before mentioned, and because 
we were not allowed to undertake any private work 
during our employment we started with one honorary 
church audit and the job of completing the income 
tax return of a relative for which we received the 
magnanimous fee of 2s 6d. 


As ours was a ‘mixed’ partnership we could one 
call ourselves ‘Accountants’ and I am sorry to: 
disagree with Mr E. G. Turner (February 16th- 


issue), but the section of the general public that the 
“young practitioner will be in contact with, knows 
nothing about Chartered Accountants or Incorporated 
Accountants. The ‘brass plate’ brings no clients; in 
twenty-two years as practitioners, only one. person 
was attracted by our name-plate and she asked ‘Is 
this where they sell advice about income tax?’ The 
lady owed 7s 6d but had omitted to read that the 
Collector did not intend to demand this. Our experi- 


ence shows that a new practise is built, up from: 
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recommendations from satisfied clients and that is 
why it is such a long, slow process, and competition 
from other qualified accountants has little effect on 
the position. | "E 
Integration as proposed can have no advantages 
whatever to my partner or myself, and if it is estab- 
lished I shall have many regrets at having to relin- 
quish the letters for which I struggled so hard. We 
have discussed the scheme at length and we feel that 
personal interests should not enter into the. matter. 
We have confidence in the Councils of our respective 
bodies and shall support the scheme. 
Yours faithfully, 
BYE-LAW, F.S.A.A. 


rt of the recent meeting at the 
all (February 23rd issue) it is stated 


Gm, - In the r 
Royal Festival 
that 

'the result of the voting was 1,097 in favour of, and 

278 against, the resolution, which was accordingly 

passed by a majority of approximately 80 per cent’. 
This, sir, is a false deduction. The ‘majority’ was. 
in fact 819, which is approximately 60 per cent of the 
total vote. The resolution was not, therefore, passed 
by the requisite majority laid down in clause 30 of 
the Supplemental Royal Charter of 1948.. 

This clause is unambiguous. It states that the 
Institute may ` l 

‘by resolution passed by a majority of not less than 

_ two-thirds of the members present and voting’ 
alter, amend or add to the Supplemental Charter. 
The interpretation which is apparently being placed 
on this clause is that which would apply if the 
wording was 'by resolution passed by not less than 
two-thirds . . .'. But the introduction of the words 
‘a majority of’ make it clear that this 18 not so. 

A majority of 66% per cent requires a favourable 
vote of not less than 834 per cent of those voting and 
this was not achieved on the show of hands. The 
point should be borne in mind when announcing the 
result of the poll which is now to be taken. 

Yours faithfully, 
RANDULPH B. BARKER, F.c.a. 

London, WCr. | | 
[This point, as noted in the report on other pages, 
was also raised in the course of the discussion at the 
meeting in the Royal Festival Hall. 

The generally accepted meaning of the word 
‘majority’ in this context (as also, for instance, in the 
phrase a ‘bare majority’) is the total number voting 
in favour of the resolution. It is they who ‘pass’ the 
resolution, and who subsequently ‘confirm’ it. It is 
true that on such a construction the words ‘a majority 
of’ are in a senge superfluous; but to accept our corres- 
pondent’s construction, would be to reject one which 
has now been hallowed by the usage of many years, 
as for example in relation to Section 141 of the Com- 
panies Act, 1948, which, like its predecessors, defines an 
extraordinary resolution as one ‘passed by a majority of 
not less than three-fourths’ of the members voting. It is 
generally agreed that to prevent the passing of an extra- 
ordinary or special resolution by a company, one must 
control more than 25 per cent of the voting. — Editor.] 
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Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


"Tax Concessions for United Kingdom 
Companies Trading Overseas’ 


Sir, ~ A recent article (January 12th issue) discussed 
possible and probable tax concessions for United 
Kingdom companies trading overseas, but did not 
mention the related subject, the plight of the United 
Kingdom shareholders in overseas companies that 
receive these concessions. 

One of the new Orange Free State goldmining 
companies that benefits from local tax concessigns is 
Western Holdings Ltd, and it has just started paying 
dividends. By and large the company, and con- 
sequently its South African shareholders, will not 
pay tax until all the expenditure on preparing and 
equipping the mine has been recovered in profits. 

There are 7,496,376 shares of 5s each in issue and 
the share premium account is £8,467,884, i.e. the 
shares were issued at an average premium of about 
22s 6d each. 

The South African shareholders are having this 
repaid to them tax free in annual payments called 
dividends, but these payments are really capital 
repayments. 

The position of the United Kingdom shareholder 
is quite different. He is paying South African non- 
resident shareholders’ tax of 1s 6d in £ and United 
Kingdom income tax of 7s in £. 

If the law is to be altered to give tax concessions to 
United Kingdom companies operating overseas, 
surely the law should also be altered to give similar 
concessions to United Kingdom shareholders in 
companies registered overseas. 


Yours faithfully, 
Cambridge. G. L. NEWNHAM. 


Directors’ Fees 


Gm, — Your correspondent ‘Company Secretary’ 
(February 2nd issue) contends that the adoption, at 
an annual general meeting, of published accounts is 
sufficient to comply with articles of association 
requiring the remuneration of the directors to be 
determined by the company in general meeting. His 
point is that the remuneration is clearly shown in 
those accounts and that therefore the adoption of the 
accounts is also an expression of approval of the 
remuneration. 

His company’s auditors oppose this view, con- 
tending that a separate resolution must be passed to 
determine the remuneration of the directors. 

In my opinion there is no doubt whatsoever but 
that the auditors are perfectly correct. Your corres- 
pondent appears to share a very common miscon- 
ception as to the conduct of business at an annual 
general meeting. 

The Companies Act, 1948, requires accounts to be 


‘laid before the company in general meeting’; it does 
not require that any resolution shall be passed to 
adopt the accounts. If, therefore, the meeting takes 
the course envisaged by the Act and merely passively 
receives the accounts, no action has been taken to 
determine the directors’ remuneration and it follows 
that a separate resolution must be passed. 

Consider also the parallel matter of the declaration 
of a dividend. Presumably your correspondent 
would not suggest that the adoption of accounts, 
which include details of the proposed dividend, is 
sufficient to be a valid declaration of that dividend. 

I would revert, however, to the common practice at 
annual general meetings of voting upon the adoption 
of accounts. Have the chairmen of such meetings 
ever considered the situation which would arise if the 
weight of voting was against the adoption of the 
accounts? It seems to me that a quite intolerable 
position would be created. The accounts are a 
matter of fact ~ the auditors having given a certificate 
to that effect. Are the directors expected to prepare, 
and the auditors to certify, an entirely different set of 
accounts because the shareholders did not adopt the 
original set? 

I would suggest that boards of directors, and their 
advisers, could avoid much possible. embarrassment 
by the careful wording of agendas to make it quite 
clear that accounts will be ‘laid before the meeting’, 
and conducting the business of the meeting accord- 
ingly. Yours faithfully, 

Sevenoaks, PETER T. AUSTIN. 


Hockey: The Institute v. Inland Revenue 
SIR, - A hockey match is taking place between the 
Institute and the Inland Revenue at the Inland 
Revenue Sports Ground at Marvels Lane, near. 
Grove Park (Kent) Station on March 17th at 3.15 p.m. 

The Chairman of the Board of Inland Revenue and 
the Chief Inspector of Taxes are expected at the 

e and both Mr W. S. Carrington and Mr D. V. 

ouse, past presidents of the Institute, will be at 
the match. 

The Inland Revenue are expecting support from 
Somerset House on the touchline. The hockey club 
committee would be glad to see any members and 
articled clerks at the match. 

Yours faithfully, 
C. O. MERRIMAN, 
Hon. Secretary, 
CHARTERED ACCOUNTANTS’ Hockey CLUB. 


Reigate, Surrey. 
Percentages and Profits 
SIR, — As managing director of a fairly large whole- 
sale grocery business, I have in recent years several 
times heard of retailers saying that their auditors have 


—— n 


e 
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told them that they should increase their rate of 
. gross profit. 


Theoretically this may be good advice, but its 


application to small or medium-sized independent 
retail grocery businesses may have anything but the 
desired result, and it does seem that some auditors 
may offer this advice without giving sufficient 
thought to the differences between one kind of trade 
and another. 

While some manufacturers, for instance, may be 
able to adjust their selling prices at will to meet 
rising costs, no such happy solution is available to 
the retail grocer, whose final net profit depends 

` primarily on a quick and relatively heavy turnover 
coupled with the most economical running of his 
business. | 
- The gradual return, after many years of control, 
to fluctuating markets, governed once more to a 
t extent by the law of supply and demand, has 
illustrated the ee of over-emphasis on percentage 
rates of gross profit. | 
Recently, with a falling butter market, many 
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retailers have lost trade because of their unwillingness 


.to follow the market quickly, with the result that their 


customers have been attracted by the lower prices 
displayed in other stores, and have gone there for 
butter - and not only for their butter—a loss of 
trade which is not easily regained. 

This is only one specific example of the danger of 
applying percentages as a yardstick to such an extent 

t a retailer might find himself in the position of 
trying consistently to increase his percentage rate of 
gross profit on a continually diminishing volume 
of trade, with the probable result of being ultimately 
driven out of business. 

Inevitably the retail grocery trade is highly com- 
petitive, and as an A.C.A. with over thirty years’ 
close contact with that trade, I suggest that auditors 
in advising their clients, should pay more attention 
to speed and volume of turnover, coupled with 
economical operation, than to mere percentages of 
gross profit. 

S Yours faithfully, 
NOT IN PRACTICE. 


Taxation Cases 


A full report of the cases summarized in this column will be published, with Notes on the Judgments, 
in the ‘Annotated Tax Cases’. 


^5,  QC€.LR. v. Escoigne Properties Ltd 

In the Court of Appeal - December 17th, 1956 

(Before THE MASTER OF THE RoLLs, Lord Justice 

BinKETT and Lord Justice ROMER) 
Stamp duty — Conveyance on sale — Contract but no 
conveyance — Subsequent conveyance to sub-purchaser — 
Sub-purchaser a controlled company — Whether con- 
veyance exempt from duty — Stamp Act, 189r, Sec- 
ions 54, 58 (4)— Finance Act, 1930, Section 42 — 
Finance Act, 1938, Section 50. 

In 1950 certain freehold and leasehold properties 
were sold to a company (the first company), but no 
conveyance or transfer was executed. In 1954 the 
properties were sold by the first company to the 
appellant company, and conveyances of the legal 
estates and of the beneficial interests in the properties 
were executed to which the original vendor’s execu- 
tors were parties. The first company owned all the 
shares in the appellant company. 

The appellant company claimed that the instru- 
ments were exempt from ad valorem stamp duty by 
reason of Section 42 of the Finance Act, 1930. The 
Inland Revenue contended that the instruments 

represented, the completion of two separate and dis- 
tinct transactions, the original sale to the first com- 
pany and the sub-sale to the appellant company, so 
that ‘the effect thereof’ was not merely to convey a 
beneficial interest as defined in Section 42 of the 
Finance Act, 1930. The Inland Revenue also relied 
on Section so of the Finance Act, 1938. 
Held (reversing the judgment of Mr Justice Vaisey), 


that the instruments were not within the exemption 
* : 


afforded by Section 48 of the Finance Act, 1930, 
and that therefore it was not necessary to.express a 
concluded opinion about Section 50 of the Finance 
Act, 1938. ! 


Wigram Family Settled Estates Ltd v. C.I.R. 
' In the Court of Appeal - December 14th, 1956 


(Before THe MASTER or THE ROLLS, Lord Justice 
Birkett and Lord Justice ROMER) 

Surtax — Undtstributed income of company — Appor- 

tionment — Fund for redemption of shares — Fund fed 

from tncome — Whether interest of shareholders includes 

sums thus applied out of income — Finance Act, 1922, 

Section 21, Schedule I, paragraphs 8, ro. 

Among the classes of shares in the company was 
a class of 6 per cent redeemable preference shares 
which ranked first for dividend. The articles of 
association bound the company to apply some of 
its Income to the maintenance of a fund for the 
redemption of these shares. 

A direction was made on the company: under 
Section 21 of the Finance Act, 1922. In relation to 
the apportionment of the income among the members 
it was contended on behalf of the company that the 
holders of the preference shares in question should 
be treated as entitled to the sums applied to the 
redemption fund in the years under appeal as well 
as to 6 per cent of the income. The Special Commis- 
sioners decided that the interest of the holders of the 
shares in question was limited to the 6 per cent. 

Held (affirming the judgment of Mr Justice Vaisey), 
that the Special Commissioners’ decision was correct. 
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PERSONAL 


Messrs PRICE WATERHOUSE, Pear &- Co, announce 
hat they have admitted to partnership in' their 
Uruguayan firm as from November ist, 1956, Mr 
GEORGE GILPIN, A.C.A. X peeyiousiy a member of their 
South American staff. 


Messrs FRANKLIN, Canc & Co, Chartered 
Accountants, of Imperial Chambers, Norfolk Row, 
Sheffield, 1, announce with regret the death of Mr 
T. D. COCKERILL, F.C.A., who was in practice on his 
own account at 22 Norfolk Row, Sheffield, 1. The 
practice will be continued under the style of T. D. 
CockERILL & Co and in conjunction with that of 
Messrs FRANKLIN GREENING & Co. 


Messrs Bristow, Sturce & Roperts, Chartered 
Accountants, announce that as from February 22nd 
they have transferred their offices from Swan Cham- 
bers, Great Swan Alley, Moorgate, London, EC2, to 
14 Clarges Street, Mayfair, London, Wr. Telephone: 
Grosvenor 2435 and 1671. The move is occasioned by 
their taking over the practice of Mr Henry WHITE, 
F.S.A.A., following his retirement through ill health. 
The practice will be continued under the style of 
Bristow, STURGE, RoBERTS, WHITE & Co, but the 
constitution of the firm will remain unchanged. 


Messrs SHERMAN, APPLE & Co, Chartered Account- 
ants, of 79 St Martin's Lane, London, WC2, announce 
that they have now opened a branch office at 15 Town 
Hall Street, Grimsby, Lincs. Telephone: 57246. 


Messrs BAKER & Co, Incorporated Accountants, 
announce that as from February 25th, 1957, they have 
removed their offices from Excelsior Buildings, 61 
Bridge Street, Walsall, to Arbor Chambers, 16 
Broadway North, Walsall. 


PROFESSIONAL NOTES 


Mr Lawrence W. Robson, F.C.A, F.C.W.A., has 
relinquished his position as a local director of the 
Guardian Assurance Company’s Law Courts Branch 
on accepting a seat on the head office board of the 
company. 

Mr David J. Young, C.A., F.C.W.A., secretary and 
comptroller,of the Steel Company of Wales Ltd, has 
been appointed a director of the company. 


' Mr L. A. Clemence, F.c.a., has been appointed a 
director of Jacqmar Ltd. 


Mr C. Cameron, A.C.A., J.P., has been appointed a 
joint managing director of William Hollins & Co Ltd 
as from April rst next. 


Mr K. C. Plumbe, F.c.a., has been appointed a 
director of Darlington Chemicals Ltd. 


OFFICIAL RECEIVER APPOINTMENT 


The Board of Trade has announced that Mr Walter 
Harold Haig has been appointed Official Receiver for 
the Bankruptcy District of the County Courts of 
Birmingham, Coventry, Dudley, Hereford, Kidder- 
minster, Leominster, Stourbridge, Walsall, "Warwick, 
West Bromwich, Wolverhampton, Worcester. This 
appointment takes: effect from February 17th, 1957. 
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IN PARLIAMENT 
WAGES: PAYMENT BY CHEQUE 


Mr Moy te asked the Minister of Labour if he. has 
now reached a decision on the views of the Trades 


‘Union Congress and other organizations against the 


payment of wages by cheque; ana if he ‘will make a 
statement. 

Mr Iam Macron: In punt circumstances I have 
decided not to proceed with legislation enabling wages 
to be paid by cheque. 

Hansard, February 21st, 1957. Oral Answers. Col. 587. ` 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


"TAXATION AND RESEARCH COMMITTEE 


The eighty-ninth meeting of the Taxation and Research 
Committee was held at the Institute on Thursday, 
February 21st, 1957, at 2pm. > 

- Present: Mr G. P. Morgan-Jones (in the chair); Messrs 
C. W. Aston, R. D. R. Bateman, M.B.E., T. Fleming Birch, 
R. P. Brown, K. A. Buxton, F. ‘Carruthers, J. B. L. Clark, 
J. Clayton, R. A. Chermside, W. G. Densem, S. Dixon, 
F. J. Eves, E. S. Foden, G. G. G. Goult, S. C. Hand, 
N. B. Hart, O.B.E., T.D., W. S. Hayes, G. N. Hunter, P. D. 
Irons, F. M. Kellett, H. Kirton, S. Kitchen, G. W. Knight, 
J. Latham, C.B.E., E. N. Macdonald, D.F.C., J. H. Mann, 
M.B.E., F. S. Mowforth, W. E. Parker, C.B.F., T. Pells, C. T 
Peyton, A. H. Proud, A. Rayner, D. E. T. Tanfield, L. We" 
Underwood, F. J. Weeks, E. F. G. Whinney, E. K. Wright 
G. H. Yarnell, and Messrs H. W. Naish, J. E. Talbot and 
W. F. Tidswell, members of special sub-committees, with 
the Secretary. 

Standing Sub-Committees 

Reports from the following Standing Sub-Committees 
were received: 

General Advisory Sub-Committee. 

Management Accounting Sub-Committee. 
`- Taxation Sub-Committee. 

Planning Sub-Committee. 


Ad hoc Sub-Committees. 
Reports were received from five special sub-committees, — 


Future Meetings 


The next meeting of the Committée was fixed for 
Thursday, April 11th, 1957, and the normal dates for 
other meetings in 1957 are: 
Thursday, June 2oth, 1957. 
e September rgth, 1957. 
5 October 17th, 1957. 
5 December 19th, 1957. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN IRELAND 


NEXT EXAMINATIONS feet 


The next Preliminary, Intermediate and Final examin- 
ations of The Institute of Chartered Accountants in 
Ireland will be held on May 21st, 22nd, 23rd and 24th, 
1957, in Belfast and Dublin. 

Entrance forms may be obtained from the Secre- 
tary of the Institute, 7 Fitzwilliam Place, Dublin, and 
candidates are reminded that the forms should be 
returned to the Institute not later than Monday, 
April 8th, 1957. 
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THE ‘RED BOOR’ 


The newly-published 1957 List of Members (the ‘Red 
Book’) of The Institute of Chartered Accountants in 
England and Wales contains a full alphabetical list of 
members and their firms revised up to December Ist, 
1956. 

A topographical list of members is also given, to- 
gether with the names of members of the Council and 
committees, and details of the Benevolent Association, 
the Library, and the district and students' societies. 
The total membership of the Institute is showh as 
19,421 —an increase on the previous year of 643- 
and is as follows: 


ENGLAND AND WALES E 
Fm On Dec. On Dec. Increase 
Ist, rst, or 
I955 I956 decrease 














Fellows in practice 3,771 3,902 +131 
Fellows not in practice 458 499 + Ar 
Associates in practice 3,148 3,150 St d 
Associates not in practice 9,372 9,771 4-399 
16,749 17,322 | 
NoT IN ENGLAND OR WALES 
Fellows in practice 176 199 23 
Fellows not in practice 59 55 — 4 
Associates “in practice ` 291 251 — 40 
Associates not in practice 1,503 1,594 + or 
2,020 2,099 
te Fotal membership 18,778 "19,421 +643 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The Library and Study Room will be open to members 
at the new premises at Spencer House, South Place, 
EC2, on Monday, March 11th. 

The following meetings of the Society will be held 
during next week: l 


Monday, 5.30 p.m., at Caxton Hall, Victoria Street, SWr: 
e on ‘Presenting the facts in evidence’, by Mr 
Gerald Abrahams, M.A., Barrister-at-Law. Chairman: 
Mr H. O. H. Coulson, F.c.a. 
| Tuesday, 5.30 p.m.: Demonstration of Kalamazoo account- 
ing methods (limited number). 

Association Football match v. Incorporated Students. 

Thursday, 6.30 p.m., at Guildford: Lecture on "The theory 
of capital reconstruction’, by Mr H. C. Edey, B.COM., 
A.C.A., Lecturer in Accounting, University of London. 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on (1) ‘Audit practice and methods’, by Mr W. K. 
Wells, B.A., F.C.A.; and (2) ‘The law of sale of goods’, by 
Mr A. C. Staples. 

7 p.m., at Chelmsford: Lecture on ‘Personal tax 
returns, repayment and maintenance claims’, by Mr 
H. W. May, B.A., A.C.A. 

Saturday: Badminton match v. Imperial College. 
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. SHEFFIELD AND DISTRICT CHARTERED 
ACCOUNTANT STUDENTS’ SOCIETY 


ANNUAL DINNER AND DANCE 


The second annual dinner and dance of the Sheffield 
and District Chartered Accountant Students’ Society 
was held at The Maynard Arms Hotel, Grindleford, 
Derbyshire, on February 15th. The President of the 
Society, Mr B. Thomas, F.c.a., was in the chair and 
received the 120 members and guests, among whom 
were: 


Messrs D. Berman (Chartered Accountant Students’ 
Society of North Lincolnshire); E. Denton (President, 
Sheffield Tunior Chamber of Commerce); B. G. Hall (Incor- 
porated Accountants Students’ Society of Sheffield); J. E. H. 
Hamilton (Hon. Secretary, Bristol Chartered Accountant 
Students’ Society); J. Henshaw, B.cOM.(LOND.) (Nottingham 
Chartered Accountant Students’ Society; G. C. Kelsall 
(Manchester Chartered Accountants’ Students’ Soctety); and 
G. M. Percival (Sheffield and District Law Students’ Soctety). 


Mr Denton responded to the toast of “The Guests’, 
proposed by Mr F. J. R. Boddy, committee member 
of the Society, and then proposed the toast of “The 
Sheffield and District Chartered Accountant Students’ 
Society’. The chairman of the Society, Mr V. Outram, 
B.A.(ECON.), A.C.A., replying, referred to the fact that 
during the year the Society had had difficulty in 
persuading the Inspector of Taxes that it was a 
charitable body; before the Inspector was satisfied, it 
had been necessary to amend the Society's rules and 
to have them reprinted. 

Following the dinner, dancing continued until 1 a.m. 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


The monthly meeting for Bible reading and prayer will 
be held at 12.30 p.m. next Monday, March 4th, in the 
vestry at St Mary Woolnoth Church, Lombard Street, 
EC3. The Scripture for reading and thought will be 
the parable of the pearl of great price (St Matthew xiii. 
45, 46). 


FRANK WEBB COST ACCOUNTING 
PRIZE 


A prize fund totalling over £1,000 is to be made 
available by Mr Frank E. Webb, chairman and joint 
managing director, George Webb & Son, Ltd, North- 
ampton, for prizes to be awarded periodically for the 
best thesis on some aspect of boot and shoe cost or 
management accounting as applied to the footwear in- 
dustry; the prizes will be money prizes totalling {100 
each time awards are made. 

The panel of judges will consist of three members 
nominated annually by the Council of the British Boot 
and Shoe Institution. Eligibility to enter a thesis 
will be limited to members over the age of twenty-five, 
resident in Great Britain or Northern Ireland, of the 
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British Boot and Shoe Institution, or of any account- 
ancy or management body approved by the panel. 
Further details of the awards may be obtained from 
The British Boot and Shoe Institution, 35 College 
Street, Northampton. 


: CENTRAL LONDON DISCUSSION GROUP 
The Central London Discussion Group of the London 
and District Society of Chartered Accountants will 
meet at The Lamb and Flag, Rose Street, WC2, at 
6 p.m. for 6.30 p.m. next Tuesday, March 5th, when 
the integration scheme will be discussed. Members 
of the Institute who are not members of the group 
wil be welcome and those interested in attending 
should write or telephone to Mr Stanley Dent, A.C.A., 
187 Wardour Street, Wr. Telephone: Gerrard 7026. 


SEVENTY-FIVE YEARS AGO 
From Ehe Accountant or Marcu 4TH, 1882 
Extract from a report 


THe [INSTITUTE oF CHARTERED ACCOUNTANTS IN 
ENGLAND AND WALES 


At a meeting of the Council, held at the office of the 


ACCOUNTANT 


Institute, 3 Copthall buildings, on the 1st March, there 
were present:— 

Messrs F. Whinney (in the chair), J. W. Barber, J. 
Beddow, H. Bolland, G. A. Cape, E. Carter, A. W. 
Chalmers, Arthur Cooper, J. Davies, W. N. Fisher, 
A. C. Harper, E. N. Harper, G. W. Knox, G. H. 
Ladbury, F. Nicholls, E. T. Peirson, J. J. Saffery, T. G. 
Shuttleworth, G. E. Swithinbank, J. H. Tilly, C. H. 
Wade, W. H. Watson, T. A. Welton, J. U. Wing. 


The following resolutions were passed:— 

“That it be an instruction to the Secretary in all cases 
of Touting Circulars brought to his notice, to com- 
municate with the members issuing such Circulars, 
pointing out that the practice is discouraged by the 
Council." 

“That it having been brought to the notice of the 
Council that some members of the Institute are 
Secretaries or Managers of Trade Associations, and 
that the Secretaries or Managers of some such Associ- 
ations are in the habit of issuing Circulars, asking for 
proxies in cases of bankruptcy or liquidation pro- 
ceedings, the Secretary be instructed to communieate 
with the members holding such offices, informing 
them that the Council strongly disapprove of the issue 
of Circulars of such a character." 


LONDON STUDENTS' COLUMN 


News from the London Chartered Accountant Students’ Committee 


Examination Results 


In the Final examination of the Institute in November 
1956, 201 members of the London Students' Society 
passed. They included the first of the three candidates 
placed, and winners of seven of the twelve prizes. 
In the Intermediate examination, 302 candidates from 
London passed, and four were in the first nine placed. 


The New Premises 


The new premises so long sought by the Committee 
have now been acquired. For some time the offices, 
reading room and library in Moorgate have been 
felt to be inadequate for a Society with a member- 
ship of over 5,000. It was not possible to get increased 
accommodation in the same building so the Society 
has necessarily had to move elsewhere. 

The offices and library will be on the third floor of 
Spencer House, South Place, EC2, which is a turning 
off Moorgate on the north side of Finsbury Circus, 
the nearest stations being Liverpool Street and Moor- 


te. 

Efficient-looking removal men have taken over the 
Moorgate office and library; they are taking down the 
volumes that have been both a joy and a sorrow to 
past student members and are packing them for the 


journey to South Place. The shelves are being dis- 
mantled to be painted and re-erected at the new address. 
A]l this takes time, energy and patience; it is regrettable 
but unavoidable that the services of the Students' 
Society will be restricted until the library reopens on 
Monday, March 11th. 
Lectures 

Attendance at the general lectures on Monday evenings 
has reached a very high level. The wide range of 


subjects by well-known speakers both inside and out- 
side the profession has proved very popular. The 


average figure of well over 200 is in fact the highest 


since attendance records have been kept. 


Sports Results 


Recent results of the sports sections have confirmed 
the superiority of articled clerks at indoor games. The 
badminton team has beaten both the National Pro- 
vincial Bank and King's College, and the squash side 
has beaten the Civil Service. The chess club check- 
mated both the Midland Bank and the Insurance Chess 
Club to draws. ; 

New players are always welcome and should contact 
the Assistant Secretary at the Students’ Society 


Library. 
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AMERICAN COMPANY SURVEY 


CERTAIN WiLLiAM Henry, DUKE op GLOUCESTER, 

immortalized himself in an instant when he said to the 

author on the publication of one of the volumes of The 
Decline and Fall of the Roman Empire -'Another damned, 
thick, square book! Always scribble, scribble, scribblel Eh! Mr 
Gibbon!’ The first part of this irreverent remark comes to mind 
each year when the latest survey by the research department of 
the American Institute of Accountants, of representative accounts 
and reports published in the United States, is received.! The 
present volume, comparable in bulk to the A-D section of the 
London Telephone Directory, marks the end of the first decade of 
this most commendable venture and follows the now expected 
tradition of being even better than its immediate predecessor. 

As before, the accounting aspects of the financial statements of 
600 commercial and industrial corporations are analysed and 
specific points in the accounts of nearly 700 others are referred to. 
An alteration in the date line of accounts reviewed, from April 
30th to the preceding December 31st, makes the repetition this 
year of certain statistics unavoidable, but the companies involved 
represent only 6 per cent of the total as, in America, most com- 
panies make up their accounts for the calendar year. Another new 
feature of the survey is the inclusion of recent bulletins on termin- 
ology and accounting and auditing procedures issued by the 
American Institute so that the reader may note to what extent 
practice has followed precept. 

These innovations apart, the plan of the survey follows the 
proven pattern. The first section is a broad review of the contents 
of company financial statements with tables showing variations in 
titles and terminology. The second section deals with the balance 
sheet, item by item, and the third does the same for the profit and 
loss account. The fourth section covers the profit and loss appro- 
priation account and the fifth and final section — probably the one 
of greatest interest to the practising accountant — analyses the 
diversity of ways in which the auditor may present his report. 

In referring to last year's edition of the survey as a catalogue of 
applied accounting concepts, we said that 1t demonstrated admir- 
ably the beneficial influence of the American Institute of 
Accountants. The current edition affords further proof, if any 
were needed, of the constant endeavours of the Institute to 
improve the already high standards of financial statements in the 
United States, in the full realization that accounting is a dynamic 
and not a static process. 





1 Accounting Trends and Techniques. Tenth Edition, 1956. (American Institute 
of Accountants. $15 net.) 
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AUDITING IN THE SOVIET UNION 


by HOWARD MERKIN, A CA. 


auditing in the Soviet Union. There is, of 

course, a large body of auditors who carry 
out audits of all the accounts of public bodies 
— which, in the U.S.S.R., includes almost all 
manufacturing, distributing and agricultural 
organizations - but very little appears in the 
accountancy Press regarding the problems of 
auditing, or the methods by which it is carried 
out. However, in recent editions of Buchgaltersky 
Uchet, the monthly accountancy journal pub- 
lished by the Soviet Ministry of Finance, there 
have been two short items which give some 
insight into the problems and methods of working 
of Soviet auditors. 


]: is not often that one reads reports of 


Two Methods of Vouching 


The first contribution is an article, written 
by Mr L. Seleznev, which starts by discussing 
two methods of vouching entries with original 
documents. The first of these is to vouch all 
the entries for one month, regardless of their 
nature, and when this has been done, to proceed 
to do the same for each of the subsequent 
months of the accounting period. The second 
way is to vouch all the entries relating to one 
particular type of transaction for the whole of 
the accounting period under review, and only 
when this has been completed to proceed to the 
vouching of other types of transaction. This 
latter approach appears to resemble more closely 
the normal procedure in this country, although 
there is no suggestion that test-checking methods 
might be used. 

The author of the article comes down strongly 
for the second method, since, he says, it enables 
the auditor to concentrate his attention om one 
type of transaction, and so to bring to light any 
irregularities. He quotes from one of his ex- 
periences where, while engaged in this kind of 
vouching, he observed that the numbering of 
the vouchers appeared to be completely arbitrary. 
Investgation of the voucher register revealed 
that a number of the vouchers had not been 
recorded, and had been given false numbers. 
Further investigation revealed that there had 
been misappropriation of materials and, to quote 
Mr Seleznev, ‘the matter led to judicial pro- 
ceedings’. 

Mr Seleznev then goes on to discuss the 
objects of an audit. He makes the point that an 


auditor should avoid working to a pattern, but 
should plan each audit according to the circum- 
stances of the case. He contrasts two organiza- 
tions, the first where there is no accounting 
control over the functions of the concern, and 
the second where all the necessary controls have 
been set up, but these reveal that the concern 


has been overspending, or failing to turn out, 


its product economically. 

In the first case, it is necessary to pay a great 
deal of attention to all aspects of the organization, 
but in the second attention must be concentrated 


on the reasons for the losses revealed by the 


records. In other words, the audit must become 
a management audit. The author makes the 
point that an auditor’s job is not completed when 
he has verified all the entries in the books, since 
these may not reveal many of the deficiencies and 
irregularities that act as a brake on the progress 
of the concern. He also urges that the auditor 
should make every effort to discuss the work of 


the concern with managers, foremen and workers, 


so that he can learn of any deficiencies in the 
records, which checking the books alone cannot 
reveal. | 


Another View 
In a letter appearing in a later edition of 
Buchgaltersky Uchet, Mr S. D. Kozyndo replied 
that many auditors are hampered by a lack of 
co-operation on the part of the organizations 
which have to be audited — a heart-cry that is 
occasionally heard in this country, tool The 


auditor’s task, he says, is not only to detect short- 


comings and deficiencies, but to foresee them, 
and to assist the staff of the concerns to so 
organize their work that malpractices and defal- 
cations cannot occur. 

While agreeing with the first contributor that 
the auditor must not only check the entries in 
the books, but also criticize the financial results 
achieved, Mr Kozyndo lays great emphasis on 
the value of the advice that the auditor can give 
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in the methods of keeping records and ir. 


errors, and it is in this field that he feels th 
can be of the greatest value to the concern. 

From the foregoing it would appear that the 
problems of the Soviet auditor are riot dis- 
similar to those in this country, and that com- 
parable discussions as to the objects and scope 
of an audit are carried on in the U.S.S.R. 
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“BALANCING CHARGES | ^. 
TR PRACTICAL POINTS DISCUSSED | 
by T. Ji SOPHIAN ` 


ERE a taxpayer is entitled to arinual 

| \ j allowances in respect of machinery or 

plant-he would, of course, have 

seceived an initial allowance òn their purchasė 

orice — and’ replaces them with new machinery 

ind plant, the question. of balancing allowances 

x balancing charges, according to the ¢ircum- 
stances, will arise. 

Whether the. case is one ok a balancing 
allowance or a balancing charge will ‘depend, in 
substance, on whether the resale price of the old 
machinery and plant falls short of, or exceeds, the 
relieved balance of the M ds pütchase price; 
‘or example: 





Original purchase price of old BE 2,000 
e" £C 
Initial allowance. .. . -| 400 ` 
Annual EE (to date) 5000 
s a te. tais goo 
E 
aiwa balance £1,100 


In this case no tax relief of any sort has yet 
een obtained in respect of the £1,100, which is 
jart of the purchase price of £2,000, relief having 
»een given, to date, only to the extent of {goo. 

Therefore, if the resale price'of the old plant is 
ess than fi; 100, a balancing allowance will be 
ranted by way of further relief. On the other 
and, if the old plant realizes on the resale more 
han f 100, the excess will be the subject of a 
valancing charge, thus: 








o9 £ A 
Original purchase price of plant 2,000 . 
" Allowances (initial and eme m 
to date ; goo 
. Price realized on ea of slant 1,500 
Unrelieved balance (in respect 
of which no tax relief has been ` 
_ obtained) - I,100 
se of excess relief . £400 


| Accordingly a bus charge in respect of 
he excess of £400 would be made. 


Purchase of New Plant | 
Assume that the taxpayer in the above example 


* 


purchases new plant fof a sum of £3,000. How 
is this balancing charge of £400 to be dealt with? 
Under Section 296 (1) of the Income Tax 
Act, 1952, where machinery or plant is replaced 
and a balancing charge has arisen, the taxpayer 
may, by written notice to the surveyor, exercise 
the right of election conferred on him by ‘sub- 
section (1). This -election varies according to 
whether or not the amount of the balancing 
charge is greater or less than the KE 
incurred 1 in the hew PUR ! i 
Balancing Charge. Greater than, Price 
of New Plant (Option Exercised urider `, 
| Section 296 (0). i m 
Where the amount of the balancing charge, that i is 
to say, the amount in respect of which the balanc- 
ing charge arises, is greater than the purchase price 
of the new plant, then, if the above option is 
exercised, the balancing charge will be made 
only on the difference between the two sums; but 
in-that event no allowance of any sort, whether 
initial or annual or balancing, will be granted. in 
respect of the purchase price of the new w plant. 


Example (option exercised): ccr. 


Balancing charge on old plant . .1,000 
Price of new plant ....  .. |, .. 1 400 
| | . ` Ges 


The existing balancing "-— will be seduced! 
and the amount on which the charge will now be 
made will be {600. The taxpayer, however, 
will not be entitled to claim the initial allowance 
or any annual, or balancing, allowance in respect 
of the purchase price. of the new plant (Section 
29° (1) (ii). | "P 
Resale of New Plant 


That is not the end of the story. Under para- 
graph (iii) of Section 296 (1) (a), when the new 
plant itself is ultimately resold, ‘in considering 
whether any, and if so what, balancing charge 
falls to be made in respect of the expenditure on 
the mew machinery or plant, there shall- be 
deemed to have been made in respect of that 
expenditure an initial allowance equal to the full 
amount of that expenditure": [my italics]. 
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Example (option exercised): ` £ 
Original price of new plant: E Sen 
in substitution of the old) TG 400 
Price realized « on resale of the See GE 
^ plant ' . 200) "` 
Notional ihitial allowance (under L600 
Section 296 (1) (o) e in da d 
of new plant . 400 


Accordingly, a balancing: haige would be 
made in respect of the difference oen £400 
and £600) of £200. ` E M 


Balancing Charge e: To or Less Than 
Price of New Plant 
But now suppose that the balancing charge that 
has arisen in respect of the old bnt: is equal to ot 
less than the price of the new plarit, and that the 
option under Section 296 (1) has been exercised. 
In such circumstances paragraph (b) of Section 
296 (1) provides that the balancing charge is not to 
be made at all. Further, sub-paragraph (ii) of Sec- 
tion 296 (1) (b) provides that. the initial allowance 
and any annual allowance in respect. of the purchase 


price of the new plantis to be calculated ‘as if . 
the expenditure had been reduced by the amount, . 


on which the charge would: haye been made’. 


Example (option exercised): a £ 
Purchase price of new plant. .. 
Balancing charge in respect of old plant 
Amount of notional reduction of price of 

new plant (£2,000 — £1,500) 
Initial allowance: on: notionally ` 

reduced price^of new pent 

I/sth of the £500 — ... .. 4109 . 
Annual allowance (rst year).on ` 
. same, $ of £500 dd wx 325 


ag 

DEE ouis reducéd initial and annual 
allowances. calculated in the manner: indicated 
above would be granted. 

Suppose now that the: flew plant is fésold, The 
position: will then.be.governed: by sub-paragraph 
(iii) of Section 296 (xy (bof the Income ‘Tax Act, 
— 1952. 
sidering whether;any.and if.so-what.balancing. 
allowance or balancing charge (it will be observed 
that the corresponding sub-paragraph: (iii) of 


ve Me 


z ti 
27 ` we , . - 1. D ` Ke . 
wet bs o wee i 


paragraph, (a) refers only to a balancing charge): 
is to be mide in respect! of the néw' plant; the’ 


initial allowance granted in respect thereof ‘shall 
be deemed to have been increased by an amount 
equal to the amount on which the charge would” 
have been made’ [my ‘italics]. 
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l i Total of allowances for Gem of 


"This sub-paragraph provides that in con- 
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eee 


peert 


allowances in respect of the new DM is to be 
restored upon the resale of the new plant, and 
the ensuing balancing allowances or balancing 
charges are to be calculated as if tbe initial 
allowance on the new plant when it was originally 
purchased had been calculated on its full, and not 
on its notionally reduced, purchase price. 


Example (option exercised under Section 296 (1)): 
Thus going back to the last example. £ 


Purchase price of new plant >.. -» - 2,000 
Balancing charge in respect of old plant 1,500 
Initial ‘allowance ‘on mofionally ff 
reduced price (£500) of new |  "-— 
plant I100 o 
. Annual allowance (1st year) o on — "' 


such o E price 125 


: 225 
Adi -Balaricing Se which. e 
would have been made us 


“Total 


1,500 





ved 13225 


a 


balancing ` charges or allowances on 
resale of new: plant: £225 (total of 
allowances granted)-+ £1,500 (notional 
increase of initial allowance) . «351,228 
If, therefore, the new plant was resold at the end 
of the first year, in' calculating the balancing 


allowance or balancing charge that might arise, 


the unrelievéd balance would be £2,000— £1,725 
— £275. It would not be £2,000—£225 =£1;775: 
In other words it would be Kg tav ourapie to m 
taxpayer. . ` ) 
` Position where Election is not Exercised | 

As already stated, the taxpayer enjoys the option 
of adopting the machinery of. Section 296. of the 
Income Tax Act, 1952, for.the purpose of carrying 
forward an: outstanding balancing. charge. On the 
other hand, if he does: not- exercise it, each 
transaction with regard to the: old and the: new 
purchase will be treated independently. : 


When the old plant i is sold, the EEN i 


the balancing charge y will be made quite ind 


‘ently ofthe. new’ purchase; and similarly with 


regard to’ the ‘new plant, the ‘initial and annual 
allowances in respect of the latter will be 
calculated without reference to any previous 
purcliase or any outstanding ‘balancing charge 
arising on the resale of the old plant (or machinery). 


~ 
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WORK STUDY AS AN AID TO. ^ HS 
EFFECTIVE COSTING—1 | .- d Sr 


^. by GL. PAGE, B.Sc., A.M.I.Mech.E. 


Jf. BY cn 9m 


Managing Director, National Union of Manufacturers Advisory Service, Ltd, 2-7 


LTHOUGH work study and cost accountancy 
can both claim to have been part of the 
4,’ A apparatus of modern’ management for about 
the same length of time, cost’ accountancy, until 
comparatively recently, had gone much further’ in 
obtaining general recognition. (Indeed, due to the 
achievements of The Institute of Cost and Works 
Accountants, this recognition 
has endowed qualified cost ac- 
countants with virtually profes- 
sional status.) In this country, 
at least, work study has only 
come into a EE promin- 
ence within recent years, and. 
even now no organization aimed 
at establishing a professional 
corps or defining the techniques 
of work study, can yet claim to 
have achieved a nationally recog- ` 
nized status, i i 
Yet, while the form and con- } 
sistency of work study techniques 148 
y still.be somewhat contro-- MAE 
versial subjects, there is little M 
disposition to challenge the claim. 
that work study can -achieve 
striking improvements: in pro-. § 
ductivity. It would be interesting , MEM 
to know how many firms have PE 
applied, or how many employees EMI 
have been subject to the applica- ` 
tion of work study. That its- 
growth has been considerable, 
there can be little doubt but 
even 80, it seems likely that only a small proportion 
of industry has yet experienced its impact. Moreover, 
it seems to lave been regarded in many quarters as 
an isolated activity which, whatever it may achieve 
for productivity, had no significant. bearing upon 
other functions of management. It is to be. hoped 
that this outlook will undergo a.radical change in the 
future and that it will be realized that work study, 
properly integrated with the more traditional func- 
tions of management, has a major contribution to 
make in promoting higher standards of management 
erformance. 
is therefore appropriate that we should consider 
the relationship between -work study and. costing. 
This paper does not pretend to offer a- ‘conclusive 
exposition of this relationship, but merely to outline 
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fairly well-known applications of wok: sfudý. to 
labour costing and to suggest some extension “of 
these, in the hope that it will provide a focus, which 
may assist those participating in this session to make 
a contribution from their own thought and experience. 
If this paper seems to have somewhat of an 
engineering flavour, it is hoped that this will not 
. lessen its interest for those who 
are concerned with non-engin- 
eering industries; but perhaps 
: the reason. should be given. | 
Different industries: tend to 
have their own special mode of 
costing: the textile , industry, 
footwear, chemical, printing and 
so forth. Moreover, the costing 
process required ‘to meet the 
æ needs of a mass-production in- 
#4) dustry or a process industry will 
vary from that designed for 
batch-production industry. 
Since the preponderance of 
manufacturing industry is of a 
batch-production character, and 
since the engineering industry 
‘probably represents the most 
‘complex type of batch-produc- 
tion, this paper is written from 
the vi int of the costing 
problems of batch-production 
Si engineering. It ST equally 
d well apply, for example, to the 
furniture ‘industry. The claim 
for complexity rests upon facts 
such as the wide variety of machine tools and processes 
used in a typical engineering works, their versatility 
in terms of their capacity-.to produce an infinite 
variety of components; and.the typical build-up of an 
engineering product made up of hundreds or even 
thousands of separate components brought together 
first as sub-assemblies, and then by the combination 
of sub-assemblies and separate component pas built 
up into the final SE 


' The Field of Work Study 


It is generally accepfed in management circles today 
that the field of work study comprises two distinct 
but closely related techniques: method ‘study’ and 
‘work measurement’. 

Method study is a systematic analysis of methods 
of working and of production organization in order 
to establish the most economical ‘method of per- 
forming a task, and to-achieve a high standard of 
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the term productive.resources. . MES 
The function of work méasurement is to determine. 
the work content, expressed-in standard time uni," 
of operations and processes. The agency by which the 
work is done — the subject of the measurement — may 
be labour or it may be plant, or a combination of both. 
The work content is usually expressed in terms of 
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co-ordination of the-various factors Mos Gre a 


. . . Labour Cost Controls ` I "T 
' ‘Industrial consultants who have done much to 
promote the application- of: work ‘study: in industry; 


"saw the advantage of applying this principle tüproduc- - 


tion statistics, It was also the foundation of their 
technique of labour productivity measurement, which 
wan used through the medium of ‘reference period 
reports’ to demonstrate to their clients the percentage 


the. standard time (minutes. of hours) required to  increase.in output and. the financial. consequences 


produce unit quantity of .physical output. | 

Under the: generally. accepted conventions of work ^ 
study the, standard time, for- reasons óufside the. 
scope of this paper, is not identical with the time the . 
operation. SE take. The unit of work content.. 
most widely used, is the standard minute, being a unit 
of work euch that, under specified conditions usually 
associated with some incentive form: of payment, 
an output ‘equivalent. to i standard minutes pe 
hour can be expected. -- 


as cT — 


It is not-of significarit. importance, from the point 


a. H 


of view of work measurement, that a particular group 
of operatives or machines may achieve an output of ~ 
more or less than '80-standard minutes per bor, 
What is important is that the unit of work derived, 
from study on quite different operations and. pio- -` 
cesses should have comparable:value in.terms of EE 
consumption of plant or labour resources. , | 
The ‘nature of himan activity ‘is’ not, of course,’ 


features 


„resulting from their application of work study. The 
term, "labour cost. control" is generally applied to the 
. presentation iof. production statistics based on work 
measurement. The form which these controls take 
does not follow a standard pattern, but their main 
are described below: ' 

Examples in Appendix I Ge illustrate three 


‘statements which, sometimes associated with further 


detailed ‘“statements;, provide regular reports for 


" management — from foreman level to top management 
__-of production achievements and shortcomings. Each 


labour cost control refers to a unified section or 
department of production. | 


NM uon ; Prodüctiyity Cónirol.. 

“This statement may be in the form of a control pre- 
` pared on a daily basis for each week, and summarized 
on a weekly basis for. each quarter. It is built: up from 
"records of output of the individual. operatives of 


such as.to. „permit scientific standards of measurement... each section.: The:versionw: illustrated in the appendix | 


analogous to the measurement of physical character- 
istics, such as weight, length, current, etc. Work 
measurement is always subject to some error, the . 
extent of which can never be precisely stated. This 
error is comparable to the notion of ‘experimental " 
error in science. ‘The error may be small in some | 
forms of work, greater in others; nevertheless, work 
measurement, for- all ite obvious faults,- provides a- 


more- reliable means of establishing a standard time ` 


for a task than any other method = if, there i8 ahy. 
other way deserving. of the title ‘method’. 


Before work is actually measured, the proper con- ~~ 


ditions for doing it and the most economical way of 
doing it within limits imposed by prevailing circum- 
stances, should have been established. Providing this 
is done, and the work measurement procedures are 
well organized and applied, the work content. of 
practically all productive work can be measured in 
terms of work units or standard minutes; itrespéctive- 
of the variety in operatives, operations or peo. 
studied. 

From the’ 'atándpoint of production and cost. 
statistics, this means that-output in terms of physical 
quantities of unlike parts or products can be evaluated ` 
in terms of a common factor. It is, in fact, a metering 


process applied to production; a metering process .. 


which provides , production. indices more, universal 
and of greater reliability than, say, tonnage, yardage, 
piece-work-value,-actual labour hours, or ang of the 
other commonly used forms of measuring output, ` 
The ‘only exception, pérhaps, being the rare case of. 
a firm producing one homogeneous product.: - - 


is a simplified form and the notes explain the purpose 
of the various columns. In more elaborate versions all ` 
forms of lost time, such as waiting time, rectification, 
„apd machine breakdowns are analysed. The ‘ output — 
standard minutes’ column is the standard -value of 
- strictly productive work only and is therefore a true 
measure of cr e 


X n Cost Statement .. 


"The weekly cost statement: shows: the actual cost of 
«direct and. indirect labour, per unit of productive 


2 won: It is derived from the: direct and indirect 
_ payroll for the week, divided by the output for the. : 
` week in standard minutes. When the section ‘is first 


applied on work study, a standard cost per unit of 
work is established and subsequently revised as 


changes occur. The cost statement therefore shows 


the difference between the actual and standard cost 


‘of the week’s-output, = aay be shown either i in 


- t o mo o 


T f ey 
ze Lé 


e Wes  Excéss Costs 


This statement ‘analyses the difference’ between 


‘actual and standard costs for the week's output, in 
terms of contributory causes. 

It is difficult to substantiate a claim that a proat, 
tion unit is operating. efficiently, in the.absence of 


existence, ofa predeterinined stándard, opd a Know- 


— ledge of actual achievement, little is. gained unless. the. 
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^ reliable knowledge of what it is actually achieving as. 
‘compared: with" some predetermined. and objective 
standard of achievement. Furthermore, given the 


- 


March:9th; 1957 ACCOUNTANT. 263 


CUPIDE I uua To UE "Aag Mg - cc CL E 
|. LABOUR COST CONTROLS Roc y E xs a 


These examples are not Reale Se any, S pud uhr system. of labour’ cost controls; nor. are hes —À recommended 
in the precise form shown. They are merely intended. to illustrate | some aspecte of: the p of work Md to pro- 
ductivity statistica mid costing. `- 


- - - e 2 
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"Weakly Totals ... S | 
1. Productive output E? only the standard minutes Goma for productive E performed is in CH 


accordance with a standard method: specification. "e l 2 

2. Attendance hours are total hours worked by direct labour. D e e Led 
"i A, Non-productive hours refer to setting-up time, changing over jobs; etë, "or: 
T 4- Day-work hours refer to time spent on work for which no:standard times'exiat, ` eae 

"5. Lost time hours refer to time lost due to delays, rectification, etc. . fats tan 
6. Output per hour (standard minutes) in the productivity of the department. measured in terms of ‘ 

productive work only. 
7. Operative perforniance is similar to 6, but gives crédit for non-bioductivo a and lost timé not attributable - 


eer to the operatives. . "D l ni 





^" WEEKLY COST STATEMENT . . 
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causes of variance can be analysed and remedied. In 
industries where production is diversified — and this 
is.surely the majority — the existence of statements of 
this type is essential for efficient control. of pro- 
ductivity. 

The application of work study frequently brings 
about striking improvements in productivity. In many 
cases this is to a substantial extent due to the fact 
that the means of productivity measurement are 
built into the technique of work study. It enables 
_the improvement to be positively demonstrated, while 
the labour cost controls enable management to know 
whether that improvement is being maintained or 
improved, and if not to take remedial action. The 
production statistics provide a measure of the 
effectiveness of departments and help the super- 
visors to maintain their efficiency. The cost state- 
ments keep production management informed as to 
what production is costing. Summarized and simpli- 
fied versions of the cost statements keep top manage- 
ment in touch with trénds. 

It is probably true to say, however, that in many 
firms using.work study and costing, the statistics 
provided by labour cost controls do not link up with 
cost information provided by the cost department. 
The labour cost controls may be prepared by the 
work study department or by the wages department, 


but there may be no point of contact between these- 


cost statements which reveal average costs of produc- 
tion, and cost information which establishes product 
costs and stock and work in progress inventories. 


This is an anomalous position - one which has no. 


doubt been rectified by some progressive companies, 
Unfortunately, there 1s little published information 
on how the production arid cost statistics of work 
study can be integrated with the processes of.con- 
ventional costing. When this need 1s filled, the value 
of work study integrated with costing will be more 
readily oo eetve m and enable both to eee 
more to efféctivé management. | 


Costing - 


The function of costing is to measure and account ` 


for the consumption of tangible resources employed 
in business operations. Measurement may be applied 
in various. ways: to the consumption of resources 
over a specified period of time, such as the financial 
year or a 
production of components or end-products. 

Diverse resources are employed in manufacture, 
for example direct materials, direct labour and 
various kinds of indirect: charges such as fuel and 
power, non-productive labour and the categories of 
charges commonly grouped under, overheads. In 
order that these diverse resources can be expressed 
in terms of a common denominator, costing measures 
their consumption ultimately in monetary terms. 


Except ‘in cases of rare simplicity, true. total costs. ' 


can never. be established because resources which 
are not directly consumed in the production pro- 


cesses can only be apportioned to product costs or ` 
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a four-week period; to consumption: in the - 
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to cost centres on an arbitrary basis. "This applies, 
for example, to service departments such as main- 
tenance or inspection, works management functions ` 
such as production control and work study. or rent, 

rates and insurance. 

Furthermore, costing can only angle its processes 
of measurement to tangible resources. Thus in the 
human factor there is an element of depreciation — 
human beings wear out just like machines — and 
provision must be made for the renewal and con- 
tinuity of the labour force and of the executive staff. 
'They represent an intangible asset which is literally 
priceless. 

Historical Moins. as opposed to standard costing 
and budgetary control, is concerned with establishing 
the costs incurred either in past periods.or on com- 
pleted parts and products. Since there can be no 
assurance that the conditions which governed these 
costs will be exactly repeated at some future date, 
historical costing is of doubtful value, either as a 
basis for establishing future costs or for pin-pointing 
excessive costs. 
` In standard costing, standard costs for cost centres 

and for costs of parts and products are laid down as a 
basis for future costs, so that these cari subsequently 
be compared with the standards in order to disclose 
variances, 

Where historical costs apply, the only demand 
which the cost department makes upon production 
management and service departments, is that they- 
shall supply records of the consumption of labour 
and materials suitable to use ag cost processing data. 

In the case of standard costing, on the other hand, 
the co-operation of management and production 
departments is necessary in compiling the standards 
upon which these costs shall be based. It is difficult 
to see how any system of standard costing could 


. have any validity, if the process of determining the 


standards were left exclusively to the cost department. 
Standard costs do, or at any rate should, establish 


. Standards of achievement — the highest practicable 


level of achievement in relation to the existing capital 
and labour resources of the business. Unless this 
principle is accepted, standards are not only useless, 
they may induce a dangerous state of complacency 
when used as yardsticks of business and production 
performance. 

. There are three distinct phases in the establish- 
ment of standard costs. These are: 

(1) Specification. 

(2) Measurement of quantities. 

(3) Measurement of values (monetary). 


This can be illustrated in the application of standard. 
costs to prime costs of production, i.e. direct materials 
and direct labour. 


Specification 


fe The product must be specified and where it is 
made up of a multiplicity of parts, the parts 

i incorporated in it must be. scheduled. 
. (ii) The&e.component parts must be specified both 
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individually and, where applicable, as sub- 
assemblies. 

(iii) The materials of which the component parts of 
the product are made must be specified. 

(iv) The sequence of manufacturing processes, the 
machines, tools and. fixtures employed in the 
manufacture of each individual part must be 
specified. 

(v) The method of performing each operation on 
each part must be specified in detail. 

These several specifications are the responsibility 
of the design department, the production planning 
department, and the work study department, each 
carrying the final responsibility within its own 
‘sphere, but all working together in liaison; Their 
combined task in this connection can be summed up 
as being to lay down specifications which will ensure 
the production of a. product of the required perform- 
ance and quality with the minimum consumption of 
resources of material and labour. 


Measurement of Quantities 


In the determination of the quantity of resources 
employed in the manufacture of the product accord- 
ing to its various specifications: 


(a) the design department will have stipulated the 
quantities of the different components in the product 
in parts and assembly schedules; 

(b) the design department or the planning depart- 

“ment (depending upon the practice of the particular 
firm) will determine the standard’ quantities of 
materials to be used in the ae of the 
separate parts; 
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(c) the work study department will establish the 
standard time for the performance of the operations 
required for the manufacturing of the product. These 
standard times constitute, in effect, the work content 
(measured usually in terms of labour but in some 
cases in terms of machine capacity) of the various 
operations. 


Measurement of Value (Monetary) 


It is the function of the cost department to establish 
the standard costs using the basic information pro- 
vided by the other management functions. These 
are the various specifications of the product and 
what goes into it, and the quantities, in physical 
terms, of the resources of material and labour em- 
bodied in the manufacture of the product; the 
material prices and labour rates supplied by the 
purchasing department and the wages office. Thus 
we see that many management activities are de- 


‘ployed in the preparation of standard costs, and the 


keenness and competitiveness of the resulting stand- 
ards will depend largely upon how ably and effectively 
these departments carry out their part in the prepara- 
tion of the standards. 

But the- cost department is also responsible for 
ascertaining actual product costs. The way in which 
that portion of product costs concerned with labour 
costing is carried out will be entirely different, where 
work study is co-ordinated with costing, from that 
usually found where historical costing methods are 
used. These differences are discussed in the two 
succeeding sections of this paper. 


(To be concluded.) 


Weekly Notes 


The Association’s Examination Results 


There were 1,785 candidates for the December 1956 
examinations of The Association of Certified and 
Corporate Accountants, and the results now an- 
nounced show that 482 were successful. 

In Section I of the Final thére were 646 candi- 
dates, of whom 133 (20:6 per cent) passed, the First 
Placé being awarded to Mr F. Culpan, of Halifax, 
The Second Place was awarded to Mr A. W. G. 
Smith, of Hornchurch, and the Third Place to 
Mr K. Hayden, of Berkhanisted. | 

In Section II, 117 candidates (27.6 per cent) 
passed and 307 failed. The First Place and Prize 
was awarded to Mr R. J. Jack, of Newcastle upon 
Tyne, the Second Place to Mr H. Green, of Leeds, 
and the Third Place was shared by Mr K. J: Clarke, 
of Jersey, and Mr C. E. Moore, of London. 

There were 622 candidates for the Intermediate 
examination of whom 189 (30:4 per cent) passed and 
433 failed, the First Place and Prize being awarded 
to Mr R. Chapman, of Sheffield. In the Preliminary 
examination, 43 candidates out of 93 (46:2 per ERES 
were successful. 


NL 
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The names of the successful candidates in both 
sections of the Final, together with a full summary of 
the results, appear elsewhere in this issue. 


The F.B.I. and the Budget 


The Federation of British Industries has published a 
booklet! in which it reproduces two memoranda, one 
sent in February 1957 to the present Chancellor of 
the Exchequer, and oné sent in November 1956 to 
his predecessor. Both deal with the coming Budget 
and Finance Bill; the November. one advocates a 
number of technical changes in the tax laws, the 
other sets out the policy changes considered to be 
essential. The economic outlook underlying these 
suggestions is contained in another booklet published 
by the Federation, Britain's: Economic Problems and 
Policies.* 

In the February memorandum the Federation 
stresses the need to encourage productive investment 
and advocates a resumption of the investment allow- 





1 The Budget, 1957, from the Federation’s ae ay Tothill 
Street, SW1. 2s 6d net 


3 See The Accountant, March and, 1957, page 235. 
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ances, backdated to the date of their sus 

increased in amount so as to help meet 
caused by à fall in the value of moñéy. At the -same 
time a flat rate of profits tax, not exceeding € pe 


suspen tind : 


savings the memorandum suggésts ‘the: reduction “of -` 


tax on the higher income ranges: and points out | 


incidentally that many of the higher-paid éxecutives - 


are emigrating to countries whére the tax arden, ig 
- “causing substantial changes in the ecónomic climate 


less severe. SC e 

The November Ge is. a tessefalls- 
reasotied argument for removing ‘certain anomaliés 
in the system of direct taxation and largely follows 


the recommendations made by. the. ‘Royal Com: 


mission, although going somewhat farther in. certain” 
respects. It also renews the attack on the preserit 
law relating to the assets basis of valuing shares left by 
persons in control of companies, with its consequent 
increase in the burden of estate duty on business? men. 


The Trend of Earnings 


At the end of last week the Ministry c of Labour and 
National Service issued provisional figures for average 
weekly earnings to manual workers based on the latest 
of their half-yearly inquiries. These relate to the last 
pay week in October 1956 and cover approximately 
seven million workers. They show that average weekly 
in all the industries covered inclusive. of. 
bonuses and overtime and before deduction of income 
tax amounted to {10 os od. This was about 1$ per cent ` 
higher (han. (he average for April 1956 and 7 per cent " 
higher than in October 1955. Over the year ending ` 
October 1956 there was a slight decline.in the aver 
weekly hours worked from’ 46: d to 46:6, and i 
accounts for the fact that the rise in average earnings, 
was slightly less than that i in wage rates which rose by. 
74 per cent over the yeär:` `` 

The rise in the retail price index i in:1956 was only 
34 per cent and the rise in earnings thus represents. 
the biggest improvement in real standards of living ` 


that has occurred in any of the last five years. More- 


over this was not achieved at the expense of any. 
appreciable increase in unemployment," since the ` 
average number unemployed in 1956 7 was - 287,129, 
compared with 264,500 i in 1955. 


Distributive and: Service Trades Ingiitry ` 

The first annual inquiry into distributive and service. . 
trades is being made-this year by the Board of ‘Trade... 
who, on March 1st, sent out forms: to about 35,000 
companies in these trades requiring them to make a 
return of their stocks and capital expenditure (and 


sales, if engaged mainly in retailing) for the year. 1956. ` 


The cómpanies are drawn from a wide range of . 
trades, including wholesale and retail distribution, 
catering (restaurants, hótels, public houses), laundries 
and dry-cleaners, entertainments and sport, transport 
and communications and property owning. Manu-. 
facturing industry, for which information of this 
nature is already available each year from the annual 
census of production; is not included. 
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The purpose of the: inquiry is to obtain : more 
selle information on the demands made on the 
‘country’s resources by businesses in the distributive -Ț 
‘and* service trades for capital expenditure and for 
stock: building. In these trades, the total value of 
"Stocks: held is estimated to be about £2,000 million 
and the’ annual amount spent on buildings and equip- 
‘tent about £250 million. As outlays on stocks and 
“capital - ‘expenditure are liable to | decina widely, 


and in the balance of payments, it is:important for 
the. ‘Government to have reliable EES as a 
guide e economic policy. ae 


me 
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Recovery. in the Motor Industry i: 


In recent weeks there have been some rather móre 
encouraging reports regarding production of motor 
vehicles. Since the new Victor car and the new range 
of Bedford trucks were introduced, Vauxhall have 
` been able to re-employ some 1,200 of the: 1,900 men 
laid off last year and other companies have been able . 
to redüce the amount of short-time working. At the 
end of last week; the Austin Motor Co announced 
plans.to expand. their production by half due to 
growing demand for the A35 and orders for the new 
Ass. Total orders for the latter already amounted to 
£14 million for delivery up to July of which £84 
million represent export orders. It is proposed to 
work a full night shift of about 1,500 workers for the 
first time for more than twelve months. This shift - 
“will be made up, initially, of men from Che: day shift, 
but: it: is- expected that over the next few .xionths 
_ there. will. be vacancies for several hundred more 
"workers, | 

- This improvement must, however, be viewed in 
the light of. events.during 1956. In the early part of 
"the year as a result of a fall in exports, and of the 
restrictions imposed on home sales, production of 
cars fell by about 20 per cent. This was followed by 
‘a further serious decline following- the Suez crisis. 
There was a small recovery in- output in December 
following the relaxation of hire-purchase: conditions .. 
. and a further rise in January, but output in January 
1957 was still only about 60 per cent of that in 


ae Wd Ca : 
uU e the recovery is in part due to improved 


export sales, particularly to North American markets, 
it appears to have been based very largely on increased 
. sales of small ears due. to petrol rationing... In the 
longer term the outlook will depend very: largely on 
the, line.taken by the. Government regarding hire- 
purchase - ‘sales when petrol rationing ends. n the 
whole it seems unlikely that any large increase in 
home ‘market sales will be encouraged unless there. 
is a correspon rise in export sales, Under present 
conditions this will not be easy to achieve. Owing'to 
petrol rationing in Europe, the output of the German 
car industry fell in December for the first time for 
.over four years, This is expected to result in a further 
intensification of German competition. in i ad 
markets. - 


wn 
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General investment business in the stock-markets 
remains restricted. Cheaper money tendencies pre- 
vent any set back in prices but the continued flow of 
new issues means strong competition for investment 
funds. The market is now facing the £40 million 
Steel Company of Wales operation, for which lists 
open and close next Thursday. This is the biggest 
equity issue ever to be made here. - 


Dormati Long j 
It is evident that shareholders in the steel com- 
panies have the question of renationalization of the 
industry much in mind and the subject has been éx- 
amined by the company chairmen at the annual 
meetings. Sir Ellis Hunter, the chairman and 
managing director of Dorman, Long & Co Ltd, 
whose accounts we reprint this week, assured his 
shareholders that the board had considered the point 
put to them that a higher dividend might favourably 
effect the amount o compensation payable if the 
State took over again. 

In his reply, Sir Ellis undoubtedly stood on firm 
dirus The company, he pointed out is purely a 

ding company and has no trading activities. It 

has eight principal trading. subsidiaries; the Steel, 
Bridge & Engineering, and Chemicals subsidiaries, 
Redpath, Brown & Co, Tees Side Bridge & Engineer- 
ing Works, British Structural Steel Co, Dorman 
Long (Africa), and Dorman Long (Rhodes) 


Safeguards 


Sir Ellis pointed out dia Dorman Paus (Steel Ltd 
would be the only one of these eight subsidiaries to’ 


be affected in the everit of renationalization. 'T'he 
Steel subsidiary is wholly-owned so there is no market 


de otation, he said, which could be used to.prejudice. 
e basis of compensation for that company. Its’ 


value depended on its assets and earning capacity 
and there was no reason why variations-in the rate 
of dividend paid by Dorman, Long & Co; as the parent 
company, should affect compensation payable for 
the steel company. 

"The parent company’s interests in the event of 


renationalization, Sir Ellis continued, had been - 


safeguarded. All the advances made by the parent to 
the steel subsidiary would become repayable to the 
parent company which would then, in accordance 
with its obligations, repay the unsecured loan stock and 
the amount outstanding from the Finance Corporation 
for Industry Ltd. Dorman, Long & Co Ltd would be 
left with, its other subsidiaries and would be entitled 
to compensation for Dorman Long (Steel) Ltd. 


Resolution Defeated ` 

The fact that Dorman, Long & Co has wid no more 
dividend than the minimum 8 per cent, which was 
the prospect held out when the shares were sold to 
the public in 1955, appears to have bitten deep 
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with: eege shareholders, Geess dnd there was 
sufficient ‘demonstration of this feeling at the meeting 
for a defeat of the resolution for the adoption of the 
report and accounts on a ‘show of ‘hands. ` 

A poll.was demanded but on an intimation from, 
Sir Ellis that the board had received 8,809 proxies 
representing 2,689,005 shares in their favour and only. 
four proxies representing 450 shares against, it was 
agreed to:regard the accounts as.having been adopted. 

From there the scene changed to the corres- 
pondence columns of the Préss where a number of 
shareholders claimed that Sir Ellis must have been 
wrong in his proxy figures. "They themselves had 
lodged proxies against the adoption of the accounts 
for sufficient shares as to cast doubt on his figures of 
450 shares against. 

And as the correspondence continued, it ee 
evident that the proxy forms sent out by the- board 
were only ‘one way’ and that some shareholders had 
altered the ‘one way’ proxy to place their vote ‘against’ 
instead of ‘for’ the dividend resolution, "E the 
result that the proxy was made invalid. 


Dividend Limitation ? 
This was a matter of shareholder ignorance for 
which the board could hardly be held responsible 


and in any case, there appeared to be no question of 
it affecting the final result. Regarding the proxy 


. itself, the Stock Exchange requires from companies 2 
i seeking a quotation, an: unde 
"proxies shall be provided but only when the pro- 


that 'two way' 


posals are on matters not of a routine nature. And 
resolutions on accounts and dividend are within the 
normal routine of. company administration. 

Unfortunately, Dorman Long stepped off on the 
wrong foot last year, its first after the return to private 
ownership. The 1955 report stated that arrangements 
with the Finance Corporation for Industry . td for 
unsecured advances up to {15 million ‘were based on 
the continuation, for the time, of the ordinary 
dividend at the existing rate and the retention in the 
business of the balance of available profits’. 

And that, it was felt, was a form of dividend limita- 
tion which had not been disclosed in the terms of the 
public offer for sale of the shares. Sir Ellis last year 
strongly denied any such undertaking but has still 
to explain what the statement in the report did mean. 


Money Market 


The discount market’s bid for Treasury bills was 
raised to £99 on March rst, and with outside com- 
petition still keen, the average rate was cut back to 
£4 os o-78d per cent, the lowest for nineteen months. 
Applications totalled -£407,335,000 and the market 
obtained co per cent of the £220 million of bills 
offered and allotted. This week’s offer is £230 million 
against maturities of £220 million. TUM 
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Hannay v. C.I.R. ' 
In the Court of Session (Inner House) 
November 28th, 1956 


i (Before Tur Lorp Prestbent (Lord CLYDE), 
Lord Carmont, Lord RussELL and Lord Sorn) 


Surtax — Settlement on children - Income to charities 
till eldest. child attained 21 — ‘Annuities to children 
attaining 27 — Distribution of assets on youngest child 
att 25'— Whether intermediate balance of income 
disposed of — Finance Act, 1938, Section 38 (3). 

The appellant and his wife made a settlement in 
favour of their four children, the eldest of whom 
attained 21 years of. age on April 16th, 1952. The 
Settlement deed expressed. the intention that the 
trustees should hold the trust assets and the income 
thereof for.the purposes thereinafter expressed. 

. -Until the’ first of, the children attained 21 the 

trustees were to pay the whole of the trust income to 
charities. As each child attained 21, he was to be paid 
an annuity of {250 until the day when the youngest 
; child attained the age of 25 years or, married. On that 
event occurring the trustees were to sell and distribute 
sufficient of the trust assets to enable them to divide 
£60,000 equally among the children and to distribute 
the remaining trust assets among charities. 

The Inland Revenue contended that the whole of 
_. the balance of the trust income.for 1932-53; which 
was in fact paid to. charities, was income of the 

m quens on the ground that it was undisposed of by 

' the settlement deed and there was a resulting trust 
thereof to the appellant. | 


‘Held, that this contention was correct. 


Peter Pan (Coats) Ltd v.. CLR. 


as the Court of Session (Inner House) 
Dj November 28th, 1956 


(Before "Tae Lord Prestpent (Lord CLYDE), 
Lord"CanMoNwr, Lord RussgLL and Lord Sorn) ` 


Surtax — Undistributed income of company — Require- 


ment of bank as to disposal of surplus — Whether 


statements in stated case contentions or facts — -Finance 
Act, 1922, Section 21. 


A direction under Section 21 ie the Pines Act, 
1922, was: made on the company for its accounting 
period ended March . igth,. 1950. The company 
appealéd first to the Special Commissioners, and 
then to the Board of Referees, who decided that the 
company had not‘distributed a reasonable part of its 
income for the period. The company appealed to the 
Court of Session against. this decision. 

When the case, first came before the Court of 


Session: both parties: alleged that the facts were not - 
setvout ‘in the stated case. in. sufficient detail, and the. ` 
Court remitted..the stated case to the Board 'of. 


E 


Referees for amplification. The Board stated a supple- 
mental case in which reference was made to an 
arrangement between the company, its bank and 
another company requiring that amounts at the 
company’s credit in excess of its normal current 
requirements should be transferred to the account of 
the other company, which was in debit. The Inland 
Revenue argued that this part of the supplemental 
case was stating a coritention put ee on behalf 


it was a statement of fact found by the Board. . . 
The Court remitted the case back to the Board BE 
Referees for a finding on this issue. 


C.LR. v. Patrick Thomson Ltd ` 
- C.LR. v. J. & R. Allan Ltd 
C.I.R. v. Pettigrew & Stephens Ltd 
In the Court of Session (Inner House) 
. December 7tb, 1956 
(Before THe Lorp PRESIDENT (Lord. CLYDE), sni" 
CaRMONT, Lord RussELL and Lord Sorn) 
Income tax — Computation. of trading profits — Com: 
pensation for loss of office — Liquidation of company — 
Whether sum deductible — Finance Act, 1926, Section 


EM 


„of the company, while: the latter contended that^ 


32 -— Income Tax Act, 1945, Section I7- deser? 


Tax Act, 1952, Sections I37 (2), 145 (2). 


- The first réspondent was a wholly-owned sub- 
sidiary of the Scottish Drapery Corporation Ltd. In . 
September 1952, the House of Fraser Ltd acquired : 
all the shares in the Scottish Drapery Corporation 
Ltd. The first respondent had previously been 
negotiating with its - ing director for a néw 
service agreement the main heads of which were 
settled in March 1951. The actual agreement was 
made in August 1952, and under it the mana 
director was to serve the first respondent for five 
years from January 31st, 1951. The policy of the 
Scottish Drapery Corporation Ltd had been to 
confer on the managing director of each subsidiary 
virtually complete control of the management of the 
busiriess, while the policy of the House of Fraser Ltd 
was centralization. 

After’ the Housé of Fraser Ltd had. ‘obtained 
control, an agreement was made, in December 
1952, terminating the managing director’s service . 
e in consideration of the payment of a sum 

£3,000 to him. On January 3oth, 1953, the first 


respondent was put into liquidation, and the £3,009__ 


was charged against profits in its profit and loss 
account for the accounting period ended January 
3oth, 1953. After the liquidation trading Pune 


to be carried on at the samé place as before. 


It was coritended by the appellants that the £3; 000 
was not paid wholly and exclusively for the p 


of the respondent’s trade, as that trade had to ‘be 


Ld 
= 
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taken to have come to an end be the liquidation of: 
the company in.the following month; and that, 
therefore, the benefit of thé termination of the 
managing director's sérvice agreement. was a benefit 
of the House of Fraser Ltd. For the first respondent 
it was contended that, as the trade continued after 
the liquidation, the ayment was for the benefit of 
that trade and was therefore deductible; and that in 
any event it.did not affect the issue that the benefit 
of the contract might enure to another. The pec 
Commissioners decided in favour of the company. 

Held, that the Special Commissioners! decision was 
Correct and that the payment was deductible. The 
main issue and the decision in the case of each of the 
other respondents were ‘the same. 


(€ LR. p. South Georgia Co Ltd 
In the Court of Sessiori (Inner House) 
December 7th, 1956 
(Before "THE Lorp Presrpenr (Lord CLYDE), 
Lord CaRMONT, Lord RussELE and Lord Sorn) 
Profits tax — Distribution charge — Distributions exceed- 
ing trading profits — Amount of net relevant distribution 
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— Finance Act, 1937, Section 19, Schedule 4, para- 
graphs I, 7: (1), (1) (a) - SM Act, 1947, Sections 
30; 32 (.34(2. —- 

: The respondent company carried: on the business 
of whaling and during the chargeable accounting 
Zeg ended October 31st, 1953, incurred a trading 

oss of £602,000. During the same period the company 
received franked investment income of £272,000, and 
paid £181,000 in dividends. 

The Inland Revenue made a distribution charge on 
the company in respect of the £181,000, and con- 
tended that the case was governed by the proviso to 
Section 34 (2) of the Finance Act, 1947. In support of 
this contention the Inland Revenue argued that the 
[272,000 should be: deducted from the. loss of 
£602,000; that the resulting amount of £330, 000 
should be taken to be a nil profit; and that, as 
[181,000 was more than nil, the proviso applied. 
The Special Commissioners rejectéd this argument, 
and discharged the assessment on the ground that 
the word ‘profits’ could not be regarded as including 
a minus sui. ` 


Held, that the Special Commissioriers? decision 
was correct. , mE 


THE. PROPOSED. INTEGRATION SCHEME 
|. MORE LETTERS FROM READERS 


e 


SIR, + - Have "those who ask for registration and 
closure of the accountancy profession considered how 
to define the profession for this purpose? The Vice- 
President of the Institute referred the other day to 
the draft Bills which were under consideration for 
Pup years and said that: TN 
- "The draft Bille then under consideration woda 
have had the double purpose of providing for the 
regulation of the profession and for its closing 
against Ee accountants by Act of Parlia- 
ment? - 
. The ‘Institute booklet . General e and 
Syllabus of Examinations describes the work of the 
profession under eight headings: Auditing, Account- 
aticy, Special Company Work; Taxation, Investiga- 
tions, Executors and Trustees, Management Ac- 
counting ‘and Other Activities, Apart from auditing 
of accounts of companies and other statutory bodies, 
how many of the services described under those 
headings are services of which practising. accountants 
could expect Parliament to grant them a monopoly? 
If Parliament required exceptions {as it would be 
bound todo) in favour of many of these ‘services 
_-which are also within the province of lawyers, banks, 
financial and industrial .consultants, estate: agents, 
ex-Inland Revenue .officials and- others, would the 
surviving definition be adequate to enable registra- 
tion to achieve its objects in relation: to. thé whole 
profession of accountancy as ee by. profes- 
sional accountants generally? One gathers that in 
1950, the: professional. accountancy bodies were re: 


luctantly forced to the conclusion that PER a 
definition would not be adequate for the purpose: 
Alternatively, is registration to be extended far 
beyond the ranks of professional accountants to 
include all those in other professions and occupations 
who are competent to perform, or collaborate in the 
performance of, particular services which are also 
extensively provided by accountancy practitioners? 
In.that event, would registration achieve. its pur- 
poses, i.e. regulation of the profession of accountancy 
and its closing against unqualified accountants by 
Act of Parliament? 

To me these appear to be almost insoluble mee 
lems. If solutions can be found, well and good. In 
the meantime I am convinced that, without in any 
way prejudicing those solutions, useful progress 
can be made towards creating a much clearer and 
stronger distinction in the ‘public mind between 
those who are well qualified to conduct a general 
‘accountancy practice and those who are not. I regard 
as the requisite qualifications the passing of examina- 
tions of a high.standard such as those set by the 
Chartered Institutes and the Society, coupled with 
service under articles with a practitioner similarly 
qualified; and I would want those . qualifications 
identified exclusively with a single title, preferably 
‘Chartered: Accountant’. 

Since the present integration scheme represents a 
major step in the direction of those aims, I support 
it ccu un . Yours faithfully, 

; Së? CORNELIUS- (FCA). : 
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SIR,.—T'he mote .L.hear.and:read of the: proposed 
scheme of integration, the greater.are my doubte.that 
it will.lead -to.anything-but.a later and more bitter 
argument A and- when d. acheme to integrate with 
the. Association is.put forward.. .- - 

i; I£ integration. with the: Association is not achieved, 
the. Joint Standi 
President's speech, would presumably be: the logical 
body-..to speak- for ‘the’ profession in any- future 
discussions on; the registration, of. the profession. If 
this proves. -to. be- the .case,.the integration of -the 
Society and: tie m will have been unneces- 


Would it: it not es wiset to await the; results of the 
proposed. discussions, with .the. Association - before 
committing ourselves to a ‘first PD Kaes may: lead 
nowhere? : 

-Lam not convinced that. acceptance « or Sm e 
the present proposals can have any material effect 
on/'public interest’. I do not think there is any danger 
that the Council of the Institute would regard re- 
jection as.a vote of no confidence. It is possible that 
rejection by ‘the. members of the. Institute might be 
SE ded as a rebuff.by members of the Society. 

y members of. the Institute. appear reluctant to 
vote for, -the - proposals — of those present at.-the 
Festival-Hall meeting, about 50 per cent voted in 
favour, about to per cent against, and about 40 per 
cent abstained from voting... 

- X believe,that, whether the peels are accepted 
or rejected at this stage, there will be later cause for 

t,.if- the Counci do not take suitable. steps to 
held the proposals. in. suspense until the next ‘steps’ 
can be more clearly seen.and doubters like myself cari 
be convinced that integration is n and desir- 
able for the general public, the pretension generally 


ae ane: Institute and Society: "` 
"EE $ Yours faithfully, ` et ` 
Londin, Ka E HALLIWELL, A. c. A 


Ge NS a ics articled cleri ; might e 
permitted to: express his opinion on a certain ias 
of. the-proposed-integratior scheme. 

iT should very much like to know why the Council 
of. the-Institute..have such faith in' the system of 
‘service under articles’? ‘The whole purpose of articles 
is that the principal should ‘personally supervise and 
give guidance, to^the. articled clerk. In how many 
offices can this idea be said-to be wholeheartedly 
adhéred to? I, personally, have yet to meet an articled 
clerk who benefited st-all from the help of his 
principal, because in nearly all cases that heni is non- 
existent. 

- To illustrate this, I should like to quote my own 
case. 

J have been articled now for nearly four years, and 
in that time my- principal. has never even had one 
word. with me regarding my studies or the 
which I am receiving. Indeed, when I took the form, 
to..sit for the.Intermediate examination, into his 
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office for him to.sign,-he looked: at me: in ‘surprise 
and said, ‘Are: you articled to mei and: on: confirm 
ation of this be said, " It's the. Final you are 

isn't it?^; What an. example of ‘personal. supervision’. 
He did-not know. that -I was articled to-him, and did 
not. even: know. which examination. I -was-.due to take: 
And I.am:not alone in this, for: I know, very well, at 
least six others who have neyer received any interest 
or, encouragement from their principals. I. think the 
Council :should realize: that.‘their: Utopian: idea. is 
non-existent except for a. relatively Sei? number OF 
offices,:which are mainly situated: a London, 

- The above situation mugbt be tolerable,. pam 
if a salary was received, for the work that an articled 
clerk does, in the office where I am, is exactly the .. 
same as any other audit clerk. Whereas the des 
clerk receives payment for his services, what does 
the articled clerk get? Nothing, save a 'pittance' 
which is all spent on bus and.tram fares, and other ` 
necessities. 

. The Council should therefore ‘either “abolish the 
system of ‘service under articles’ or make the payment 
of a dran? to an articled clerk compulsory. _ " 


- Yours faithfully, 
| NEGLECTED. 


Sm, - "Thae are two reasons why I should like to 
draw the attention of your readers to the manner in 
which the proposed integration of the Institute and . 
the Society will affect Incorporated, Accountants in 
South Africa, The-first'is that there are more Incor- 
porated Accountants in. South "Africa than in. any. 
country except the United Kingdom. The second is 
that, since I have occupied-the chair-of accounting 
at the University of the Witwatersrand, . I- have 
personally persuaded a large number of prospective 
accountants tọ- serve articles with firms who could 
give them. both Incorporated and. South , African 
articles and have..encouraged.-a large number. of 
students to continue their studies after passing the 
Final examination of the South African Accountants’ 
Societies’ General Examining Board so as to qualify 
as Incorporated Accountants. 

- In terms of the arrangement between the Institute 
and the Society, the. majority -of members. of the 
Society. in South Africa will continue to use the 
designation , of Incorporated . Accountant. This is a 
designation which is.at present well respected i in the 
Union but.there can. be little doubt that it will. not 
be long before it loses most of its prestige. . This, 
however, is only a minor. respect in which members 
of the Society in-South Africa will be prejudiced 
by the adoption of the scheme. What is more import- ` 
ant.is that many of them obtained the additional 
qualification in case they should ever wish to EES 
from South Africa. 

Until recently, an Incorporated Accountant who 
qualified in South Africa could have set up in 
practice in the United Kingdom:.on a footing of 
complete equality with those. who, qualified- in the 
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United Kingdom. If the scheme is adopted, however, 
while he will be able to set up in practice, he will be 
. regarded as an inferior member of. the Institute and 
one not fit to-train. articled clerks. "This: must un- 
doubtedly detract from his status in the éyes.of the 
public. If he. wishes. to. attain.the status.of an Ásso- 
ciate-or Fellow of the Institute, be ban to serve a 
further three years in the-United Kingdom and; if he 


is one:of those. who-has passed ole (he modified or 


special Final examination of the Society, he: must, 
in addition, write the. complete Final examination 
either of the Socie 
qualified in South - for-more than twenty years 
by writing ‘the torplete - ‘Final examination -of- the 
--Society, practically all those who are likely to want 
to go to. the United Kingdom will. find themselves 
in this position, 

I cannot help wondering what the reaction of tlie 
Institute w be if the authorities in South Africa 
declined to allow immigrants from the- United 
Kingdom the privilege of training articled clerks 
until they had served for threé years in this country 


and passed-the Final examination conducted- by our’ 


Public Accountants’ and Auditors’ Board. I cannot 
help feeling that they would consider that they were 
being done an injustice. Some years ago, when 
legislation was introduced to prevent accountants in 
South Africa from practising in partnership -with 


accountants overseas in the names of the overseas: 


, the Institute sent out a representative to give 
évidence regarding the desirability of continuing these. 
partnerships. It now transpires that many of the 
accountants in South Africa who are partners in 
these overseas firms would, if they went to: the 
United Kingdom, be regarded by the Institute itself 
rius pene ey qualified to. train’ articled: 


I do‘not Eus whether it is generally realized i in 


the United Kingdom hat, for the last twenty years: 


or more, all Incorporated: Accountants have become 
members of the Society as a second qualification 
. after they have already become entitled to join one 
“of the South African chartered societies, Some of 
them have incurred considerable expense in order to 
obtain this second: qualification. Some have agreed 
to serve articles at smaller salaries than they would 
otherwise have been able to obtain, only because the 
principals who offered the smaller salaries were in a: 
position to offer them both Incorporated and: South 
African articles. They have incurred expenditure on 
additional tuition ‘fees, examination fees and, sub- 
sequently, entrance fees and subscriptions to. the 
Society. They have had to- spend ‘considerable 
periods of time in additional study. It now appears 
that the Council: of the Society recommends that 
they should be given à status: inferior’ to that of 
members who qualified in the Wnited Kingdom. 
Can these people be said to gain-on balance? I ‘do 
not think so. At a meeting in Johanriesburg it was 
suggested that the only consideration "which -might 
lead South African members of the Society to vote 
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for the adoptioit of the-schemé would be a sense of 
generosity.-to- their fellow ‘members in.the United 
Kingdoml. A scheme -where ‘some members of a 
Society are given rights different from others does 
not seem to me to e ethical. I am: got even suré 
whether it is legal 'and it is quite possible that, if 
application were to be- made to. Court, the Society 
old e restrained from proceeding with its plans. 

But it is not the effect of the an scheme of 
integration on present members - e Society in 
South Africa which concerns me as pa as thé 
future of the-profession: as X whole. If.the scheme 
goes through anyone who wishes to qualify as an 
áccountant-'and. who wishes to have the right to 
practise in the United’ Kingdom on an equal footing 
with other práctitioners there will have to serve his 
articles and write his examinations in the United 
Kingdom: I cannot believe that this is in the interests 
of the profession. I believe that there should be somé 
form of reciprocity-whereby accountants qualifying 
in one country: shotild be able to practise their pro- 
feasion in other countries in the Commonwealth. 
At present, any Chartered or Incorporated Account- 
ant who qualifies in thé United Kingdom is’ per- 
mitted to practise and train articled clerks in South 
Africa, provided he. passes an examination in the 
law of the Union. -This I ‘as a reasonable 
condition and, as a great deal of the law of South 
Africa is based on the law of the United Kingdom; 
it is.one which is not likely to cause anyone from the 


. United Kingdom any embarrassment. I would have 


no objection if a:similar condition were imposed on a 
South African wishing :to practise in the -United 
Kingdom. I feel that in the past the Society has, by 
making it possible for: prospettive accountants to 
qualify outside-^the -United Kingdom, -fulfilled a 
much needed want. There has been no question of 
competition between the’Society and the South 
African chartered societies as, by arrangement, no 
one lias for the last twenty itted to 
write the Society's Final examination until he has 
first qualified. for. entrance to: one of. the South 
African chartered societies, If the Society is dissolved, 
and if it becomes: impossible. for -anyone from: the 
dominions.to practise with full rights in the United 
Kingdom, it-will, in my opinion, do much to strain 
relationships between “accountants in the- United 
Ve and South Africa. - Aes : 


eae GK Youis faithfully; i D. 
| ^B. B, J S. WIMBLE, 6.4.(8.4.), PSA-À, 

| Professor of Accounting; " 

ju UNIVERSITY OP WITWATERSRAND: , 


“Newer = * 


6, 


Sir, = Menibers of? the’ Institute’ may -now have 
received the printed- verbatim: ft of the pro- 
ceedings ‘of the meeting at: the Festival Hali -ön 
February 19th, at which-I spied: many strangers. It 
ay perhap ‘be observed that there-was no check on 
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members attending the Ge which Was uy open 
ta. the publie.. - =.. 


i, Phe. President opened by annonae. an silective 
guillotine on-the discussion of thé scheme whith had 
n the Council two years to prepare. 


" Stripped of ‘its clichés and platitudes, the explari- 
atüry memorandum, as prepared .by its “script 
wiiters, leaves the bare appeal to members of the 
Institute to: condone and then support the actions of 
the Council in its negotiations with the Society for 
which it’ had no specific mandate, destroying the 
protection of the rights and privileges granted i in the 
Charter of 1880. ` 

' Questions from SE brought the admission, 
first that there was significant failure to integrate the 
Scottish and Irish Institutes with that of our Institute 
of England and: Wales — where is the ‘one’ voice’? — 
and secondly, that the Council of the Society in their 
understandable self-interest, with hopeful anticipation 
of the Institute’s gift, had wisely declined to negotiate 
for-their integration with the Association. 


Mr F. M. Gilliat of Manchester, Mr G. N. Hunter, 
of. Leeds, and Mr E. A. Harris, of Bristol, briefly but 
very ably expressed the case for the opposition. 
Some: of the supporters of the scheme just could not 
‘take it’ and Mr L. W. Robson, properly declaring 
himself a member of the Council, was conveniently at 
hand and in reserve to defend the Council which had 
already had every opportunity of submitting its case 
with supporting campaigns in the Provinces. He 
admitted that the ce did not have the unanimous 
i of all the:members of the Council. ere 

e minority report?) In his attempt to stifle the 
opposition, the strength of which evidently shook him, 
he ‘exposed his weakness by his attack on the ‘Man- 
chester school’ in particular and the opposition in 
general whom he accused of opposing the scheme 
pues on grounds of self-interest, - 

: The Vice-President, Mr Lawson, in his c opening 
EEN had given. the ‘reasons for the breakdown. in 
the negotiations for an enabling Bill. At the close of 
the. meeting when a speaker suggested a. closed 
profession with a national register similar to the 
dental profession, he chose not to make any comment 
although he must. know very well that our profession 
can never: be E like the dental RES and 
is not comparab 

Five of the-many client points which were raised 
were left without a satisfactory answer: 


(1) Closed profession: neither the Vice-President nor 
bus lieutenant, Mr Robson, could or would satis- 
factorily answer members' queries on this point. 


(2) Public interest: Mr Robson laboured this cliché 
to his own defeat when he failed to illustrate, let 

'"- alone prove how, or in what way, the so-called 
a ‘public, interest’? would benefit by this scheme. 


7 D Minority report: the majority of the Council 
.have.denied members the right to see or hear the 
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. opposition case of the. small but. couragéous 

. minority of the Council who; must hold: very 

.' Strong convictions. The verbatim report of the | 
short meeting is.all we are to have; © - È. 

(4) Articled clerks: members with articled clerks 
' rfust find the solution of their own moral respon- 
sibilities and may be compelled to find the legal 


. solution. 


. (5) Benefit to members: Honk: just slow confiscation 
... Of members’ rights ge PEOETESSIVE dilution of 
: the profession. = ... a P 


K cannot avoid the E impression that a - 
majority of the Council (who decline to circulate the 
minority report of the Council) will exercise every" 
possible pressure to compel the acceptance of the 
scheme, even if some members are induced to vote 
for it under a misdirection of the facts, which would 
leave the suggested new integrated' Council to control 
thé very WE position which the scheme 
creates. 

There is strong indication from letters already 
published that the requisite two-thirds majority may 
not be attained on a full poll which will include 
Provincial and other members who did not. attend 
the meeting. | 

Despite Mr Robson's condemnstion I am entitled 
to oppose any attempt to confiscate any of the rights 
to which I have properly succeeded as a member of 


the Institute in pus for more than thirty-five- 


Ge years; í 
Yours faithfully, - 


London, EC2. ORT. TIPLADY, SOA 


Ges More than one enean. át the Festival Hall 
meeting referred to the ‘public interest’, and. Mr 
L. W. Robson, a member of the Council, said it ought 
to be put in capital letters. Neither Mr Robson nor 
any other speaker atternpted to explain: how .the 
public interest would be served by the proposed 
scheme of.integration. Presumably they. envisage that 
an extension of the work of the Taxation and Research 
Committee :and its counterpart in the Association 
will be stimulated by the elimination of the se GC 
existence of.the Society and that there will 
increase in accounting standards. The recent history 
of the two bodies hardly supports this view. 

. In the late 1930s, shorty before the war, the 
Society. issued certain e on matters of 
interest to the business community and these received 
a considerable amount of publicity. This caused. a 
certain amount of unrest amongst the members of 
the Institute and one often heard.it asked why the— 
Society was allowed to 'steal all the thunder' and what 
was our Council doing. A few years latér, in 1942, the 
Council set up the Taxation and Financial Relations 
Committee and the Institute's. Recommendations and 
other documents began to flow. These have had a 
very great influence on the general standard of the 
profession.and on company law. We have now got so 


March 9th,:1957 


accustomed.to these activities that we tend to forget 


that it all began so recently. But would it have started. 
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at all if the .Sociéty, ifree from: the: inhibitions that. 


attach to the Institute as the | body, had not 
‘chanced its arm’ and so stimulated the members and 
through them the Council of the Institute? 

Is not the profession more likely to lose Some. 
if the Institute is deprived of the friendly.rivalry of 
the Society which, like | a younger brother, ‘can and 


does take more risks'in its activities as, for-instance, à ' 


few years ago on a subject of Ee for 
inflation. 

But there is iubar aspect to which Mr G. p. 
Stevens referred at the meeting, the question asto 
"qualifications, of auditors for the purpose of Parlia- 


o, eh 
H 


effect of the scheme could be the creation of one body 
for the whole profession. It may result in the inte- 
gration of the Institute, Society and Association, but 


. merely by doing 
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adopted an aftitüde of superiónty towards the ‘non=. 
articled staff. All the audit clerks in the office had 
exactly the same;training, but the,articled clerks or 
their fathers. had paid-a. premium’ for. the privilege, 

while: the rest, for: financial reasons, had. not. T e 
training consisted of. learning. empirically. during 
office -hours and, studying at hore. opd attending 
classes’andlectures in “the: evenings: The-office hours 
were 9 a.m. to 6 p.m,~with a lunch break of 45 
minutes — on- Mondays. to.Fridays, and from 9. a.m. 
t T p.m. on:Saturdáys;.and:no.Saturdáys off. AIt thé 
audit clerks, whether articled or not, were trained 
the yaried opd interesting work of 


the office, and they had no other training. The only. 


privilege. extended to the articled clerks was a 
mentary Bills. That-would be a strong point if the " 


that would.be a great stimulus to large increases in - 
membership of other bodies of accountants and the ` 
birth of new ones. It would not. be long before’. 


Parliament would be troubled by petitions from 


numerous bodies, of which it has not yet heard, to : 


be considered as guaranteeing a satisfactory standard 


of members, for inclusion in legislation referring to.’ 
appointment of auditors. There can be no end to this | 
process so long as it rémains impossible to close the 


‘failure to secure passage of the 


profession. T 


s SEDE Bill demonstrates Row Lu 


it 18. 

Yours. faithfully, - SE 1 
F. M. GILLIAT, F.C.A. E 

Sm, — E an: accountant with fifty-three years 

in the profession and. thirty-five years in public | 


Manchester. 


^ 


ae . foreign ship 
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months’ leave. of absence” ‘immediately before the 
examinations: The.samé, conditions prevail*in“most 
Se offices to this day — so why all the talk of 
supposed superiority. of the training of one class 
of- t ck over another? In theory an. atticled clerk is 
supposed to have a better: training Chan g non-articled 
clerk, but with. some. Ge this. is: not s0 in 
practice. Sa 
The. work of many ' practising accountants, adore 
particularly in Small coats and country districts, but 
also in large towns aid Cities, consists largely of small 
audits, the writing-up: of traders’ books,:the prepara- 
tionzof accounts from: "incomplete. records, and tax- 
ation work. They never deal with company ‘flotations, 
amalgamations,. reconstructions, or.liquidations; deeds 
of arran ement, “bankruptcies: or ` receiverships; 
ers’ accounts; méchanized. accountancy; 


and. have little, executorship work. N evertheless, 


- these practitioners accept articled clerks. What train- 


F 


practice may hèlp to remove some misconceptions . 


about the training of Chartered as compared with 
Incorporated’ Accountants, . and the. training of 
articled as compared with: non-articled clerks, and 
particularly that of the Society’s bye-law candidates. 
Unbiased accountants of experience will 
the training 
ants is identical except for the comparatively small 
number of Incorporated men -who trained in the 
treasurers’ offices of public bodies or local authorities; 


mainly for specialized work, and althougli-they passed: ` 


— 


ee that - 
of Chartered and Incorporated Account. ' 


the usual examinations few, if any, of them are in: 


eneral practice, nor are they likely to be in the 
ture. 
The adequacy or inadequacy of the training of the 
non-articled clerk may be Judged . by that of a typical 
Society bye-law candidate. Continuous service for 


nine hard years (that was the period in those days). 
in the offices of a first-class firm of Chartered. 
Accountants before being allowed to:sit for the Final: 


examination of the Society. This was the full Final 
and was r ized by those C.A.s who were familiar 
with both as the equal of the Institute Final. There 


were four-articled clerks in the office, none of whom: 


' ing does a clerk get in such an office? Accountants 
' who-have interviewed qualified men for staff jobs will 
| know the answer to that question, and they can also 
assess the worth of those who, at the other extreme, 
have’ béer-trained on the Olympian -heights ‘when 
it comes: to thé varied ee work of CN busy 
office. : 

After long TE E T with dcċountants of both 
designations (whether practising, or on ‘accountants’ 
staffa, or in industry), one. that. neither- can 
claim to be superior to the other: merely because of 
the letters after his Game, and there is something of 
the Pharisee about those who make such a claim. The 
Councils of the three Institutes and of the Society are 
convinced that integration is for the ultimate benefit 
of the profession generally, but ít ia possible that the 
swallowing of the Society by the Institute will deprive’ 
the profession of considerable drive and enthusiasm, 
or as The Times said (quoting from memory). ‘the 
élan of incorporated accountancy may:be lost to the 
profession’. 

+ -You have given. a selection of the views of .your 
many correspondents with. impartiality, and:it is to 
be regretted that some of them show such a biased 
and unrealistic outlook. -` 
SC .'.. Yours faithfully, 
.ELDERLY F. S.A. A. 
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SIR, At the meeting of the Institute op February 


rgth, which I attended. but refrained from speaking, . 


the Vice-President said, that no alternative proposals 
had been made by those offering criticism in the 
professional Press. May I, therefore, make one? 


I cannot help feeling that the ‘decision not to 
admit municipal and overseas Society members as: 


Chartered Accountants by reason of their not having 
had appropriate professional experience, though 
important in principle, is none the less somewhat 
academic; for of the 2,065 members of the Society 


concerned, it is most unlikely that more than.1o per. 


cent of these are likely to want to practice in this 
country. Moreover of the 200 odd who may wish to 
do so, the majority would seek employment in the 
profession before doing so, thereby gaining sub- 
stantially the required experience.. Does it therefore 
really matter? 

‘It does, however, seem to me that the Council 
has rathér ignored the important principle that no 
one should be admitted unless he has passed the 
Final examination set by the Institute. 'T'his has been 


the final and cardinal test for seventy-six years. Is it 


no longer of cardinal importance? How far does the 
Council ultimately intend to go in admitting persons 
through the back door? . 

The Council has put members ‘between the-devil 


and the deep blue sea'. Many of those who are in 
favour of some form of integration in principle will 


vote for the resolution with great reluctance because 
no alternative presents itself. There is an old saying 
"When in doubt, don’t’. Many of us are wondering 
whether it would be wiser to follow it rather than 
agree. ‚to clauses that are not acceptable. ` 


"Ihe alternative that I would suggest would be 
that all members of the Society should: be admitted 


to ‘the Institute as Chartered Accountants without 
exception; but not as, "FCAS or ‘A.C.A‘s’, but 


as Society members with the initials. ‘S.M.C.A.’, 


standing for ‘Society Member of the Institute of 
Chartered Accountants’ with the addition, in the 
cases to. which it would apply, of the words, in 
brackets, -"Municipal' or ‘Overseas’; indicating that 
these persons are not allowed to practice, but .pro- 
viding for the removal of this. restriction if the 
member acquires the requisite professional ex- 
perience. 

I do not claim this to be the perfect solution, it has 
the disadvantage that certain persons styled “Char- 
tered Accountants’ are not qualified to practice, but 
at least it is better than the rather odd idea of having 
a member of a chartered body described as ‘Incor- 
porated’ and preserves a record as to which. members 

passed the Institute’s examinations. 

If the resolution is defeated on a poll or by Der 
bodies, would not an alternative scheme on these 
lines be more acceptable? 


l Yours faithfully, Ss | 


Aa - K. HOSKING, aca. 
Croydon, Surrey... 
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Sir, — The opinion has frequently been expressed 
that the Council of the Institute is unmindful of the 
interests of those. members of the: Institute who are 
engaged in industry.- 
he proposed scheme for the integration of.the 

Institute and the Society has, as one. of its principal 
objectives, the aim of bringing into one body as many 
as possible of those whose qualifications are based on 
practical experience in the offices. of Ge 
accountants. 

It is perhaps worth a thought that the proposed 
scheme could be thrown out if all Chartered Account- 
ants.in commercial posts were to vote dgainst it. : 


Yours faithfully, 
Blackpool. 


F. S: DARWELL, F.c.a. 
Sir, - I fully intended to ech at the meeting “on 
February roth at the Festival Hall, but the "Red 
Dragon' was very late in arriving at Paddington; but 
I was in time to hear the speeches by Messrs F. M. 
Gilliat, G. N. Hunter, and E. G. 'Turner, who voiced 
the objections to the scheme in far better language 
than mine, so it was unnecessary to add anything. The 
last named gentleman set out the opposition's case so 
fully in the letter published in The Accountant of 
February 16th. To use a simile—if it is now the 
fashion to amalgamate or 'accept' take-over bids, 
must all of us meekly and slavishly follow because 
the promoters have spent such a lot of time con- 


sidering? — ' ` Yours faithfully, ` m 
Newport, Mon. . C. GORDON JOLLIFFE. 


Sm, — The persons most “likely to suffer from the 
obvious disadvantages attaching to the proposed 
scheme are the more recently Cer Penbe of 
the Institute and the articled clerks.. 

The former, being: members of the Tientute, are 
in a position to express their views by their votes 
but the latter cannot do so nor can the parents ef the 
articled: clerks. According to the last annual report 
of thé Institute there were 7,174 registrations. of 
articled clerks in the five years to December 31st, 
1955, as compared with a total membership of the 
Institute, on that date, of 18,772. Surely the opinion 
of these. clerks and -their parents should be sought 
and taken into account.- 

The only manner in which this can be done i is Tor 
each: principal to furnish his articled clerks with 
copies of the Institute's explanatory memorandum, 
and to draw their attention specifically to the dis- 
advantagés of the-scheme, none of which appears in 
the memorandum. 

-The principal is in a legal contractual relationship- 
to his clerks and their pårents and each contract has 
the approval of the Institute on its being registered. 
Even though the principal may not be legally bound 
to ascertain the views of the other parties to the cop- 
tract, he would appear to. be under a strong moral 
obligation: to do so before he casts his vote in: a 
manner which might affect to a very material extent 


+ 
+ 


kr 
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the main purpose of the contract, namely, to afford 
the clerk an opportunity to gain a ification at 
present only held by some 19,000 persons of whom 
. Some 2,000 are not in England and Wales. This 
qualification stands higher than that of the Society 
as is borne out by the editorialin the January issue 
of Accountancy (the journal of the Society) which 
contains the following: . - 


"The proposals mean o Some 9,000 incon 

. "ated Accountants in all can be Chartered: Account- 
ants,. for already .some.640 are members: of one of 
the “chartered bodies as well as of the Society. 
What of the other 2,000 members of the Society? 
All of them. will: be eligible for membership of The 
- Institute of Chartered Accountants į 
` Wales, with all the privileges 4 
‘membership bestows, save tha 
the designation Chartered 
be able to take articled 
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in mind that there are at present nearly 9,000 students 


of the Society, many of whom will be able to tako 
their Final examination to become Chartered 
Accountants i in two parts. 

Finally, it cannot be stressed too go “that 
thers is no. foreseeable possibility of this scheme 
leading to the unification of the profession and that 
it is no more than an amalgamation of the two bodies. 

May I, in conclusion, correct one sentence of.my 
remarks at the Festival Hall meeting, in which. Lea 
apparently misheard by your reporter. At the foot of 
column r, page 242° of your March 2nd issue, I am 
shown as saying: '. . . this is an omission which the 
Council will regret’. "This should read: ^ ` 

iscourtesy on the part of the Council 
regret.’ kee 
Yours faithfully, 
TURNER, M.C., F.C.A. ` 
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number of self-employed persons like myself, those 
of us who have reached the age of 7o aré deprived of 
the benefits of the Act (Finance Act, .1956, Section 
22 (2) O) 

-It. is- difficult to understand the justice. of- this 
restriction-in regard: to age. ‘The : following ee 
will ahow how great is that i ne - 


. Relevant i income! say:. TQ S VE 


Third - ‘Schedule, - Part-II, . ps 
` * Section 4) 


‘Income tax relief’ ‘on’ ro 125; x Si i PUE d 


., Would be <. : = 
25 . Add: . Sürtax: liability on "^ 
A 125 Ge 
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‘members’ completed application forms, together with 


a list of applicants and the money. 
The name of the holder-will.be written on the face ` 


"of each bond, which will be handed to the group 


secretary, with the list so that he or abe can copy: the, 
bond serial numibers against the relative-entries and: 
band (he respective ‘bonds to. each. group. e 
from whom a receipt should. be- obtained. =t 

- Premium Savings - Bonds čan. also” be obtained 
through’ an existing Savings group by: buying ‘zt óg 
savings stamps which can be placed. on a Premium 
Savings Bond Stamp. Card} to be exchanged i in due 
course fora £1 bond. > 

-Savinga Bond Gift Tokens at fr each, ‘which. can 
a- Post Officeor ‘Savings Bank for^ 
Bonds, can be bought by anyone 
onds as a ‘birthday op other 
one. under 16, the token’ 
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DINNER IN SHEFFIELD |. L7... 


[i 


About. -230 members and guests attended the annual 
dnner of The Sheffield:and District ‘Society of: Char- 
tered : Accountants. at The. Grand Hotel, Sheffield, op 
March rst. Mr Bernard Thomas, F;c.A., President o£ the 
Society, was in the chair, and with Mr À. S. H. Dicker, 
M.B.E., F.C.A., President of ‘The. Institute of Chartered 
Accountants i in England and Wales, received the com- 
pany. Among those present ‘were Alderman R. Neill; 
M-LMECHE: J.P: Lord ‘Mayor of Sheffield: Sir Peter 
Roberts, Bt., M.P., Master Cutler; Mr D. Y. Haggie; 
- Viéé-Preaident of the Sheffield Chamber of Cominerce; 
P. Cave, H.M. Principal Inspector of ‘Taxes; and +- 
Messrs J. Bagshaw; F.A.C.C.A. (President, Sheffield and 
District Society of Certified and Corporate Accountants J. H.. 
Booth (Registrar, T pier County Court); G Burrans 
(Chairman, Sheffield: and ` District Branch, E of 
ge A. W. Chapman, D.8C., F.R.I.C. (Registrar, Univer- 
of S ; Peter: Chapman (Assistant Editor,. ‘The 
ESCH ; E. Gooseman (Editor, ‘The Star’). imus: 
Messrs Keeble Hawson (President, Sheffield ‘District 
In ated Law Society); Paip Howe, LL.B. (Clerk. 'of-the 
Peace); F. G: Jones “(City ‘Treasurer, Sheffield); H.-A: 
Kinney, F.C.A. Ae South Eastern Society of Chartered 
Accountants); W. Kirkham, F.8.A.A. (President, ee and 
District Society of Incorporated Accountants); R. 
M.B.E., T.D., F.C.A. (President, Birmingham ud DOR 
Chartered Accountants); E. R. Longman, F.C.A. 
(President, ee Bradford and District Society of Chartered 
Accountants); W. Lyth (Editor, ‘The S. Telegraph’). 
Messrs T. A. Macfarlane, B.A., F.C.A. (President, Liverpool: 
of. Chartered Accountants); A. S: MacIver; MC. ;-B.A.! 
(Secretary, d usd of Chartered Accountants in England 
and Wales); F. S. Mowforth, F:c.a. (President, Hull” East. 
Yorkshire and Lincolnshire Soctety of C èd Accountants); 
D. Ne T.C.W.A-- (President, ‘Sheffield Branch; The 
Institute of Cost and Works Accountants); C.-L. "O'Callaghan;. 
SE en Bate EE 
ants); onour Judge e, ounty 
Court). Messrs R. À. ‘Palmer, T.D., M.A., F.C.A. (President, 
Leicestershire ‘and Northamptonshire” Society of Chartered 
Accountants); W. E. Parker, C.B.E., F.C.A. (Chairman, London 
and -District Society. of t 


Eng. and. Wales), R. 
Urquart, M.A. Oe University of Sheffield); T. 
"Vickers, F.C.1.8. (Chairman, S. and District. Branch, 


Meer dC Institute of Secretaries); Alderman W. Weston, J.P. 
ayer o 

The toast of “The City and Trades of Sheffield’, was 
proposed by Mr Haggie and the Lord Mayor replied. 


The Integration: Scheme NE 
The. ‘toast of ‘The. Institute of Chartered Accountants. 
in England and Wales’ was proposed br the, Master. 
Cutler, and in responding, Mr Dicker. spoke of ‘the. 


scheme for integrating The Society of Incorporated 


untants with the Institute. He said: 

;."1itis only natural that on this, the first possible GE 
xce^the documents - were "made public in December, I 
uld make some.reference.to the scheme for integration.: 

There have been “eighteen formal meetings. throughout 
the country since the beginning of J vei dut when preces 
tion and explanations were sought and. gi 
that period many matters of doubt must rn en Spek SH 
up and many members will have been able to come to a 
conclusion.on the policy proposed by the Council. 

“And then last week at the Royal ‘Festival Hall, Lon- 
don, after a very full'-and - discussion, some’ Bo 
per cent of: thoes: present and voting, approved- the 






' The Sheffield and District Society of Chartered Aceouiitants - 


^ e 


scheme which was incorporated’ in the formal, polation, 

. "In accordance with the notified. procedure, polling papers 
will be dispatched next ‘Monday, to Out 19,500. pb nin 
and from that time as' far as‘our Institute is concerhed, the 
matter rests, as it should do, with the members. I want to 
emphasize this responsibility, as foramany years. the Council 
of the Institute has been criticized and. Ge for turning 
down previous suggestions or.proposals of some similar 

ent with the Incorporated Society.; Make no 
mistake, therefore, that in 1957, whether the scheme i 18 OT 
is not approved, it will be the members. generally and not 
the Council who will have made the decision.’ 

” *[ have no intention, neither is this the time or place, to 
continue the discussion or to make further replies to the 
many arguments which have been put ferward against these 
proposals, but I should like to say (and although I am 

personally I hope my coll es would agree with 
me) that. I fully respect the views of e who have sincere 
conscientious objections to the scheme in general, so lo ong 
as they have formed their opinion in-an independent 
objective mind. I-am .afraidy however, that many of the 
adverse critics. have been inclined to let the immediate 
transitional effect obscure the long-term policy which has 
prompted ‘the formulation of the scheme; and“ I appeal to 
such critics to put the futare and ee nen first i in 
their. considetaudp. e eco E 


; Thé Iüstitute's Të) Standards: ` 

‘Anxiety has been expressed by some members’ as to this 
danger of the lowering of our high‘ standards. I am glad to- 
have this opportunity: of refuting: any’ such suggestion oa 
emphatically as is within my power, and of ass -those 
in doubt that the, ‘Council, taking the lon view (which, is, 
thé only -ofie to’ take) is, ‘and’ has: always ` ‘st 
opposed tó'any préposal-or negotiations which were likély 
in any way to tend to lower those high standards which are 
fundarhental to.our Institute. 

‘If those anxious ones will think carefull and objectively, 
I hope they will come to. the conclusion that one thing we 
shall be accomplishing ís'tlíat-in future years the very 

Hits of those who-will be. qualifying as professional 
SSC accountants will ‘have da 80 by accepting the same. 
high standards of training and examinations as the Institute 
of Chartered: Accountants’ has:always held as-éssenitial for" 
its members. In this way-we are not.lowering our standards 
but-opening-our door wider.to ensure the. recognition and 
satisfying of our standards to many ‘additional entrants to 
our profession. 

5 ‘Some time during next. week the: members of our 
Institute. will be studying this: RE proposal and will be. 
recording their votes. ‘Those who are quite satisfied, and 
those who may not feel any great interest one wa or the 
other, I would ask to be sure to record their votes: ó those, 
and no- doubt. there are:many of them, Who gre in doubt, -b 
would suggest that they-read most; llyp more than once. 
if necessary, that vety eor SE EE statement which waa made 


xf 


y Mr Lawson, the ident, dt the Festival Hall, and 
d: was reprodüced iri Er in‘ The Accountant of last week: 
[February 23rd issue: —Ed.]. Both-the statement and the full 


report of the Festival arta deus Biles be sent outwith the 
polling papers and I trust that these. full and. informative 
documents will enable the doubtful ones to come o agree 
with the scheme. And to those who are ‘conscientiously 
opposed ‘to the policy I: trust’ that. the: respect for. them 
which I have already mentioned will be reciprocated to all: 
those who are so’ much in favour of this great project... 

So to every member of the Institute at this very d 
moment in'our history I would says 3 BE Wë in. your ‘out- 
look and wise in your. * judgment:’.”.- le 

The: toast of "The ‘Guests’ was: Proposed: by Mr 
Thomas, ‘and Mr Cave made an excellent reply... `, 


-+ 
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SCOTTISH CHARTERED ACCOUNTANTS 
IN THE MIDLANDS ` ^ 
SECOND ANNUAL: DINNER 0 o? 


The Association: of Scottish Chartered Accountants in 
the Midlands held their second annual dinner at The 
Queen's Hotel, Birmingham, on March 1st. About 200 
members and guests were present, and were received 
by Mr William ‘A. Nicol, c.a., F.c.c.s., Chairman of 
the Association, and Mr G.I. Stewart, C. B.B., M.C., C.A., 
President, The Institute of Chartered Accountants of 
Scotland. dee 7 

'; Amóng those. attending: were Adiniral Sir Denis 
William Boyd, K.C.B., C.B.E., D.s.c., Principal of Ash- 
ridge College; Alderman J. R. Balmer, J.P.,^ Lord 
Mayor's Deputy; The Rt. Rev. J. L; Wilson, C.M.G., 
M.A., D.D., Lord: Bishop of Birmingham; Mr E. M. 
Clayson, A. C.A., Managing Director, Birmingham Post 
and Mail Ltd, and: 

-Messrs R. Adams, C.A, (Chairman, The Association of 
Scottish Chartered Accountants in London); A. S. Barnfield, 
0.3.8, (Chairman, Midland, Employers’ Mutual Assurance 
Ltd); D. H. Buchanan, r.1.B. (President, Birmingham Centre, 
Institute of Bankers); E. L. Crosbee (Lloyds Bank Ltd, 
Birmingham); S. Dixon, M.A., A.C.A. (Vice-President, Birm- 
ingham and District Society of Chartered Accountants); J. T. 
Dowling, c.a: (Vice-President,- The Institute of Chartered 
Accountants of Scotland). 

` Messrs J. Fawcett President, Birmingham District Council, 
Association of Her Majesty's Inspectors of Taxes); M. F. K. 
Fraser, M.C. (President, Birmingham and Midland Scottish 
Society); C. H. Hills, v.s.a.a. (President, Birmingham and 
District Society of Incorporated Accountants); A. W. Jeffs 
(Chairman, Birmingham Stock Exchange); E. H. V. 
McDougall (Secretary, The Institute of Chartered Account- 
ants of Scotl ; I. T. Morrow, C.A., F.C.W.A. (President, 
The Institute of ost and Works Accountants); F s Peacock 
(Chairman, Guest, Keen & Netilefolds Ltd); P. H. Vernon 
acum Birmingham Lato Society). . : 


^A City’ s Assets . 
The toast of "The City of Birmingham’ was proposed 
by. Mr E. M. Clayson, who said that the city's greatest 
asset was thatit was so easy to getout into a fine country- 
side —somiething which the people of Birmingham really 
appreciated. He went on: : 

“We have here in Birmingham a very real and valuable 
goodwill. Goodwill can be a very genuine asset and Birm- 
ingham has it to a very great degree. — 

"The Scottish accountants in these parts have paid us the 
great compliment of co to live and work among us. 
I hope that they like our city, and I hope that they will 
never give up trying to love Birmingham, for there is much 
to respect here." (Applause). 

In his reply, Alderman J. R. Balmer, representing 
the Lord Mayor, referred to the suggestion that there 
should be an-inquiry into Corporation expenditure. - 

“In local and national Government we-must always be 
most careful to preserve one of our finest traditions,’ 
Alderman ` Baler continued, ‘that is, pred di by 
elected: representatives. ^ ` 
. “There may be imperfections in our viter: (of govern- 
ment, but I would never trust one man or any body of men 
to change that system. It may be that in the course of time — 
many, many years — slight modifications and improvementa 
will take place. 

'In our lifetime we have all witnessed what happens when 
democratic government is supplanted by dictatorship by an 
individual or by a party, and God forbid that it should ever 


E 


happen here. Whatever our differences let us. determine that, 
come what may, we will always defend our dernocratic way 
of life and of government by duly elected representatives.’ 
Applause.) - ` 
. “Essentials of Leadership 

"The toast of “The Institute of Chartered ee 
of Scotland’, coupled with “The Association. of Scottish 
Chartered Accountants in the Midlands’, was proposed 
by Admiral Sir Denis Boyd, who said that it had been y 
suggested that he should speak on Oe subject of 
leadership. 

‘The whole world is crying out for leadership and a lot 
of „people are cashing-in on this to produce leaders — at a 
price,’ he said. ‘It is not a subject which you can learn and 
God forbid that I should be so impertinent to think that 1 
cam teach it, but mete are some things which can be 
mentioned." 

Commenting that one of the essentials of leadership 

was character, Admiral Boyd continued: 
- ‘From my study of leaders of men I am quite dennad 
that what attracts men to them is their admission of the 
infinite E of Man - that is, that we are bomi in the 
image of God, capable of great good.' 

^ Ability, he said, was essential to leadership and 80 
was thé capacity for ‘ communication’ — communicating ` 
your views and outlook tó other people. 


. "There is still no substitute for personal contact. ne 


i large- concerns you must personalize yourself to those under 


you ‘so that they know with whom they are dealing. 

' “The Duke of Edinburgh was recently told that ym great 
problem in industry was human relations, and the Duke 
replied: “Nonsense, that is not a problem, that is merely an 
attitude of mind” — and that is not unwise either, ~ 


' Finally, he said the other great quality that was 
needéd by leaders of men was integrity. 

Responding, Mr G. I. Stewart referred to the fact 
that many important posts were held in the business 
world by Scottish Chartered Accountants; nor, he said, 
was this the result of any accident. - 

. In the course of his speech, Mr Stewart said:- 

"You may be expecting me to make some ‘comment on | 
the discussion taking place regarding the scheme of'inte- 
gration between The. dg of Chartered Accountants 
in England and Wales and The Society of Incorporated 
Accountants: But our contention has always been that this 
is a matter between the two bodies concerned. 

‘I notice that there Has been much discussion about this 
in England. In Scotland. we have accepted it as.8 rational 
stage in the progress of the profession. 

The toast of ‘Our Guests’ was proposed by the 
Chairman, who, in the course of his remarks, said: 

‘Our Midlands Association has flourished during the past 
year and its activities have not gone unnoticed by th 
hierarchy in Edinburgh and Glasgow. A 
- “The hall-mark of a healthy association is a good team. 
Tonight’s function has only been possible by excellent ^ 
committee work, and particularly through the efforts of our 
honora secretary, Mr George Wilson, who puts in a 
tremendous amount ‘of work’ in the interests of this 
Association.’ (Applause.) 

Responding, the Bishop of ‘Birmingham said that 
there had been ‘wisdom and real E in tbe 
speeches they had heard during the evening. ! 
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iin and: Notices: GE 


PERSONAL P. soe 


LEN 


Messrs Rocke, HALL & Co, of 52 Bridge lus 


Portadown, Co. Armagh,- announce that as from 
February lt, 1957, Mr J. Ivan Davison, A.S.A.A., 
has beet taken into partnership. Mr Davison was 
articled to Mr. "pos e “HALL, F.S.A.A., and has been 
managing clerk of the firm fór some Vente The name 
of the um remains anchaaged: a " 


-PROFESSIONAL NOTES | 


-Mr W. H. Lawson, C.B.E,, B.A., F.C.A., has joined the 
board of the Bagdad Light & Power. Co- Ltd, and has 
been appointed RR in succession to Sir Kinahan 
Cornwallis. , 


SE 


Mr R. A Hodge, A.C.A., has been. appointed. a. 


director of A. R. Stenhouse & Partners (London) Ltd., 

Mr A P Jopling; A.C.A., "chairman of The Lawley 
Group Ltd, has been appointed a director of Blackburn 
& General. Aircraft Ltd. n 


Mr A..H. Champness, ACA, secretary ab The 


Sussex Brick Co Ltd, has been appointed to the board ` 


of the Sussex and Dorking United Brick Companies Ltd. 


Mr P. R. Bolding, A.C.A., ; has been’ appointed sécre- | 


evel of the Sussex & Dorking United Brick PEDE 

Mr R. B. Houle, A.C.A., has been appointed secretary 
~f Joseph Tetley & Co Ltd. 

Mr Philip Wood, a.c.a., controller of ‘Colas 
Palmolive Ltd, has "been elected: a director of the 
. company. x 

Mr D. Sladden, F.c.a., secretary of the Northampton 
Brewery Co Ltd, ban been appointed a director of the. 
company. 


THE INSTITUTE OF MUNICIPAL 
TREASURERS AND ACCOUNTANTS 
NEW CHAIRMAN OF SCOTTISH BRANCH 
Mr Ames L. Imrie, C.A., F.I.M.T.A., City Chamberlain 
-of Edinburgh, has been appointed Chairman of the 
. Scottish Branch of The Institute of Municipal 
Treasurers and Accountants for 1957-58. Mr Imrie, 
who’ has ‘served for a number.of -years; as one of the 
Institute’ s Scettish panel of examiners and for several 
years has been a member of the Council, will hold 
office ‘during the period - of . ‘the. Institute's annual 
conference, which-this' year. isi to be held i in Edinburgh 

from May 28th-3ist.°” ` 


CHARTERED ACCOUNTANTS’ 
GOLFING ‘SOCIETY 


The following fixtures. of the Chartered EE 
-Golfing Society have been arranged for 1957: 

Wood Cup: April rath, Sandy Lodge G.C. . 

Annual Meeting: May 4th-5th, Ganton G.C. 

Summer Meeting: June 21st, Worplesdon G.C. . 
Autumn Meeting: October 3rd, Swinley Forest G.C. 


Matches under handicap have been arranged with 


“Members not in Ireland 


ere = 


i THE- INSTITUTE. op CHARTERED 
` ACCOUNTANTS IN IRELAND | 
LisgoëMewpess ` - ^ = 
The m "published: List of Members of "The 
Institute of Chartered Accountants in ‘Tréland shows 
that the membership. at. August 1956 - -numbered 


1,005 — comprising, 197. "Féllows in practice, 19 


Fellows. not: in ‘practice, 124. Ássociates. in practice, 
and. 685 Associates not in: practice. This shows:an 


5. increase of 5r'in ‘the. total membership: since ‘the last 
published figure i in January 1955. 


An analysis of a ER is pon below: | 


Members in Ireland: 


Fellows in practice ' 169 lin 87; Belfast 69) - 
"Associates Hr'practice:..- IIO lin 54; Belfast A 


- Associates not in practice ` 517 ublin 241; Belfast 174) 


- Fellows in practice Dus 2 9 


. Fellows not in practice .. — .. 9 
. ., Associates in practice 


^ I5 
: Associates not in practice 166 (London 55) 


*: The new book contains the usual alphabetical and 
` topographical lists of members, woe with names 


of past presidents and members- of the Council. - 


.LONDON AND: DISTRICT SOCIETY OF 
.." CHARTERED ACCOUNTANTS 
At a meeting of the London and District Society of 


“3Chartered -Accountants to be held next Thursday at 
-+6 p.m. Dn the Oak Hall of fe Institute, Mr E. F. J. 


Plumridge, F.1.A., F.8.8., will speak on ‘Thoughta on 
investing’. 

-CITY DISCUSSION. GROUP  . 

Ih future, the City Discussion Group ‘of the London 
and District Society of Chartered Accountants will 
hold its meetings-at The Cock. and- Bottle, Laurence 
Pountney Hill, Cannon Street, EC4; on: the second 


., Wednesday of ‘each month. ‘The next meeting will be 
* held gent Wednesday, March 13th, at.6.15 p.m., witha 


discussion. on pension. schemes and the Finance Act, 
1956. New ‘members atid guests will be very welcome. 

The Honorary Secretary of the Group is Mr J. C. 
Durnin, A. C.A., 33 Victoria Street, Westminster, SWhi. 


COST ACCOUNTING IN THE 
FOOTWEAR INDUSTRY 

The Incorporated Federated Associations of Boot and 
Shoe Manufacturers of, Great Bora. and Ireland held 
a luncheon at the Connaught Rooms, Great Queen 
Street, London, WC2, on February 26th, to mark the 
publication of a new manual on' cost accounting iri the 
footwear industry.! ‘The -manual „has been prepared 
„Jointly by.the Federation. and the Research Committee 
of The Society of Incorporated Accountants, and the 
principal guest at the luncheon was Sir .Richard 
Yeabsley, C.B.E., F.8.A.A., President of The Society of 
: Incorporated Accountants. 

- In our last issue we noted the foundation. of the 
Pk Webb Cost Accounting Prize for the best thesis 
on some aspect of boot and. shoe cost or management 


the Bar and Solicitors’ Golfing Societies and other. i Masual of Cost Accounting in the -Footwear. Industry, 


matches may be fixed. 


Oxford University Press. 45s net. 
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accounting as applied to the footwear industry, and at 
the luncheon the names of the panel of judges for the 
prize were announced. They are Mr D. Bedford Smith, 
M.B.E., F.C.A., Mr George Thompson, A.S.A.A., Secretary, 
Manfield & Sons Ltd, and Mr J. V. A. Long, F.B.8.1., 
A.M.1.1.A. The subject of the first thesis is ‘Comparisons 
of alternative types and methods of footwear production 
or production units in terms of cost and efficiency’. 
Entries for the ‘prize should be between 5,000 and 
20,000 words in length and'must be submitted by 
December 3:st, 1957. Further information may be 
obtained from The- British Boot and-Shoe Ee 
3 5 College. Street, Northampton: 


THE CHARTERED AGCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The Society’s new: Library, and. Study Room at 
Spencer Housé, South Place, E.C.2 (Telephone: 
Monarch 2027), open next, Monday. 

The following meetings WR be held during next 

week beginning March; x1th: . 

Monday, 5.30 p.m., at Carton Hall: EE on 'Dig 
those crazy tax losses", by. Mr A P. Hughes, F. c. A. 
Chairman: Mr A. W. Sarsori, Cag Garg s 
_ 6.55 p.m., at Stony Stratford: Lecture on 'Liqui- 
' dation procedure'. 

Wednesday; ‘5 .30 p.m., at thé : E J ọint debate 
- with Bicinghám Students” Society on the motion 
“That television has fossilized family life’. . 

Rugby Footbal and Hockey v. Birmingham 
Students' Society. : 
Squash v; Lloyds Bank. l 

Thursday: Visit to Westminster Bank (limited nümber). 

Friday, 5.30 Dam, at the Institute: Introductory 

* course lecture on “The law of pankimg, ; by Mr P. W. 
> Medd, Barrister-at-Law. ` 


SOUTHAMPTON AND DISTRICT ` 
CHARTERED ACCOUNTANTS’ STUDENTS’ 
^ C SOCIETY 


The Seventh annual meeting of the Southampton and 
District Chartered Accountants’ Students’ Society was 
held at The Polygon Hotel, Southampton, on February 
21st, when the following officers and committee were 
elected: l 

i — President: Mr A. S. Watson, F.C.A. 

` «Chairman: Mr B. J. Westwood, A.C.A. 

`: Vice-Chairman: Mr W. C. Cull, A.C.A. 

' Hon. Secretary: Mr A. W. Fry, c/o Messrs Woolley & 
Waldron, Blue Peter House, 8/10 Portland. Terrace, 
Southampton. 

Hon. Treasurer: Mr R. A. G. Brown. 

Hon. Librarian: Mr R. Janes. 

. Hon, Auditor: Mr R. E. Gaught. e 2 

- Committee:. Messrs M. Howson-Green, A.C.A., J. 

Bromley, A.C.A, R. M. Gordon, D. Morgan, and P. E. 
Oakley-White. 
. The meeting was followed by a lecture by Mr À. S. 
Maclver, M.c., B.A., Secretary of the Institute, on 
` ‘Professional etiquette’. The attendance at the meeting 
was a record for the Society. 


CORRECTION 
In a note headed ‘Courses on Computers’ at page 171 
ot our February 9th issue, Mr D. W. Hooper, MA, 
A.C.A., was incorrectly described as Chief Accountant 
of the National Coal Board. Mr Hooper is, of course, 
the Board's Chief Organizing Accountant. . 
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OFFICE MANAGEMENT CONFERENCE 


The Glasgow and West of Scotland Branch of the 
Office Management Association is organizing a spring 
conference for executives with office management 
responsibilities at The Peebles Hydro Hotel, Peebles, 


from April 26th to 28th. The conference is open to all 


members and subscribers of the Association and to 
delegates from industry and. commerce, It has as its 


theme, ‘Selection, training and promotion in the office’, 
and the conference speaker will be Mr A W. H. 
‘Lamond, B.L., 


C.A., F.O.M.A., M.LI.A., director and 
commercial manager of Colodense Ltd, of Bristol. . 

Delegates will assemble at The Peebles Hydro Hotel 
on Friday evening, April 26th, and the opening func- 
tion will be the conference dinner, when the guest 
speaker will be Maj.-Gen. R. E. Urquhart, C.B.; D.8.0;5* 
a director of the Davy United group of companies. 
Conference sessions will take place on Saturday morn- 
ing and afternoon with the final session being held on 
Sunday. 

Further information may be obtained from the 


Conference Secretary, Mr H. Waugh, r.c.r.s., G. & J. 


Weir Ltd, Holm Foundry, Cathcart, Glasgow, S4. 


` COMPUTER © COURSES ~~ 
Courses on the. Univac I and II.computers, which 


will give a general understanding of most types of 


commercial computer, are being held at the Remington 


Band National Training Centre at Elvetham Hall, 
near Fleet, Hants, during. the coming six months. 


Further details of the courses may.be obtained from 
Remington Rand Ltd, Commonwealth House, I-19 


New Oxford Street, London, WC1. 


SEVENTY-FIVE YEARS AGO 

` From Ope Accountant or March 11TH, 1882 

Extract from a leading article entttled 
MUTILATING ACCOUNT-BOOKS 

The case of “The Queen on the prosecution of 
Robarts v. Lister,” which terminated last week by the 
withdrawal of the prosecution, affords us the oppor- 
tunity of warning students and junior members of the- 
profession against mutilating books of account by re- 


moving pages and substituting others, and also against 
erasing entries in order that fresh ones may be written 


in their place. 


When it is discovered that incorrect or improper 
entries have been made in boóks of account, their effect 


‘can be rectified either by a correcting entry or by 


ruling through the incorrect entry, the initials of the 
person responsible for the KEE being placed 
against it. 

Should these alterations be: 80 numerous as to make 
the book unsightly, it would be quite legitimate for the 
person responsible for its accuracy and general appear. 
ance, to substitute a new book with the entries pro- 
perly recorded; but in this case the old book should 
be kept as a draft, 80 that in the event of any question 
being raised as to the accuracy of the accounts in the 
new book, the original can.be produced in support. 

Under no circumstances whatever should pages be 


‘removed from books of account and fresh ones sub- 


stituted. 
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THE ASSOCIATION OF- 
CERTIFIED AND CORPORATE ACCOUNTANTS, 


Results of Examinations held in oo 1956 


` First Place: Culpan, F., Halifax. 
Second Place: Smith, A. W. G., Hornchurch. 


Ra 
NEE i M., Glasgow. 
UN ., London. 
T. Fi T ' London. 
Ambler, H. I., "London. 


Amoo-Gottiried, B . B., Manchester. 


Apps, P. G., Chessington. 
. Arkell, A. J., Southsea. 
Armitt, H. S., Liverpool. 


, Paisley. 
Bennett, K. À., London. 
Bingham, K. W., Farnborough. 
» 3X. ER Ha End. 


Breexe, 


Bn R. J., Buckhurst Hill. l 


rodermann, D Sei F., Eastcote, 
Brooman, D. J., London. 
Brown, S. G., Horley. 

Burns, M., London. 


Carmel, P., Manchester. 
Carter, R. e Middleton. 
Chung, L " London. ` 
Coldwell, A., RE 
Connell, S. F. , London. 
Connell, , London. 
Cordery, x S. Leatherhead. 
Coxon, G. A., Stoke-on-Trent. 
Crabb, L. G., London. 


Davaro; B., Leeds. 


Docking, R., York. 

Docwra, D. H,, Ss 
Donaldson, } E , Loughton. 
Durbin, J. F , London. 


ierg D., Middleton. 
ngland, S. Ke Js Kenilworth. 
Se d Is Liverpool. 


Flitter, B., London. 
Forbes, G. A., Aberdeen. 


pue 





FINAL EXAMINATION 


SECTION I 


(in alphabetical order) 


Gibbons, G., ORG 

Gilbert, H., Edgware. 

Giles, D. A. Sie i 
Goldsworthy, P. O.; Redruth. 
Goyne, G. R, St Austell. 
Gravestock, P., London. 
Grime, T. W. ; ' Bolton. 


Hampshire, E. O., Christchurch. 
g, H. SCH Romford. 


Harrison ., Stoke-on-Trent. 
Harrold, T.G ., Isleworth. 

Hay, A. , Alexandria. 
Hayward, R. F., London. 
Herric A. J., Otford. 


QR, 
He kinson, P. 'T., Newton Aycliffe. 
Holmes, R., O rpington. 
Hughes, d. W., Derby. ` 
uxtable, E. R., Chichester. 


ackson, P. H., Purle 
ohnson, R. P., Lon on. 
erdan, R. A. Wallasey. 


Kay, R., London. 
Kinnear, A. K., Burntisland. 


Lazarus, J. E., London. 

Leach, W. E. J., Alvaston. 
Leaver, E. 'T. W., Iver Heath. 
Lees, B. E Ashton-under-Lyne. 
Lees, G. W., Leek. 


Leighton, R. E., Newcastle upon 'Tyne. 


Lewis, R 

Linnell, R. W., Lincoln.. 
Logie, G. E North Shields. 
Lunt, F. G., London. 


McCarthy, D oe 
McDonald, D Glasgow. 
McLean, W. T 

Marshall, E Liverpool. 
Marshall, R. A. 
Medlam, R 
Messenger, A. T., Manchester, 
Mier-Jedrzejowicz, J. G., London. 
Mills, J. W., London. 


513 Candidates failed. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


VALUERS AND ASSESSORS: 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Telephone: Victoria 2002 (3 lines) 


Third Place: Hayden, K., Berkhamsted. 
Fourth Place: Kench, J., Sevenoaks. 


“Mitchie, E. M., Cardiff. 


Morgan, D., Bexleyheath. 


Neville, R. E., London. 
Nicholson, L. KcH Gateshead, 
Norman, R. D., London. 


Ogilvie, J. R., Errol. 
Omer, Abdalla Iman Hag, London. 
Oyelowo, A., Leeds. 


Painting, A. H, E., Gidea Park. 
Parsons, D. ZS Gillingham. 
Pearson, R. Norwich. 
Petit, F. Wo Morda. 
Phillips, I. H., St Albans. 


Quinn, C. J., London. 


Raj MN Ge D., oo 

Rea 

Redmond, "a Ge SE 

Richardson, J E., Tunbridge Wells. 
Robinson, k? Houghton-le-Spring. 


Ross, A. Mancheater. 
Russell, K. Watford. ` 


Saunders, J., pin 

Smart, H. P Birming 

Smith, H. S7 Pluckle 

Steel, A. H., RM oe 
Stent, G. T, Luton. 
Stephenson, B, Hull. 
Stephenson, R. B., Weymouth. 


Tranis, IL, London. 
Wa , Leigh-on-Sea. 
Wetton s ke en ier 


Waters, T. p eR 
Werner, E. Kä C; London. 
Williams, J. G Sa, 
Williamson, G ahaw. 
Wilson, W. J., "Liverpool. 


Young, A. E., Liverpool. 
K., Richmond. 


Young, E. 
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SECTION II : 


First Place and Prize: Jack, R. J., Newcastle upon Tyne, Second Place: Green, H., Leeds. 


D Clarke, K. Ja Jersey. 
Third Place KD C E London; 


(in alphabetical order) 


Allen, F., London. Hart, J. M., Sunbury. Olufowote, D. O., Leeds. 
Ashley, F., Kirkby-in-Ashfield. Hum E E pni S. rini re London. 
ornby, J. M., urgh. nnie, W ndon. 
Hades ipo E , Houghton, J. S., Blackpool. Orritt, J., Haakayne. 
Barnes, A. D. Darfield. dels E TER 
: ; udson, W. P., Liverpool. 
Baraa, d : ^ Pied uM Hunt A R. Bexlevheath. Peiras H, Eart Croydon. 
END . Hunt, T. J., Cranham rice, , Penzance. 
Blackwell, WW London. 3 Huit R. H, Greenford 
Bede R, E Nortivish ii aaa Hutchings, D. M., London. Roberts, A. G., Altrincham. E 
Butler, wes Askam-in-Furness. Rose, S., Stocksfield. 
Joly, C.M. Londo | E TUR reas 
Carroll, D. J., London. oily ondaon. Scarborou .; Hounslow. 
in. ohnson, M. J., Newcastle. SE W. H. M., Roding Valley. 
ae Pas end n. Johns Ai Manchester. m J. F., london CS 
Cave, M. F., Londo , 
Chaundy, A. H., Upminste Jones, J. L., Cardiff, San , J. M., London. 
Cheetham, A., St E s E be Sea. Jordan, F., Brighton. Smith, i Pa E e 
Clements, R ney oke-on-T'ren 
Clifford, P. J., Dundalk. , Spence, V. A., Belfast. 
Cooke, P: J., eam peru dee Spa, Stroud, D. F, G., Cambridge. 
Kelly, C. J., Wrexham 
Coope, G. D , Blackpool. Swanson, J.E., Newrnills. 
pe, P Kelly, P., Wexford. 
EAE Pea. cob M 
sË ' Kingston, eterborough. arr, H 
' Kirby, R., Birmingham. tre S. GË Hoddesdon 
Dolman, D. E., Wimborne. welvetree, tockport. 
Dummer, N. J., Barnet. Lawler, K. J., Dublin. . 
Leslie, E. S., Aberdeen. Vickery, R. A., Dartford. 
Edwards, ae M., GEN Lindsay, L. F., Manchester. 
ur Dif. East Molesey. Wales, F. C., Blackburn. 
Evis, L Cu Mitcham. l McDonagh, T. J., London. Wallwin, S. A., Belfast. 
Ewen, W. Aberdeen. Machesney, R. J. Liverpool. Walters, J " B., Surbiton. 
MacNamara, A A È., Limerick. Warwick, D. H., Greenford. 
Fletcher, N., Bolton. Mant, D. J., Luton. Weald, R. H., Brentford. 
Fox, J. Ne pn upon Tyne. ME W. b. Stirling. Wise P, Ge Tondon, TON 
Francois, ndon. Michaels, S., London. ea epoo 
: Wheeler, D. i, Dagenham. 
; s Whi K. V., London. 
TRA Ta Ferndale. Nairn, N. M. M., Wishaw. bach G. Market Weighton. 
Gill Dn Exeter. Nash, W. F., Chester. Wilkinson, G D: Sheffield. 
Godson, R .» West Chirton. Norgate, M. S., Chandler's Ford. Wilkinson, J. J., i Sandwich: 
illiams, ea 
Hah , E., Halifax. Onten, J. Gs Southampton. Williamson, A. Halifax. 
H we Sunderland. Ocansey, C ; Portsmouth. Wood, F., Stretford. 
Hardie, W. H. Derby. O'Connor, T. „a Dublin. Woodgate, A. BUM 
Hart, e? C., Hythe. Ogunleye, J. O., Leeds. Woods, L., Belle 


307 Candidates failed. 


Summary of Results 











mF inai 
Pre- Inter- Section Section l 
Candidates liminary mediate I II Total 
Passed with Honours .. — 4 A A 12 
Passed .. - SS 43 18s 129 113 470 
Failed  .. A " 50 433 513 307 1,303 
Total sat 2s i 93 622 646 424 1,785 


MOTOR — FIRE—— CONSEQUENTIAL LOSS 


MOTOR UNION comrany 


10 ST JAMES'S STREET, LONDON, SW1 
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ELECTRONIC BANKING 


S we briefly recorded in a recent Weekly Note, the Com- 

mittee of London Clearing Bankers, working through 

an electronics subcommittee appointed a little over a 

year ago, has moved one step along the road towards electronic 

banking. A ‘suggested specification’ of equipment likely to be 

needed for bank automation has been circulated to interested 

manufacturers, and in a Press release at the same time the 

Banking Information Service took, what is in banking, the almost 

unprecedented — and very welcome — step of telling the public 
what had been going on. 

All the clearing banks are represented on the electronics sub- 
committee, and this fact has at least provided the foundation for 
an intelligent exploitation in due course of the banking possi- 
bilities of electronics. No matter how competitive this or that 
bank may wish to be, all the banks are closely linked through the 
machinery of the clearing, and although it would be possible for 
any one bank to develop electronic automation entirely on its own, 
no bank could obtain the full potential benefits of electronics 
unless certain minimum standards and specifications were agreed 
beforehand. This basic agreement has now been achieved; the 
subcommittee continues in being, but it may be that the banks 
will, now or as the manufacturers respond to their suggestions, 
build in different ways upon the basis of their agreed magnetic 
line. 

This line is the strip of magnetic type that may eventually 
appear on every cheque passing through the banking mechanism. 
On it is to be coded, in Arabic characters in magnetic ink, the 
branch, the serial number of the cheque, the nature of the trans- 
action (for the magnetic line will appear on credit slips as well as 
on cheques, and this item will show simply whether the trans- 
action is debit or credit), the customer’s account number and the 
amount of the cheque. The first three items can be included in the 
original printing of the cheque, the account number must be 
added when the cheque-book is handed to the customer. The 
final item, the amount, will have to be printed on, either when the 
cheque reaches the clearing department or (when the electronic 
processes have spread sufficiently widely) in the collecting bank’s 
branch when it is paid in. 

The code strip, which must be in a fixed position on the cheque, 
will play its first part, in the early days at least, when the cheque 
reaches the clearing department of the bank on which it 1s drawn. 
(In due course it will help the receiving bank also.) Into the clear- 
ing department of a large bank come in any one day many 
hundreds of thousands of cheques drawn on its hundreds of 
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branches, and the sorting of these cheques into 
branch packets is a substantial task employing 
perhaps some hundreds of young women. To 
sort the cheques electronically, as will almost 
certainly prove feasible, will be a useful saving 
of labour. 

When the cheque reaches the branch on which 
it is drawn, the process becomes one of passing it 
to the customer's account and printing it into the 
ledger and the customer's statement. This will 
call for a computer, in which particulars of the 
account can be stored, so that the amount of the 
cheque is subtracted from the previous balance, 
a new balance calculated, and the whole printed 
on ledger and statement. (The subcommittee 
have not yet provided any details of their com- 
puter requirements, but hope to be able to do so 
shortly.) Of course, as has been said already, 
credit slips .and other vouchers not passing 
through the clearing will also have to have their 
magnetic strip so that they can be handled in the 
same way as the cheques. 
` This is the simple outline of what the banks 
have in mind; in detailed application there will, 
of course, be other developments. Most notable 


of these is the fact that electronic application will 


almost certainly lead to some degree of branch 
centralization. Very few branch banks have any- 
thing like the flow of vouchers needed to justify 
the installation of a computer- and single 
computers anyhow carry with them the risk, 
however remote, of complete stoppage in the 
event of mechanical breakdown. It seems reason- 
able to assume that branch book-keeping can use 
electronics only if the book-keeping of a number 
of branches is done in one of them. This will 
involve the use of some form of teleprinter 
process, or some development of closed circuit 
television. In the United States there has been a 
variety of experimental use of television in 
banking, quite apart from electronics, and. in 
England such apparatus has been the subject of 
at least one banking experiment. In the mean- 
time the subcommittee ask merely for ‘trans- 
mitting equipment’. 

How much effect any of this development may 
have on the customers of the banks is still doubt- 
ful, but it may well prove to be very small. Most 
customers will be mildly pleased to know that the 
coding is to be in Arabic print rather than in, 
for example, punched-card form, for letters and 
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figures are a little more personal than holes. But 
electronic mechanization obviously does not in ` 
itself cater for provision on the statement of the 
particulars of each transaction, the presence or 
absence of which is already a bone of contention. 
It may be that it will prove difficult to give cus- 
tomers their statements on demand, when they 
bank at branches away from the book-keeping 
centres. Customers may object to this kind of 
change in the established pattern of banking, and 
will probably expect electronics to reduce their 
charges by way of compensation. In fact, the~ 
banks are probably more concerned to stop their 
charges rising than encouraged by any hope of 
reducing them, for their main outgoings, staff 
salaries, are rising so steadily over the years that 
there is little hope that electronic economies, 
appreciable though they may eventually become, 
will do more than offset some part of the 
increase. 

There is also to be considered, of course, the 
cost of installing what is bound to be very ex- 
pensive equipment — and, at the outset, the cost 
of developing it. Presumably the banks will come 
to some kind of arrangement with the manu- 
facturers for sharing the costs of experimental 
development. That is a matter for them to decide 
between them; whoever pays, the course of 
experiment is likely to be a long one, and the 
period during which the processes are brought 
into general use even longer. It must be many 
years before electronic automation in banking 
reaches even the stage that ordinary mechani- 
zation has reached today, and that is not complete 
after thirty years. E 

Moreover, there can be no sort of finality about 
the subcommittee’s present specifications. Elec- 
tronics is a very young science, and invention 
and improvement will continue throughout the 
period in which the banks will be applying it; 
the latest developments of scanning apparatus, for 
example, that can translate ordinary type into 
electronic code without the help of a keyboard 
operator must be of interest to the banks. ‘There is 
much of interest yet to come, as the manufacturers~ 
and the banks collaborate in what may become 
one of the widest applications of electronics to 
business practice. An occasional progress report 
on the lines of last month’s Press release will be 
welcomed by all the banks’ customers, pro- 
fessional and private alike. 
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WHAT IS A RESTRICTIVE TRADE {PRACTICE? | 


by LORD MESTON . 


T would require an encyclopaedia to hold 
the answer, in every detail, to the question 
posed in the title of this article. 

However, so far as the Restrictive Trade 
Practices Act, 1956, is concerned, the task is a 
simpler one, for that statute deals with: goods and 
not with: services or the terms of employment of 

orkers. That being so, it may be useful if we 
exàmine some of the more prominent practices 
in the nature of collective discrimination in 
regard to goods. Such practices may be con- 
veniently dealt with under the headings that 
follow. 


Collective Discrimination by Sellers in Favour 
of Certain Buyers 

The essential feature of such an agreement is 
that the buyers who enjoy its benefits are selected 
solely for their qualifications or status, and incur 
no reciprocal obligation to discriminate in favour 
of those suppliers. The two main forms of 
discrimination are preferential prices and ex- 
clusive se selling. 

In-soime-trades where sellers agree to dis- 
criminate in price, they agree among themselves 
what the preferential terms shall be. The prefer- 
ence may be expressed in various ways but 
generally it is expressed as a percentage discount 
to be deducted from each seller's Det price or the 
price to users. 

‘Sometimes the sellers go further and agree 
that they shall sell their goods exclusively to 
certain favoured buyers, who may be identified 

-either by definition or listing. A definition may 
merely distinguish between the main categories 
of buyers— e.g. ‘distributors’ as distinct from 
‘users’, or ‘wholesalers’ as distinct from'retailers'. 
But the definition may go further and, for example, 
exclude wholesalers who engage in any retail trade. 

The majority of trades, however, use an 
agreed list of names instead of relying on a 
definition to identify the favoured buyers. The 
list may be specially prepared, stating the name 
of each individual; or it may simply relate to the 

-miembership of a particular association. The list 
is embodied in an agreement, and decisions 
about the operation of the agreement are usually 
taken by the governing body of the association 
to which the sellers belong. Failure to secure 
admission to an approved list, or deletion from 
the list, often determines whether a person can 
engage in the trade he wishes to follow. 


Collective Discrimination by Sellers in Return 
for Exclusive Buying 

An agreement of this type involves not only 

discrimination by sellers, but also an under- 

taking by the buyers to buy only from those 

suppliers who are parties to the agreement. 

The suppliers may give either some form of 
price concession or an undertaking to confine 
supplies altogether to the favoured buyers. The 
buyers may undertake to buy either all their 
supplies from the suppliers who are parties to the 
agreement, or a proportion of their supplies from 
those suppliers. 

Where the suppliers’ discrimination is in the 
nature of a price concession to distributors, the 
concession is invariably given by way of a fixed 
discount, usually from common prices which the 
manufacturers have agreed among themselves. 
Penalties may be imposed for breaches of the 
agreement, the ultimate penalty being usually 
the deletion of the offender’s name from the list. 

If membership of an association carries with it 
the right to participate in the agreement, the 
offender may be expelled from the association. 


Collective Discrimination by Buyers 

This is an agreement among buyers.to discrim- 
inate in favour of sellers who are selected, either 
for.their special qualifications or because in. 
other respects their methods of trading are 
thought to be in the interests of the buyers who 
make the agreement. There may be a straight- 
forward agreement between the parties to. buy 
only from certain suppliers who may be either 
defined or listed. Sometimes the agreement 
among the buyers is expressed as an agreement 
not to buy from certain sellers, or not to buy 
certain specified classes of goods, or goods pro- 
duced or supplied in a certain way. 

Exclusive buying agreements are usually admin- 
istered by the trade association to which the 
buyers belong. The method of enforcing the 
agreement against sellers is generally by means of 
a buyers’ boycott. 


Aggregated Rebates 
This is an agreement among suppliers to pay to 
their customers, rebates calculated at rates 
which vary according to the total value of the 
individual customer’s purchases from members 
of the group. Aggregated rebates are, in effect, a 
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special form of discrimination in favour of large 
buyers. 

The amount of rebate earned by any customer 
is calculated from that customer's total pur- 
chases from members of the group during a 
given period. Sometimes a sliding scale 1s used: 
that is to say, the rate of rebate rises step by 
step with the individual's total purchases, 
generally up to a given maximum. Sometimes, 
instead of a sliding scale, there 18 simply a fixed 
rate for purchases over a specified minimum, 
with no rebate payable on purchases below that 
figure. 

The rebate is usually paid in the form of a 
lump sum at the end of a quarter or half-year, or, 
more frequently, at the end of a year. In a number 
of trades the rebate is paid not as a lump sum at 
the end of a period but as a discount from 
current prices. 


Collective Agreements to Adopt and Enforce 
Conditions of Sale 

These agreements deal with general trading 

rules and may also contain provisions relating to 

resale price maintenance, a subject which in 

detail is outside the scope of this article, though 

it may be broadly mentioned. 

Under these various agreements, the sellers 
undertake to fix ‘resale’ prices for some or all of 
their goods, or to attach to their goods other 
conditions of sale which restrict competition 
among those who resell them. Many trade 
associations have adopted a wide range of trading 
rules designed to prevent concealed forms of 
price-cutting; it is, however, specially in the field 
of resale price maintenance that the most stringent 
action is taken. 

Groups of traders — acting as such or as mem- 
berg of a definite trade association — employ 
various methods for the collective enforcement 
of trading rules or conditions of sale. One of 
these methods is an agreement which has the 
effect of obliging suppliers to withhold supplies 
from persons whose names are published in a 
'stop-list' for failing to conform to the trading 
rules adopted by the group. Another method is 
by an agreement which has the effect of obliging 
sellers to sell, or to sell at trade terms, only to 
buyers who have indicated that they will abide 
by the rules. In such cases, supplies are usually 
confined to an 'approved list' of buyers who have 
given a general undertaking to maintain resale 
prices and to abide by any other trading rules. 

Associations adopting the ‘stop-list’ procedure 

generally publish what is called a ‘protected list’ 
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of the articles to which their arrangements apply. 
These are usually proprietary branded articles. ` 
All the members of such association are re- 
quired by the rules to withhold supplies either 
of the goods on the protected list or, in some . 
cases, of all goods covered by the association, 
from any person named in the stop list. 

The other common method of enforcement 
above mentioned, namely, the procedure of the 
‘approved list’, is to confine supplies, or supplies 
on trade or preferential terms, to persons who 
have indicated that they will abide by the rules. 
For breach of the rules the offenders name~ 
may be removed from the approved list. 

There are other types of sanctions which are 
sometimes imposed for breach of the rules of 
general trading or for the offence of ‘price- 
cutting’. These are withdrawal of membership 
from the trade association, either for a limited 
period of time, or permanently. The latter is a 
most serious sanction and may mean the virtual 
extinction of the trader’s business. Sometimes a 
fine is imposed instead of any other punishment. 
Not infrequently these sanctions are imposed by 
domestic Courts - generally known as ‘private 
Courts’ — established by the trade. association to 
deal with offences against the rules. 


The Restrictive Trade Practices Act, 1956 


In conclusion, it has, of course, to be stated that 
the Restrictive Trade Practices Act, 1956, as 
from November 2nd, 1956, rendered unlawful 
the collective enforcement of conditions as to 
resale prices. That is to say, it is unlawful for 
two or more persons carrying on business in the 
United Kingdom as suppliers of goods, to make 
any agreement for enforcing (e.g. by withholding ~ 
supplies) any condition as to the price at which 
the goods may be resold. It follows that any 
agreement authorizing the recovery of penalties 
(however described) from dealers who resell 
goods in breach of any such condition is rendered 
unlawful; and so is the conduct of any domestic 
proceedings (e.g. ‘private Courts’) in connection 
with recovery of such penalties. 

But the Act specifically recognizes the right of 
the individual supplier — as distinct from two or 
more suppliers acting collectively — to. enforce- 
conditions as to the resale price of his products 
in the ordinary Civil Courts in this country. It is 
no longer necessary for the supplier to be in 
‘contractual’ relationship with the person he 
wishes to sue. He may. bring proceedings against 
any offender who acquires the goods with noitce 
of the condition as to the resale price of the goods. 
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ACCOUNTING TERMINOLOGY —I 
SOME PRACTICAL PROBLEMS IN COMMUNICATION 
by KENNETH S. MOST, LL.B., A.C.A. 


Professional Jargon 


LL professions suffer from the inconvenience 
of adapting words in common use for their 


technical requirements. That is why 

'ach develops a technical jargon. This may be a 
‘hanging thing, derived from the spirit of the age 
or the social and educational backgrounds of 
dractitioners, of which journalism and the Civil 
Service are examples. Or it may constitute a 
rocabulary handed down from generation to 
reneration, like the language of the law. 

Accountancy resembles law in possessing an 
nherited vocabulary in common use containing 
words which have acquired special meanings at 
iome time in the history of the profession and 
yave retained those meanings over the course of 
enturies. However, ideas change, and the 
endency is for words first used in a narrow sense 
o become generic terms covering a number of 
"verlapping concepts, like ‘damage’ in law and 
asset’ in accountancy. ` 

It is a fact that as long as the jargon is kept 
within the profession, little harm is perceived 
xy the general public. For instance, legal terms 
ire a matter of conveyancing or legal argument 
ind are mainly used in communications between 
awyers; the fact that lawyers do not know what 
hey are talking about escapes the untrained 
risitor to the Courts. Ignorance is not innocence, 
ut an accused is not expected to know what 
ounsel for the defence means when he talks 
bout malice. An accountant who prepares a set 
(f accounts, however, must consider that they 
vill be used, not only by accountants, but by 
hareholders, bankers, business men, Inland 
Xevenue officials, and others in whom it would 
xe rash to assume a thorough grounding in 
iccountancy. 





. The Language of Accountants 


t may be said with some fairness that once a 
inal trial balance has been agreed, the account- 
nt's task becomes largely an exercise in com- 
nunication. With words and figures and their 
ignificant arrangement, he is trying to express the 
nexpressible: the state of a business as a going 
oncern; the value of shareholders’ equity in a 
'ompany; or the suitability of an organization for 
ts purpose. According to the interpretation placed 


upon the picture he produces, money will be 
raised and invested, men given work or rendered 
unemployed, and the balance of payments may 
be favourable or unfavourable. 

To make words and figures meaningful is the 
accountant's task, yet without losing sight of his 
ideals, fairness and exactitude. This in itself is 
an almost impossible undertaking — like writing 
poetry ~and in addition, many external factors 
restrict his freedom. 'lhere is arithmetic, for 
instance; perhaps a balance sheet showing rather 
more liabilities than assets would serve the 
interests of accuracy better than one showing 
them to be equal, but alas, the balance sheet 
must balance; that is one of the rules of good 
accountancy. 

The accountant is further confined by a series 
of Court decisions based on principles native to 
the land law and the science of political economy; 
by a patchwork taxation system which rides 
rough-shod over logic and self-interest alike; by 
the unsystematic and unclear regulations of the 
Companies Act, by tradition and, on top of it all, 
he may often feel that there really is nobody who 
will be interested in what he has done, when it 
is finished. l 

This point should be emphasized. Credit is 
due to the accountancy profession for the way 
in which it has consistently striven to raise the 
standard of accounts with little outside stimulus 
to do so. Every accountant knows that the 
accounts which he prepares will not be looked at 
as a whole, but those who will take them up will 
be interested merely in one figure, or one part, 
or a number of isolated figures. The question 
which should be asked is whether a balance sheet 
and profit and loss account can be regarded as a 
whole, and if so, what is wrong with those which 
are being prepared today, that the general public 
is not able to read them as such. 


Some Basic Defects 


For the purpose of the present examination it is 
assumed that a set of accounts is capable of being 
read as a whole, providing itis prepared in a clear 
and unequivocal manner, and attention is directed 
to the second part of the question, namely: What 
is wrong with today’s balance sheets and profit 
and loss accounts? The subject cannot be 
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exhaustively and systematically treated within 
the limited scope of an article. It is possible, 
however, to examine some of the basic defects 
of accounts and, although it is no part of the 
writer's purpose to specify the remedies, a general 
approach may be discernible and will lead to 
certain conclusions which will be dealt with later. 

Not all branches of accountancy are equally 
affected by problems of this type. Cost account- 
ants in particular have won for themselves an 
enviable reputation not only because they have 
succeeded in standardizing their phraseology in 
English but also because they have spread their 
concepts throughout the accountancy world. 
Their task was easier, however, because cost 
accounts are a matter of interest to cost account- 
ants and business management primarily, whereas 
financial accounts may be addressed to owners of 
businesses who do not take an active part in their 
management, to tax authorities, creditors, local 
authorities, and even the public at large, who do 
not possess a detailed knowledge of the day-to- 
. day affairs of the business. 

We shall confine our attention to financial 
accounts, therefore, and an example will illus- 
trate one of the practical problems which can arise. 

At the end of 1956, Mr C. asks his accountant 
to prepare his business accounts for the year, and 
receives a balance sheet which can be sum- 
marized as follows: 

Mn C. 
| BALANCE SHEET 
as at December 31st, 1956 





Liabilities 
$, £ 

Capital, as at January rst 12,000 
Less Drawings .. 2,000 
10,000 

Add Net profit, year 1956 3,000 T 

Loan from Mr X. 10,000 

Total liabilities 


Assets 


Fixed assets, at cost less Pone un 
Current assets € 
Goodwill 





Total assets - £23,000 


In January 1957, Mr C. is introduced to Mr Z., 
who expresses a desire to purchase the business 
and asks to see the balance sheet. Mr C. shows 
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it to Mr Z. who studies it carefully and then 
says: ‘I-see that your capital account stands at ` 
£13,000, which is represented by the, difference 
between fixed and current assets, on the one hand, 


and liabilities on the other, plus goodwill of 


£1,000. My lawyer advises me not to pay for 
goodwill, but I am prepared to give you £13,000 
for the business.’ `. 

Mr C. does not agree. He: knows that his 
business is worth every penny of £30,000, and 
can justify that figure. A fair net return for a 
business of this natüre is 10 per cent per annum, ` 
he says, and £3,000 is the average net profit over ^ 
the last few years. The goodwill is worth not a 
mere f 1,000 — that is only what he paid for it — 
but £18,000. The shock received by Mr Z. 
destroys his confidence in balance sheets for ever. 

It is easy to see what has happened. It is not 
that the balance sheet does not mean what it says; 
it does not say enough. It does not mention the 
very important fact that from it the value of 
Mr C.'s interest in his business cannot be ascer- 
tained; whereas it is submitted, the great majority 
of laymen and even some accountants are under 
the opposite impression. This explains the 
remark of a prominent business man, that he 
had often bought businesses on the basis of a~ 
balance sheet, but never sold one in that way. 


Balance Sheets for Different Purposes 


The fact is that there is no single set of accounts 
which will serve all of the purposes required of it. 
It is perfectly logical and feasible to prepare 


. several different balance sheets for the same 
. business, at the same date, and to obtain differ- 


ing results, each of which will be correct. The 
following list, which is not exhaustive, gives 
examples of various aspects or situations of a— 


` business, each of which calls for à balance sheet 


differing from the others: division of profits; 
taxation; admission of a new partner; formation 
of a company; sale of an existing business; 
liquidation; borrowing; revaluation; consolidation. 

It is common to hear business men and account- 
ants blame the pernicious requirements of taxa- 
tion for not permitting them to prepare satis- 
factory accounts. That they could solve their 
problem by preparing two separate accounts, one 
for themselves and one for the income tax- 
inspector, seems to savour of irregularity. Yet it 
is a logical and even necessary development if 
confusion is not to increase. The present situ- 
ation, whereby a net profit figure is extracted 
from a profit and loss account, placed at the 
head of a sheet of paper, and then added to and 
deducted from until another figure is arrived at, 
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which will be acceptable to the Inspector of 
Taxes, is wholly undesirable. 

One of the submissions which is made here 
is that every balance sheet, and, indeed, every 
set of financial accounts, be clearly labelled with 
the purpose for which it has been prepared. Not 
only would this aid the general public in under- 
Standing accounts, it would be of considerable 
aid to the accountant in preparing them. 

No useful purpose is served by arguing about 
the name given to a listing of assets and other 
debit balances, and liabilities and other credit 

"balances. On the contrary; it usually ts a ‘balance 
sheet’, and the clearer this is stated the better. 
It is not, in the majority of cases, a demonstration 
of the value of proprietorship, or a statement of 
what is owned and what 1s owed, or even a listing 
of assets and liabilities. In the ordinary course of 
events, the balance sheet prepared for a business 
is simply a listing of balances left over after all 
entries affecting the income and expense of the year 
have been transferred to profit and loss account. 

Nevertheless, the fact that the average 
balance sheet is no more than it claims to be, 
does not mean that a statement prepared accord- 
ing to the accounting form "balance sheet’ is not 

wcapable of other functions. In the same way, 
the fact that this accounting form is capable of 
being utilized for a presentation of the value of 
proprietorship, or what is owed and what is 
available to meet those pecuniary obligations, 
does not imply that every balance sheet is able 
to do so. Even the economists’ ‘national balance 
sheet’ is a perfectly logical and acceptable 
concept, providing that it is prepared according 
to the principles of accountancy on which every 
balance sheet must be based. 


Books not Essential in Accountancy 
These principles are not identical with the 
rules of book-keeping. Book-keeping presupposes 
the existence of books, even single-entry books. 
Accountancy can do without them. Indeed, many 
accountants number among their clients, farmers 
who keep no books whatsoever, unless the so- 
called stock book is excepted, which contains 
details concerning the longevity and propagation 
of cattle and poultry. But the adroit manipulation 

-of bank statements, invoices, the annual valuation 
and the stock book, coupled with a good dose of 
psychological insight, can produce a .balance 
sheet fully worthy of the name. 

It has been suggested that the term ‘balance 
sheet’ will one day cease to apply to the kind of 
statement dealt with above and will be confined 
to what we now call the final trial balance. In 
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my opinion, this is not a necessary development 
and should be resisted. More important is that 
the balance sheet should do what is expected of 
it, namely, tell a story, and the title of the 
particular story it is intended to tell should be 
included after the words ‘balance sheet’. 


‘True and Fair’ 

In conclusion, there are two points about the 
balance sheet which call for urgent consideration. 
First, the Companies Act requires the balance 
sheet of a company to “give a true and fair view of 
the state of affairs of the company as at the end of 
its financial year’ and the profit and loss account to 
show a ‘true and fair view of the profit of the year’. 
These two objectives, in my opinion, are incompat- 
ible. There are many items of expense, for example, 
which fall to be treated differently according to 
whether the balance sheet is to show a true and 
fair state, or the profit and loss account to show a 
true and fair profit. Depreciation provides a good 
example. If a fixed asset is being written off by 
means of five equal annual instalments of 20 per 
cent of its cost, it is usual to disregard the fact 
that the market value of the asset will differ from 
the value shown in the balance sheet at any given 
time. This is in order that fluctuations of the 
market shall not affect the profit figure. Here the 
true and fair view of the state of affairs, which 
would require the market value of the fixed asset 
to be shown, has given way to the true and fair 
view of the profit, which calls for the written- 
down balance of the cost of the fixed asset to be 
shown in the balance sheet. 

The second point is that it is only fair to state 
that the balance sheet can be an account, in spite 
of what the text-books say to the contrary. Those 
book-keepers abroad who have inherited the pure 
traditions of double-entry still transfer all open 
balances on the books at the end of a financial 
year to a ‘balance account’ and thus formally 
‘close’ the books. The books for the following year 
are similarly ‘opened’ by writing up a new 
balance account, from which postings are made 
to individual accounts for balances which are, 
as we should say, brought down. Hence the 
practice abroad of showing debit balances on the 
left-hand side of the balance sheet, and credit 
balances on the right; for the balance sheet is 
effectively a copy of an account on the books. 
The significance of this fact is that it becomes all 
the more necessary for a book-keeper when 
closing the books to know whether he is to prepare 
a true and fair view of the state of affairs, or a 


true and fair view of the profit. (To be continued.) 
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WORK STUDY AS AN AID TO 
EFFECTIVE COSTING — Il 


by G. L. PAGE, B.Sc., A.M.I.Mech.E. 
Managing Director, National Union of Manufacturers Advisory Service Ltd 


Co-ordination of Work Study and Costing 
ARLIER in this paper, the adaption of time 
standards, based on work study, to labour cost 
controls was described. It was shown that one 

of the purposes of labour cost controls was to lay 
down a standard direct labour cost per unit of work 
(ie. per ‘standard minute’) and to calculate, on a 
weekly basis, the current direct labour cost per unit 
of work (the actual direct payroll divided by the 
output in standard minutes). 

For the purposes of product costs, each cost 
control should be based on a unified group of 
workers, machines or processes; that is to say, a group 
employing a distinct class of worker or machine for 
which a common standard hourly labour, or machine, 
rate can be established. This does not imply that, 
in the case of labour, for example, the workers in the 
group should be confined to a single grade or wage 
rate. Where the same work can be performed by, 
say, men or women, or men of varying wage rates, 
there is nothing inconsistent in grouping them under 
a common cost control, providing that the work 
performed is interchangeable between the various 
members of the group. 

It 18, however, necessary that the management, in 
laying down labour cost standards, should decide 
what the standard composition of the group should 
be, so that if the actual composition of the group 
differs from standard, variations in average labour 
cost, per unit of output (standard minute), due to 
departure from standard composition, will be re- 
vealed as a positive or negative excess cost. 

Reverting now to the three basic conditions of 
standard costing, i.e.: 

(1) specification; 

(2) measurement of quantity; 

(3) measurement of value, 
as applied to the determination of the standard 
labour cost portion of standard product costs, the 
procedure as it would apply to a simple product made 
up of four component parts is illustrated in Appendix 
II 


~ 


From this it will be seen that the standard cost of 
a particular operation on a component part is the 
product of two distinct factors: 
(a) Standard time for the operation (quantity 
factor). 
(6) Standard labour cost rate per standard minute 
(value factor). 
The final product standard labour cost is the sum of 


The concluding part of an address given to the Liverpool 
Society of Chartered Accountants during their second 
residential course on management accounting held at 
Chester on December 7th-oth, 1956. 


the standard labour costs of all operations on all the 
component parts of the product. 

Once established, this standard labour product 
cost holds as long as the individual time and labour 
standards are unchanged, i.e. as long as there is no 
change in the product or its parts, in the operations 
which they undergo, or in the standard labour rates ~ 
of those performing the operations. 

Actual product labour costs can be ascertained at 
any time merely by substituting, for each operation, 
the current average actual labour cost per standard 
minute for WE ed cost group. The causes of 
variance (and their magnitude) between standard and 
actual product costs could be established but in 
practice this is an exercise of no value, for excess costs 
are not controlled through an analysis of the variance 
between standard and actual product costs, but by 
analysis of excess costs incurred by the different 
labour cost groups, as described in the paragraphs 
dealing with labour cost controls; that is, they are 
controlled at the source, whereas under historical 
costing they are not even controlled at all, they area 
merely exposed — after the product has been com- 
pleted and costed — by laborious, time-consuming and 
fruitless inquests. The following account of a typical 
historical costing process illustrates this difficulty. 


Historical Product Costing 


The process of product costing commonly found in, 
for example, an engineering works building a range 
of machinery made up of a large number of com- 
ponent parts, sub-assemblies and final assembly is 
as follows: parts are manufactured in batches, the 
size of each batch depending upon factors, such as , 
the size and cost of the component, usage rate of the 
component, and the requirements of the machines 
on which it is manufactured (in respect of short or 
long production runs). The small, less valuable, 
parts may be stocked on a maximum/minimum stock 
basis and manufactured as required to maintain stock 
levels. At the other extreme, costly and less frequently 
used parts, e.g. machine frames, may be manufac- 
tured solely to specific orders, while intermediate 
arrangements may apply to other component parts. 
The actual labour cost for each batch is compiled 
by costing each operation on the actual hours booked ` 
to the batch and the wage rates (including bonuses) 
applicable to the operation. A specimen cost card is 
shown in Appendix III. The card shows, for suc- 
cessive batches, the quantity passed by inspection at 
each operation and the labour cost for the operation. 
The following points deserve comment: 
(a) The cost of an operation varies with successive 
batches. (There are many possible explanations 
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of this, e.g. variations in operative efficiency, 
variations in proportion of setting time — due 
to variations in batch size, errors in time book- 
ing, variations in wage rates of operatives, 
occurrence of production delays, etc.). 
(b) Theoriginal batch size has sometimes diminished 
due to rejects by inspection. Consequently the 
- cost per piece carries a proportion of excess 
cost due to work done on scrapped parts. | 
A further difficulty arises in costing the finished 
product. It may comprise several hundred different 
parts, the labour cost of each of which must be incor- 
porated in the final product. The question then 
arises that unless it is known which batch each com- 
ponent incorporated in a machine was drawn from - 
and this is unlikely - which batch cost of a succes- 
sion of differing batch costs should be selected? If, 
alternatively, a part cost is to be averaged over 
several batches, what basis of averaging should be 
used? 


Comparison of Standard and Historical Costs 


The process of historical costing as shown above 
has grave defects, They can be summed as follows: 

(a) It is very costly in terms of clerical work. 

(b) It creates a mass of paper-work which manage- 
ment cannot digest. 

(c), It is open to criticism from the point of view of 

- accuracy. 

(d) Product costs are not available until after the 
product is completed. | 

(e) High costs can only be explained, if at all, after 
painstaking analysis of individual operation and 
batch .costs of the component parts of the 
product. 

(f) Since final product cost embodies overhead 
charges apportioned, frequently, on the basis of 
labour.or machine-hour rates, errors in; the 
Jatter are magnified in the final cost. 

(g) Cost control, even if practicable, would demand 
scrutiny of the cost of every batch going through 
production. 

By contrast, standard labour costing based on 

work study standards has the following advantages: 

(a) It only requires to be carried out when the 
product is first marketed, and when there is 
any change in standards. 

(b) Excess costs are thrown up when they occur, 
and their causes are identified at the source. 

(c) Actual product costs are available with a mini- 
mum of clerical work. 

(d) Excess costs whose incidence in particular 
batches may be entirely fortuitous are not 
charged to those batches. 

(e) There is no need to attempt control of individual 
batch costs. 


Application of Work Study Costing to: 
Period Trading Statements : 
Period trading statements, preferably monthly, are 
becoming an established feature in progressive 
organizations. Where manufacture is simple in 
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character and work in progress either can be readily 
valued, or is reasonably constant from period to : 
period, there are no major difficulties. 

In some industries, however, there are many 
manufacturing stages, and stocks and work in pro- 
gress may fluctuate considerably from period to 
period. Where such conditions apply it may be 
difficult to obtain reliable opening and closing valua- 
tions of stocks and work in progress — figures which 
are an important element in manufacturing or trading 
statements, It is, in fact, necessary to know what 1s 
the value of resources, e.g. materials and labour, 
locked up in the production pipe-line, especially 
where these represent a considerable element of~ 
current assets, 

The statistical and cost information provided by 
labour cost controls based on work study can greatly 
simplify the assessment of the proportion of stocks 
and work in progress valuation represented by the 
expenditure of labour. Very briefly, the procedure is 
as follows: 

The labour cost controls show, each week, the 
standard labour value of all productive work done b 
each department. This value is an addition to stoc 
and work in progress and is therefore debited to this 
account. As products are drawn from stock and sold, 
the gross standard labour value of all products sold 
in the period is credited to the stock and work in 
progress account. Si p 

The clerical and accounting work involved in 
producing period valuations of the labour value 
embodied in the inventories is thereby substantially 
simplified as compared with more conventional con- 
tinual valuation methods. Indeed, it renders practic- 
able a valuation which might otherwise be quite 
uneconomic. 


Application to Productivity Factors 
A further possibility of standard labour costing is- 
that it provides management with a unique means of 
measuring progress in raising productivity . and- 
attributing it to the department responsible. The 
importance of the deliberate pursuit of productivity 
hardly needs stressing, but to be able to measure 
progress in attaining that objective is something 
which every progressive management must welcome. 
Within a given production unit, higher productivity 
wil probably result from action under one of the 
following headings. 

(a) Design changes, e.g. simplification and standard- 

— ization, improved materials. | 
(b) Production engineering changes, e.g. improved 
methods, tooling, plant layout, conversion .ta_ 
flow-line production. 

(c) Capital equipment changes, e.g. new machinery. 

(d) Operative efficiency, e.g. man-motivation, train- 

ing. 

Changes under the first three. headings will be 
reflected in a reduction in the total work content of 
the product, They will be revealéd through reduc- 
tions in time standards, and credit in each case can 


x 


March 16th, 1957 


be given to the department originating the improve- 
ment, Changes in the operative efficiency are revealed 
through the labour cost controls. 

Savings resulting from increased productivity 
could be ascertained, perhaps annually, under each 
of these factors. There is one condition, however, 
which would have to be satisfied — the unit of work 
(the standard minute) would have to be protected 
from the insidious effects of inflation which attacks 
our currency. If a satisfactory substitute for work 
study could be found for incentive schemes, this 
ideal would be much more readily attained, for the 
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standard minute would be purely a unit of measure- 
ment for management control purposes. It would 
not be subject then to the pressure which the com- 
petitive position of labour exerts in the direction of 
loosening standard times to increase bonus earnings. 


Conclusion 


To sum up the theme of this paper, the integration 
of time standards, based on the sound application of 
work study, with the procedures of cost accounting, 
can both simplify the latter and enhance its con- 
tribution to effective management. 


Weekly Notes 


Budget Day 

It was announced by the Prime Minister in the House 
of Commons on March 7th that the Chancellor of the 
Exchequer will present his Budget to Parliament on 
Tuesday, April gth. We hope to discuss the Budget 
and to summarize the taxation proposals in our issue 
of April 13th. 


Surtax Direction on Demand 


The Court of Appeal has affirmed the decision of the 
Queen's Bench Divisional Court which granted an 


` order of mandamus compelling the Special Com- 


—butions involving a distribution c 


missioners to make a surtax direction on Linsleys 
(Established 1894) Ltd (The Times, March 7th, 1957). 
The company was an investment company in relation 
to which the Special Commissioners were under a 
duty to make a surtax direction, regardless of the 
amount of dividends, provided of course that the 
company had some income to apportion. 'T'hey refused 
to make a direction on the grounds that when profits 
tax 'payable' was deducted there was no income. 
e company had gone into liquidation on May 
7th, 1953, and had thereafter made heavy distri- 
CH for profits 
tax. If a surtax direction were made for the period 
April 6th to May 7th, 1953, the company and its 
mernbers could then make an election under which the 
company would not be liable to profits tax and the 
overall liability would be reduced. The company 
applied for an order of mandamus requiring the 
Special Commissioners to make the direction and 
the Queen's Bench Divisional Court granted it. The 
Special Commissioners appealed to the Court of 
Appeal which dismissed the appeal. 


~The Gordon Hotels Report 


The report by Mr Melford Stevenson, Q.C., and 
Mr Donald V. House, F.c.a., on the affairs of 
Gordon Hotels Ltd was published on Friday of 
last week!. They were appointed as Inspectors by the 
Board of Trade in consequence of an application 


1 Investigation into the Affairs of Gordon Hotels Ltd. 
H.M.S.O., 8d; by post rod. í ; 


made on behalf of a committee of shareholders. From 
the statement of facts submitted by this committee, 
the Inspectors decided that there were four matters 
which called for investigation, viz.: 

(1) an allegation that a sum of ro million francs in 
cash was paid by Joseph Saglia in the course of 
negotiating for the acquisition by him of The 
Hotel Bristol, Beaulieu-sur-mer, but that this 
was not received by the company or its sub- 


sidiary; 

. (2) the offer by National Securities Corporation 
Ltd to purchase the debenture stock of the. 
company at 104 per cent in or about May 1954; 

(3) the company's transactions with regard to the 
Cascade Restaurant; 

(4) the benefits received by Mr L. P. Jackson (a 
director) at The May Fair Hotel. 


The Inspectors were unable to state any conclusion 
about item (1). As to (2) they did not find any evidence 
that the offer was the result of any leakage from or 
improper disclosure by the officers of the company.. 

The lease of the Cascade Restaurant was held by 
Restaurant Investments Ltd with a capital of £4 and 
controlled by Mr L. P. Jackson. The company entered 
into an agreement with Restaurant Investments Ltd 
under which it was to manage the restaurant. After 
setting out further facts the Inspectors say, 

‘we regard it as unfortunate that after the early 

experience of the relationship between the company 

and the Cascade Restaurant had proved to be un- 
satisfactory no effective or timeous steps were taken 
to secure the performance by Restaurant Invest- 
ments Ltd of their obligations under the agreements’, 

In relation to the fourth item, the report sets out 
some facts as to the benefits enjoyed by Mr Jackson: 
at The May Fatr Hotel. Apparently a suite was made 
available for him, which, he told the Inspectors, was 
used by him primarily as an office. The amounts 
charged to him to cover the personal benefit element 
were as follows: 1953, nil; 1954, £250; 1955, £450. 
Expenses charged in the company's profit and loss: 
account for Mr Jackson were: 1953, £1,029; 1954, 
£1,489; 1955, £1,645. These included £200 in 1954 
and Zoom 1955 for out-of-pocket expenses. In 
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addition he received two million francs on July 22nd, 
1955, and one-and-a-half million francs on March 
15th, 1956, from the subsidiary for expenses in con- 
nection with the sale of The Hotel Bristol, Beaulieu- 
sur-mer. 

The Inspectors say that any further comment by 
them could only be in the nature of criticism or 
otherwise of the general management. 

*We do not consider such comment either to be 
within our terms of reference or to be contemplated 
or required by the relevant sections of the Com- 
panies Act, 1948, dealing with the appointment of 
Inspectors by the Board of Trade.’ 


Taxing Payments for Excavated Gravel 


The High Court has held that a landowner who grants 
permission to excavate gravel from her land, in con- 
sideration of a fixed payment per cubic yard, thereby 
receives payment for an easement over, or a right to 
use, her land, within the meaning of Section 31 Gu (d) 
of the Finance Act, 1948, (now Section 179 of the 
Income Tax Act, 1952) and therefore is chargeable 
to tax on such payment under Case VI of Schedule D 
(Smethurst v. Davy (The Financial Times, February 
27th, 1957)). The taxpayer’s argument that the pay- 
ments were merely the purchase price of gravel sold 
was rejected. Wynn-Parry, J., held that the transaction 
was a licence to go on the land and work the gravel. 


Cut Prices and 
the Restrictive Trade Practices Act 


Section 25 of the Restrictive Trade Practices Act, 
1956, introduced a novel feature in that it enabled a 
supplier of goods who sold them subject to a price 
- maintenance condition, to enforce Se See 
against any person who acquired the g wi 
notice of A difficulty in the way of suppliers 
seeking to avail themselves of the section has been 
brought out in County Laboratories Ltd v. J. Mindel 
Ltd (The Times, March ob, 1957). 

Defendants, who were well-known  cut-price 
retailers, in February 1957 sold pots of Brylcreem at 
2s 6d a pot, after they had received the plaintiffs’ price 
` list showing the current fixed retail price at 2s rod. 
Plaintiffs moved the Court for an injunction restrain- 
ing defendants from re-selling goods, sold by plaintiffs, 
at prices other than those shown in plaintiffs’ price 
list. It was argued on behalf of the defendants that 
Section 25 had no retrospective effect, that the 
defendants had not bought from the plaintiffs, and 
that they did not know whether the goods had been 
sold by the plaintiffs before or after November 2nd, 
1956, when the section came into force. ‘There was no 
express notice on the labels of the pots as to the price 
maintenance condition, and the defendants were not 
bound to make inquiries. 

. Harman, J.; held that ‘notice’ in the section meant 
express and not merely implied notice. Defendants 
had received the plaintiffs’ price list but they could 
not know whether or not any particular pots had left 
plaintiffs’ factory before or after November 2nd, 1956. 
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It was perfectly possible for the manufacturers to show 
on the labels that the pots had left their factory after 
that date. Section 25 limited the freedom of traders 
and must be construed strictly against those who 
sought to avail themselves of it. He refused to grant 


the injunction but gave leave to appeal. 


Fuller Insurance Cover for Exporters 


Improvements in insurance cover for United King- 
dom exporters were announced this week by the 
Export Credits Guarantee Department. As from 
April 1st, a completely revised form of cover against 
payment risks, to be known as ‘comprehensive 


€ 


guarantees', will be available to exporters of goods ^ 


sold on terms of up to a maximum of two years' credit. 
The new policies are comprehensive in that they 
embrace the whole of an exporter's export trade for 
twelve months ahead with all markets, or with an 
acceptable spread of markets, and they are probably 
the nearest that export credit insurers have come to 
the provision of fully comprehensive cover against the 
risks of export trading. 

The changes relate to percentage of cover, earlier 
payment of claims, default before acceptance, and 
simpler credit management. Once shipment has been 
made, E.C.G.D. will pay 95 per cent, as against go 


per cent previously, of all specified losses outside the 


Control of buyer or seller. Claims arising out of 


‘transfer’ or ‘political’ risks e blockage of exchange" 


by the buyer's Government) will be settled after four 
months instead of six hitherto, while claims due to 
default on goods accepted will be paid after six 
months, instead of twelve as previously. For the first 
time, limited cover will be given on default by the 
buyer before acceptance of the goods. Under this 
heading the exporter must bear a first loss of {20 on 
every {100 of invoice price; E.C.G.D. then bears 
85 per cent of any loss within the next £40. Credit 
management will be made more flexible by allowing 
a policy-holder to deal, without reference to the 


Department, with any buyer to a figure of 25 per cent~ 


in excess of a previous satisfactory transaction. 


Decline in Shipping Freights 


Since the beginning of this year there has been a 
sharp fall in tramp freights from the peak levels 
reached following the closure of the Suez Canal and 
by the beginning of March substantially the whole of 
the rise had been wiped out. It is somewhat sur- 
prising that this should have occurred before the 
reopening of the Canal and it may be inferred that 


had the Canal remained open, the steady upward ` 


movement of freight rates which continued through 
most of 1954, 1955 and 1956 would have come to an 
abrupt end. | 

In December 1956 rates were standing at a level 
which exceeded even the high point reached during 
the Korean war. Coal freights had risen by 60 per cent 
on pre-Suez levels and grain freights by about 50 per 
cent. These high levels were, of course, due to fears 
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Of a serious shipping. shortage due to the longer 

"journeys necessitated by the closing of the Canal. 
In practice the European demand for grain has been 
exceptionally low and owing to the mildness of the 
winter the demand for coal has also been lower than 
was expected. Another factor has been the cessation 
of export of steel scrap from the U.S.A. to Europe 
owing to shortages in the former country. 

Tanker freight rates, which are normally subject 
to much less fluctuation than tramp rates, have fallen 
comparatively little this year, and liner rates have 
hardened since increases have been agreed by the 


Threats of snc strikes in the engineering 
trades, fears concerning the delay in reopening the 
Suez Canal and the oppressive financial weight of 
the £40 million Steel Company of Wales have kept 
the stock-markets:in a state of depression and 
uncertainty. It is hardly rising that business has 
been and that the pe has been open to the 
effect of persistent, if limited, selling pressure. 
There seems little prospect of any material improve- 
ment in tone this side of the Budget. 


A.M. C. Accounts 


“The effects of the ‘credit squeeze’ and hire-purchase 
restrictions are becoming increasingly apparent in 
company reports. Associated Motor Cycles Ltd, 
whose accounts for the year to August 318t, 1956, 
we reprint this week, suffered both the ‘squeeze’ and 
the restrictions; dealers’ capacity to carry stocks 
being curtailed by. reduction in bank lending and the 
public’s ability to buy by tighter hire-purchase 
conditions. . 

Moreover, a large proportion of dicen iens 
come from.that stratum of society — young craftsmen 

-and artisans — which is particularly ” affected by the 
slowing down in many branches of industry, where 
short-time working with‘ a prospect of redundancy 
ahead tends to sap confidence. 

The final result of all this is shown in the accounts 
by a drop in before-tax profit from £484,736 to 
£33,381 and in profit after tax from £279,960 to 
£16,471. Eor the shareholders it means a dividend 
cut from 1§ to 5 per cent. But the bigger cut, of 
course, falls on the Inland LEE 


„Fall in Sales 

waite effect of the restrictions on bire-purchase really 
began to be seen with the opening of the Easter 
buying season last year, following the Government 
announcement of February 17th that the minimum 
deposit would be raised to 5o per cent. For the months 
of April, May and June -the peak buying period — 
the statistics published by Hire-Purchase Information 
showed that deals in new machines totalled only 
15,699 as compared with 23,341 in the correspond- 
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various conferences. The United Kingdom is a net 


earner of foreign exchange on tankers and liners, but, 


uses More tramp shipping than she owns. It seems 
probable therefore that the rise in tramp freights in 
the latter part of 1956 will have brought about a 
substantial fall in the country’s. net from 
shipping during this period, but that the position 
will show a conside 
half of 1957. Total United Kingdom net earnings 
from shipping are normally substantial, having 
amounted to £149 million in 1954, £122 million in 
1955, and £64 million in the first half of 1956. 


Finance and Commerce 


ing period of 1955 —a drop of some 33 per cent. 

The position continued to deteriorate and in the 
months of July and August, the hire-purchase 
statistics showed a fall of 54 and 46 per cent respect- 
ively compared with 1955. 

All this was happening at a time when the company 
had been committed to a development plan for its 
works at Woolwich, which included a new engine 
factory. The benefits of the new extensions and 
increased productive capacity not only failed to 
materialize in the year under review, but the burden 
of thé additional overheads including, among other 
things, the cost of training employees on the new 
production lines and the charge for depreciation on 
the new plant only actually in use to a limited extent, 
had to be borne and has been written off in these 
accounts, 

The charge for depreciation of fixed assets, it will 
be seen from the accounts, has gone up from {60,030 
to £125,633; the increase arising almost entirely from 
the provision made on the capital expenditure on the 
new extensions. - 


Accounting Crusader 


Mr N. K. Mousley, the chairman of Charles Winn & 
Co Ltd, whose new-style accounts were reprinted in 
our issue of December 8th, 1956, is to be admired for 
his determination to popularize the new form. Winn 
is not the first company to try something new in 
accounts, but it is unusual for a company chairman 
to be an accounting crusader. Mr Mousley has had 
printed the form of the Winn accounts (in blank) 
for circulation, together with reprints of Press 
comments upon donc including those of The 
Accountant, accompanied by the reproduction of 
the Winn accounts given in these columns. 

Mr Mousley's main objective would appear to be 
the improvement of industrial relations, a very worthy 
object when so much is happening to disrupt them 
these days. One way in which he hopes to do this i is 
by remo from accounts, terms such as 'reserves' 


and ‘dividends’ which, he maintains, give rise to 


misunderstandi 
So far, he has not been able to find an alternative 


le improvement in the first . 
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to ‘dividend’, but if ‘interest’ were used in its place he Sc 
feels ‘there might be much less misunderstanding and — ` oe 
ill feeling’. He thinks no-par-value shares might help » 
but doubts if they: will become popular in this country. 3 
The:better method, he says, would appear to be to 
declare dividend on ordinary shares as a percentage 
of the value of the ‘capital applying to the ordinary E 
shares’ or equity in the businéss. ‘It would be far 
better,' he thinks, 'from the point of view of industrial 
relations.’ d l 
The ‘British Institute of Management's recent 
publication on Presenting Financial Information to 
Employees — the subject of a leading article in The 
Accountant on March 2nd suggested that where 
the attempt had been made to explain financial 
matters to employees the effort had proved worth 
while. For an indication of employee response we 
might refer readers to our issue of November 19th, 
1955, when, in these columns, we gave a very full 
summary of the British Institute of Management's 
- case study at N. Corah (St Margaret) Ltd, where 
financial information has been given to employees 
since joint consultation was introduced six years ago. 
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Tinkering with Terms 
Our, views on this point have been decisively ex- 
pressed: we doubt whether tinkering with accounting 
terms will do much to make a man a happier employee 
and .better workman. Presentation of company 
accounts to employees on notice boards, in house 
journal, and at works meetings may help but it is . 
possible the gain will be derived more for psychologi- 
cal reasons by creating a feeling that the employee 
is a man in whom the employer is interested rather 
than a mere number in a soul-less organization. — . 
More good may possibly be done by enlarging on 
information taken from accounts and presenting it in 
whaf is hoped will be an interesting and informative 
way, than by new-styling the accounts themselves. 
A further letter from Mr Mousley who welcomes 
comment, however critical, appears in the corres- 
pondence columns of this issue. We hope our readers 
will contribute their views and experience. Account- 
ants, especially in industry, have a leading part to 
play where financial results and accounts are used in 
this manner. But let us not be too hasty with a 
revolution in accounts, 'l'he accepted form may not 
be perfect, it is a matter of opinion. But the fact that 
it is accepted, that it is familiar country in which 
one recognizes the landmarks, is a strong point for 
not rüshing to change the scenery. | | 
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ASSOCIATED MOTOR CYCLES LIMITED AND ITS SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the year ended 31st August, 1956 


Investment Allowances 


£20,090) 


on of Fixed Assets 
Less: Transfer from Taxation Equalization 


erial and Technical Executives - 
rannuatlon 


(Including Pramlums for Pensions) 


Interest on 54%, Convertible Debenture Stock 
in terms of Tax to 


[Interest on Bank Overdraft 


Fees .. 
As Man 
Staff Su 
Depreciad 
Rents Receivable .. i - T 
Interest Recelvable E Weg gek 
Interest on Tax Reserve Certificates .. 
rofits Tax .. 
- . 


(Initial Allowances) Account 


amounting 


Money Market 


The feature of the Treasury bill tender on March 
8th was the intensity of outside competition which 
resulted in applications to a total of £442,705,000. be 
Bidding at 798 19s rod the market obtained only 

I2 per cent of the £230 million of bills offered and à 
allotted. The average rate hardened to £4 os 5:20d D 
per cent. This week's.offer is £230 rnillion. ~ 


(Subject to the undermentloned items) D 


Deduct: Emoluments of Directors of Parent Company-— 


PROFIT OF GROUP SUBIECT TO TAXATION 
Income Tax (es reduced by 


607,968 GROUP TRADING PROFIT 
TAXATION BASED ON THE ABOVE PROFITS:— 


204,776 TOTAL 











484,736 
484,7 36 


46,675 





158,10} 











162,651 
4,550 
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THE PROPOSED INTEGRATION SCHEME ~ 
MORE LETTERS FROM: READERS 


Sm, -'The main virtue claimed for the proposed 
integration scheme is that it is a step towards unifi- 
cation and ultimate registration of the profession, and 
the prohibition of public practice except by members 
of the single body which would emerge as the result 
of a series of amalgamations. If complete unification 
is the eventual goal (and a merger with the Society 
cannot be justified on any other grounds), one would 
have thought that the logical first step would be to 
arrange a merger between the English, Scottish and 
Irish Institutes, all of whose members are at this 
moment entitled to’ call themselves Chartered 
Accountants. It will be time enough to consider 
merging with the Society (and inevitably with the 
Association also) when all the Chartered Accountants 
in the United Kingdom have united among them- 
selves, 
: - No doubt the Council of the English Institute have 
considered this point, but the fact that no proposals 
to this end have been published implies that there are 
difficulties in the way. It may well be, for example, 
that the Scottish Institute requires a breathing space 
in which to recover after its efforts to amalgamate 
the three independent societies into one body for 
Scotland. It may also be that the members of the 
Irish Institute resident in Northern Ireland would 
be willing to merge with the English and Scottish 
Institutes; on the other hand, some of the Irish 
Chartered Accountants resident in Eire might be 
unwilling to join a body which would presumably 
operate under a Royal Charter, and this group might 
have to be allowed to opt out of any scheme.  - 
It seems probable that these or equally weighty 
difficulties are standing in the way of a merger 
between the three chartered: bodies, and unless they 
are overcome, the final objective of uniting the pro- 
fession obviously cannot be achieved. Until the 
‘amalgamation of the chartered bodies is an accom- 
plished fact, it seems to be an ingenuous and ill- 
advised act of faith to merge with the Society. To do 
` go under present circumstances would be to achieve 
nothing and to lose much. 


Yours faithfully, 
Liverpool. S. M. CALDWELL, A.C.A. 
‘Sm, — I think that all accountants will agree that the 
-urgent need is for legislation, under which it will be 
-possible for a much wider range of work, than is the 
case at present, to be carried out by no one other 
than properly qualified accountants who have 
‘reached a recognized standard. 
-- If a fixed standard is to be laid down by legislation, 
then it follows that an overwhelming majority of 
accountants should first of all reach agreement as to 
-what this standard should be, and how the quali- 
‘fication must be obtained. How long should articles 


be? What evidence of efficiency should be shown in 
various types of accountancy work, and what can be 
accepted as proper evidence? How should the Final 
examination be held — in one part only (the English 
Institute), or in two parts, but with more papers (the 
Society and the Association)? Those are some of the 
points upon which there should be unanimous agree- 
ment among accountants before the legislation 
mentioned at the start of this letter can possibly be , 
contemplated: yet the present position is that there 
are several accountancy bodies in this country who 
are not of one opinion on these points. 

It follows, then, that unification of the accountancy 
profession is vital now, and will continue to be so, as 
a prerequisite for the legislation. It has been well- 
emphasized, both in previous correspondence in The 
Accountant and also at the Royal Festival Hall, that 
there is no method superior to articles as a means of 
qualifying as an accountant eligible for public practice: 
and this fact is not altered simply because some 
principals may fail to fulfil their obligations under 
the articles. ` 

This integration scheme must, therefore, be 
supported as a first step towards unification of the 
profession, even though it does not bring about 
complete unification, which will eventually be 
achieved when further steps have been taken. Then, 


. and only then, will legislation protecting the account- 


ancy profession be possible; and no one can deny 
that such legislation would operate for the protection 
of the public just as much as for the accountant, since 
it would prevent unskilled persons undertaking 
accountancy work that they are not properly qualified . 
to carry out. 
d Yours faithfully, 


Epsom, Surrey. L. E. SAVIN, A.C.A. ` 


SIR, — At the meeting of Chartered Accountants on 
February rgth and in the correspondence which has 
been published since the initial announcement, it has 
become clear that there is a substantial volume of 
opposition to the scheme from an important section 
of the members of the Institute. | 

Deep. feelings of antipathy have been aroused 
towards the proposals for this or that reason, and the 
Council can be in no doubt as to the resentment of 
the members who have given voice to their opposition. 
In these circumstances, even were the requisite two- ` 
thirds majority to be obtained on the poll, would the 
Council be justified in proceeding with the scheme 
and, in so doing, riding rough-shod over the views of 
what would constitute a large minority? . 

I would suggest that with the evident opposition 
of such a strong body of opinion, a decision to press 
on with the proposed scheme and to disregard the 
contrary views would be inconsistent with public 
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policy and also with the spirit of the Charter. The 
consequences might be quite unforeseeable. 

The scheme should now be abandoned to avoid 
serious differences within the Institute and an effort 
could be made to devise a new scheme which would 
take into account the objections expressed in the 
course of the last few months. The proposals and the 
discussions thereon would by no means have been 
fruitless and would have provided the stepping-stone 
to another and better scheme which would grow 
from the ruins of the old one. 

May I again subscribe myself, 
Yours truly, 
LONDON F.C.A. 


Sir, ~ The banns of the proposed marriage between 
the Institute and the Society have been published for 
the first time of asking, and some have tried to show 
cause or just impediment why these two bodies should 
not be joined together. 

No doubt, some of the objections raised are vital 
in the minds of those raising them, but to the overall 
view they are trivial, show a narrowness of outlook, 
and are not in any way material to the main issue — 


the integration of the two largest bodies of accountants - 


trained in the offices of practising accountants. 
One point about the Gre Preliminary and two- 
art Final, raised by Mr E. G. Turner (March oth 
issue) and others, requires answering. These gentle- 
^men should bear in mind that the majority of Incor- 
porated Accountants passed their Final before it was 
split into two parts, which took place only during 
these last few years. Only comparatively recently has 
there been some variation of the requirements of the 
Preli examination. But then the old school 
certificate has been replaced by the G.C.E., and times 
change. With regard to the Final examination, who 
is to say that the Society is wrong in following the 
oldest body of accountants in this matter ~ the Scot- 
tish Institute? Some of your co ndents are 
rather dogmatic about the Institute Final examina- 
“tion, but there are many accountants in late middle- 
age who in their youth well remember the cases of 
many eminent Chartered Accountants, at that time 
in practice, who had never passed the Final examina- 
tion, and they trained many of the future members of 
the Institute. All this, however, has now passed into 
history, and is rarely referred to or remembered 
today. Also, I am sure Mr Turner and others would 
readily agree that in many first-class offices of 
Chartered Accountants the articled clerks are in the 
care of the managers and top seniors, many of 
whom are Incorporated Accountants and, therefore, 
~in this respect, they are helping to train Chartered 
Accountants. 

It is natural to resist all change, and cling tenaci- 
ously to tradition, but when change does take place 
it has the habit of quickly receding into history, and 
later people begin to wonder what all the fuss was 
about. 

I am sure that the majority of those accountants 


* 
* 
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who look for some progressive steps in the profession 
will consider this proposed integration to be a major 
and a desirable one. Yours faithfully, 

INCORPAC (a.s. A.A.). 


Sig, - We have had put before us a very carefully 
thought out scheme — I think we should do justice 
to the work behind it by avoiding side issues and 
considering only matters ded connected with the 
scheme. I shall be voting a t it because: 

(x) I can see nothing in S proposed scheme which 
promises a further advance towards complete 
integration of the profession which, in my view, 
is the only real and permanent answer to the 
problems resulting from the present lack of 
such integration. In fact, many reasons given to 
support the scheme seem to preclude any further 
integration. I think the ultimate aim must be 
to place the accountant on a par with the solicitor, 
under one governing body and secure in the 
knowledge that no unqualified person can 
describe himself as an accountant. 

(2) One will not be able to qualify as a 'new' Char- 
tered Accountant by any means other than 
articles and, whereas this system has my complete 
support, it does mean that a great number of 
eligible persons who could otherwise have 
qualified for the Society membership will turn 
to the Certified Association. This is surely not 
the intention of the present councils of the 
Institute and Society. I realize that raising the 
number of articled clerks per member is thought 
to be the answer but maybe this move will, in 
the end, create more problems than answers. 

.(3) I consider. that four articled clerks per practising 
member is too many. The personal attention 
given to each clerk is bound to be reduced from 
the present level and encourages still further the 
-practice of ‘employing’ articled clerks instead of 
wage-earners. The ibility of increasing the 
number above four is to be further deplored and 
can only benefit the larger firms who employ a 
lot of non-partner qualified accountants. It will 
not benefit the articled clerk and, consequitur, 
certainly not the Institute of the future. 

(4) The confusion to the public which exists at the 
moment will, in my view, be further increased 
by this change and will not be entirely removed 
until the profession is completely integrated. 
We will be having ‘Incorporated’ members of 
the Institute and we will be having ‘Chartered’ 
members of the Institute who were Incorporated 
Accountants before this proposed scheme. For 
that part of the public to whom such things are 
important the distinction between present 
chartered and present incorporated will not be 
removed and I am sure that such employers 
to whom applicants present themselves as Char- 
tered Accountants ask ‘Are you a post- 
scheme or pre-scheme Chartered Accountant?’ 

(5) I quote on page 12 of the Explanatory Memo- 
randum — ‘the elimination of mixed firms . 
should tend to facilitate . . . desirable amalga- 
mation of firms. . . .' It is a very debatable point 
whether the amalgamation of firms, accountancy 
or otherwise, is ‘desirable’. Personally, I do not 
think it is. l 
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(6) Some of the advantages claimed for the inte- 
gration are not very real. For example, the 
district and student societies of the accountancy, 
and the secretarial bodies worked very well 
together in the district in which I was articled — 
the benefits and cost of lectures were shared and 
joint social activities were very successful. 

Until the day arrives when we are all statutorily 

ized as accountants and completely integrated 
under one body, I think the Institute should stand 
on its own feet and I can see no good reason for 
ing with any one of the Uer bodies. The 

Institute doesn't need the Society, the Society doesn't 
need the Institute, and I think neither the profession 


nor the public will benefit. 
Yours faithfully, 
Singapore. JOHN B. CURRAN, A GA. 


Sir, - I would like to add yet another voice to the 
integration question as I do not feel that the central 
points have been grasped, notwithstanding the 
voluminous correspondence, the circulars and the 
discussion at the Royal Festival Hall. 

I have gained the impression that the scheme arose 
in the following way: 

(1) The Council of the Institute had been discussing 
the numbers of members and the fact that the 
joint annual increases to the Society and Associ- 
ation tended to outstrip the increment to the 
Institute. It was suggested that, for the Institute 
to hold its place as the overall largest accountancy 
body, greater latitude must be given to the 
number of articled clerks per practising member; 
and the scheme's compromise between the 
current requirement and that of the Scottish 
Institute became the majority view. 

(2) The Council recognized that such a move would 
strip the Society of the greater part of its intake; 
that is, of course, the basic intention of the above 
decision. While obviously in a strong bargaining 
position, it is greatly to their credit that the 
Council made no attempt to dictate terms but 
entered into negotiations with the Council of 
the Society. 'l'he scheme indicates that the 
Institute has made concessions ass well as the 
Society. 

The scheme has been presented and the next step 
is the poll of Institute members. The trends suggest 
that the voting may be very close to the two-thirds 
majority required. Much has been said on the 
advisability of the scheme and the contemplated 
results of putting the scheme into operation. But 
what if it is voted down? Will the Council members 
resign en bloc or individually? If they stay, will they 
permit the four articled clerks scheme to go through 
or will they pigeon-hole it? 

It is said that the rejection of the scheme will 
throw the Society into amalgamation with the 
Association. Whether or not such a move has been, or 
will be, contemplated, rejection of this scheme plus 
the introduction of the four-clerk plan would of 
necessity result in such an amalgamation, as that 
would be the Society’s only alternative to slow 
strangulation. Chartered Accountants in practice, 
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who at present train so large a proportion of the 
Society intake, would tend to offer articles to those of. 
their staff with the capacity to take the Society's 
examinations in order to reduce the turnover of 
student staff (and with probably some small saving in 
salaries). In this connection, it 1s interesting to reflect 
that there do not appear to be many Incorporated 
Accountants or students in Scotland. 

If the Institute accept the present scheme, I do 
not see, on the basis of the above remarks, that the 
members of the Society have any alternative but to 
support the scheme. The passing of the Society will 
be mourned, but we may rest assured that in any 
event the passing would not be long delayed. For this ` 
reason, I feel that the municipal Society members 
can only gain by supporting the scheme, although it is 
unfortunate that the Institute could not see their way 
to offering them the Chartered Accountant desig- 
nation as well as membership. 

No matter what the final decisions be, I do believe 
the profession cannot now turn back but must go 
forward to some form of integration and, I hope, 
eventually to registration. 


Yours faithfully, 


Torquay. L. TRUMAN, A.S.A.A. 
SIR, — I have read your correspondence columns and 
the report of the meeting held on February 19th. 

I commenced to practise (A.C.A.) in the provinces - 
at the age of 21 years, some thirty-odd years ago, and 
because of health am no longer personally interested 
to any extent in the future of the profession. 

Despite the fact that I have for long been an F.C.A., 
I none the less still have, to the surprise of my clients, 
some semblance at least of human traits left to me, 
the most profound of which is a desire for the welfare 
of my son. Í assume a number of members of the 
Councils of the Institute and Society also to be 
fathers (in some cases no doubt, grandfathers), and 
further, I presume them to be as human or more so 
than I and not, therefore, willing lightly to sell their 
sons’ heritage for a mess of potage. This fact alone, 
to say nothing of the gratitude I feel to be due to 
Mr Lawson and his colleagues, and my personal 
confidence that they have proceeded in the interests 
of all so far as present circumstances permit, will 
ensure that my voting paper reaches the scrutineers 
clearly showing my support for the scheme. 

I know so well the frustrations one suffers from 
what I have always called 'the competition of the 
quack', and to which various of your correspondents 
have referred, but I am not with them in believing 
that members of the Councils are unaware of, or dis-... 
interested in, this problem of the small provincial 
practitioner and feel confident that had Mr Lawson 
and his colleagues yet been able to advance the 
scheme further towards unification, they most 
certainly would not have failed to do so. 


Yours faithfully, 


Bristol. NEVILL C. EYRE, r.c.4. 
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S, - It is obvious from the letters which have 
‘appeared in The Accountant and from the speeches at 
the meeting in London that there is a large body of 
opinion in our profession who are not satisfied either 
(a) that the scheme of integration as proposed by the 
Council is, for various reasons, an acceptable one; or 
(6) with the way in which the scheme has been put 
to the members; or (c) both. 

It seems, therefore, that the voting may be very 
close and if 66$ per cent (majority?) of the members 
do vote in favour, there may be a minority of at least 
6,000 members’ who are not in favour. Can the 
Council in all fairness ignore the views of such a large 
-body of opinion? 

Surely this is the time for the Council to listen to 
the voice of wisdom, declare the present scheme in 
abeyance for the time being, appoint a committee on 

which profession and commerce are proportionately 

represented, first to find out whether integration in 
some form is thought to be a good thing and, if so, 
to draft a scheme which will be acceptable to not less 
than 80 per cent of members. 

I do not oppose integration (qua integration), but 
I am not satisfied at the moment that it can be wholly 
and effectively achieved without lowering the stan- 
dards we have set ourselves, neither do I think the 
matter has been handled in euch a way that all mem- 
bers of the Institute have had a full and proper 

chance to consider and discuss the pros and cons of 
SE present scheme and its alternatives. 

. Finally, and (with apologies to Messrs Bostock & 
Co), purely as a matter of principle, I consider the 
pointment as scrutineers of five voting members of 
the Institute most ill-advised. 
Yours faithfully, 

. Hull. D. E. CULPIN, A.C.A. 
Sm, - May I be permitted a little more of your space 
to reply to the editorial note which appears below my 
letter in your issue of March 2nd. 

. Like many other words which are capable of bear- 
“ing varying shades of meaning, the precise meaning 
to be attached to the word ‘majority’ must be deter- 
mined from the context, ‘Majority’ has several mean- 
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ings but here we are concerned with only two: (i) the 
greater part numerically — e.g. ‘the ma jority of those 
present voted in favour of the motion' and (ii) the 
superiority of the greater over the less— e.g. ‘the 
Government obtained their vote of confidence by a 
small majority of ten'. And here, sir, may I with the 
greatest respect say that this 1s the first point on which 
I feel I must join issue with-you since the phrase ‘a 
bare majority to which you refer falls, in my view, 
into the second category. 

If there is used as a yardstick a simple positive 
integer, then there is surely no doubt that the mean- 
ings of the following two sentences are quite distinct: 


(a) “To be passed the resolution must be approved . 
by not less members’ (i.e. it is im- 
material how many vote against); and 


(b) "T'o be passed the resolution must be anoei 
by a majority of not less than fifty.’ 


(a) would be obviously unsatisfactory in practice, 
whereas (b) would not, but the important point is 
that the two sentences are given entirely different 
meanings by the exclusion or inclusion of the words 
‘a majority of’. I do not see, therefore, how it can be 
suggested that the meanings can be the same if some 
other form of yardstick is used, such as a percentage 
or fractional basis of those present and voting, for 
determining the size of the majority. Nor do I think 
there is any need to accuse the draftsman responsible 
for clause 30 of the Supplemental Charter of being 
either tautological or guilty of what Fowler would 
call an illiterate blunder. 

And, sir, you must forgive me if I say that it does 
not follow that a meaning that is ‘generally accepted’ 
is necessarily correct. Your reference to Section 141 
of the Companies Áct, 1948, is apt but surely not 
conclusive, unless there has been some judicial pro- 
nouncement on the meaning to be given to this 
section; and your note suggests that there has not. 

Finally, may I say that my interest in this point is 
solely objective and does not arise from any desire 
to see the motion defeated. 

Yours faithfully, 
London, WCI. |... R. B. BARKER, F.c.a. 


Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Charles Winn Accounts: 

Income Tax and Profits Tax on Dividends . 
Sir, — I note the points made by Mr K. M. Townsend 
in his letter published in your issue of February 23rd. 
Whilst admitting that there is a difference im 
principle between deduction of tax from dividend 
payments and deduction of tax under P.A.Y.E., there 
is little difference in practice. It is, in effect, immaterial 
whether tax is deducted first and 
P.A.Y.E.) or paid first and deducted later (as with 

dividends paid out of past taxed profits). 


paid later (as with - 


I also admit that, in some cases, ascertainment of 
the separate amount of profits tax applicable to the 
dividends paid is involved. Such cases, however, are 
rare and-are normally confined to non-trading com- 
Seite What is at issue is the information provided 

y trading companies, 

I am surprised: that Mr 'T'ownsend — in company, 
presumably, with all your other readers as no other 
letter on the subject has been published — has com- 
pletely ignored my main point. Pun criticizing ~ -and 
endeavouring to stop'`in'its- early stages = the growing 
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tendency of firms anxious to make their accounts 
more understandable to the layman, to issue simpli- 
fied versions or additional information in an in- 
accurate, or at least a misleading form. I instanced the 
Folland Aircraft additional information (published 
in your issue of December 29th) as a case in point. 
I stated that I considered the matter was of sufficient 
importance to warrant the serious and urgent atten- 
tion of the profession. The only reaction of the 
profession so far apparently comprises one letter, 
from one accountant, referring merely to a side issue. 

Í challenge the profession to say whether or not, 
in their view, they are: (a) legally, or (6) morally, if 
not legally, responsible for the additional information 
published by companies, either (i) bound in with the 
certified accounts; or (ii) issued separately. I should 

ine that, in the view of everyone else anyway — 
including both the company's employees ee whom 
the additional information is presumably mainly 
intended) and the shareholders - the b are 
regarded as responsible, probably legally. Certainly 
the directors who issue the accounts have a good 
defence if there are any errors if the information has 
even simply been seen by the auditors, let alone 
prepared or agreed by them. 

In ‘Seen from the City’ in the March rst issue T 
the Stock Exchange Gazette, the writer has some hard 
things to say on this subject. The Investors’ Chronicle 
has expressed similar views. I am pleased to see that 
I have such powerful allies. It is surely time that the 

rofession took all these complaints seriously — and 
before à someone gets into trouble, as assuredly will 
be the case if the practice persists; and the trouble 
may involve the auditors as well. (The auditors may 
certainly be involved if. the simplified, or explanatory, 
accounts or statements are prepared by them.) 
. May I hope for some more positive reaction by the 
profession to this letter? 
Yours faithfully, 
N. K. MOUSLEY, 
Chairman, 
Birmingham. —. CuanLES WINN & Co ‘Lap. 


‘Unclaimed Dividends’ 


Sm, - In his article on ‘Unclaimed dividends’ in your 
issue of January 1gth, 1957, Mr Spencer G. Maurice 
appears to base his main conclusion on the Severn 
and Wye and Severn Bridge Railway case of 1896, 
in which it was held that the limitation period under 
the then Statutes commenced to run at the date of 
declaration of a dividend. In a case in my experience, 
legal advice was given that this decision was overruled 
by the case of Fones v. Bellgrove Properties Ltd ([1949] 
2 K.B. page 700), which Mr Maurice does not 
mention. 

In that case, Lond Goddard, C.J., in the Court of 
Appeal, was dealing with an action to recover a loan 
to a company by a director and shareholder. The 
defence was that the. right of action was statute- 
barred because the debt accrued more than six years 
before an action was brought. ‘The loan formed part 


of a total shown as ‘Sundry.creditors’ in the balance 
sheet. Lord Goddard held (the majority concurring)\ 
that these facts constituted an acknowledgment of a 
debt within the meaning of Sections 23, 24 of the 
Limitation Act, 1939. Hence the right of action first 
accrued on, and not before, the date of such acknow- 
ledgment. Lord Goddard upheld the decision in 
In re Atlantic and Pacific Fibre Importing and Manu- ` 
facturing Co Ltd ([x928] Ch. 836), in which disclosure 
of debenture interest payable, in a balance sheet, 
SNE an action for recovery from being barred 
y the limitation period. - 

Assuming that the law as stated in the foregoing 
decisions applies equally to unclaimed dividends, the 
inference is that the limitation period commences to 
run afresh on each successive occasion on which such 
dividends form part of the liabilities in a published 
balance sheet, even if included in a general item such 
as ‘Sundry. creditors’, It appears, however, that 
articles of association continue to fall into line with 
Stock Exchange requirements, in permitting for- 
feiture after twelve years from the date of declaration. 


Yours faithfully, 
Epsom, Surrey. H. S. BAYLEY, A.C.A. 


[Mr Spencer G. Maurice writes: Re Severn and Wye 
and Severn Bridge Railway ([1896] x Ch. 559) was 
not referred to by Lord Goddard, C.J., in his judgment 
in Fones v. Bellgrove Properties Ltd ([1949] 2 K.B. 700) . 
(a judgment in which Tucker and Singleton, LIFE 
merely concurred), nor does it appear to have been 
mentioned in argument. Lord Goddard emphasized 
that the decision of the Court was based on the special 
facts of the case, and essential facts were that the bal- 
ance sheet contained a specific item, “To sundry creditors 
£7,638 6s 10d’ (of which the loan in question was 
proved to be part), and that the balance sheet was 
presented to the shareholders at an annual general 
meeting, at which the plaintiff was present. In Re 
Severn and Wye and Severn Bridge Railway, on the 
other hand, Romer, J., as I have stated in my article, 
accepted as law the fact that mere entry in the books of 
the company of the outstanding dividends did not take—~ 
the case out of the Statutes of Limitation, at any rate 
when no spectal part of the assets was set aside as repre- 
senting the dividend and no notice of the entry was given 
to the shareholder. It is, in my opinion, therefore 
clearly quite wrong to suggest that Fones v. Bellgrove 
Properties Ltd has in any sense overruled Re Severn 
and Wye and Severn Bridge Railway, the facts being 
totally different. In my article I have, however, 
observed that in the light of Section 343 (1) of the 
Companies Act, 1948, Re Severn and Wye and Severn 
Bridge Railway may no longer be good law, but it is 
noteworthy that it was evidently accepted as good law 
by Harman, J., in Welch v. Bank of England and_ 
Others ({[1955] Ch. 508), though the learned judge 
distinguished the case before him on the facts and did 
not have occasion to consider the possible effect of 
Section 343 (1). It is, of course, possible that the Court 
would apply Jones v. Bellgrove Properties Lid, in a 
case where the facts were sufficiently similar where, . 
for example, a dividend which was the subject. of 
claim appeared in a balance sheet which the claimant 
had received. ] 


March. 16th, 1957 


THE 
ACCOUNTANT 


THE INSTITUTE OF CHARTERED 


305 


ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, March 6th, 1957, at the Hall of the 
Institute, Moorgate Place, London, ECz, there were 
present: 

Mr A. S. H. Dicker, M.B.E, President, in the chair; 
Mr W. H. Lawson, C.B.&, Vice-President; Messrs H. 
Garton Ash, ong, M.C., W. L. Barrows, Sir Harold Barton, 
"Messrs T. A. Hamilton Baynes, J. H. Bell, H. A. Benson, 
C.B.E., Sir Bernhard Binder, Messrs J. Blakey, C. W. Boyce, 
C.B.E., W. G. Campbell, W. S. Carrington, J. Clayton, 
E. C. Corton, C. Croxton-Smith, W. G. Densem, W W 
Fea, Sir Harold Gillett, M.C., Messrs P. F. Granger, Sir 
Harold Howitt, G.B.E., D.3.0., M.C., Messrs P. D. Irons, 
R. B. Leech, M.B.E, T.D., R. McNeil, J. H. Mann, M.B.E., 
W. E. Parker, c.B.z., C. U. Peat, M.C., P. V. Roberts, L. W. 
Robson, Sir Thomas Robson, M.B.E., Messrs G. F. Saunders, 
Gilbert D. Shepherd, M.B.&,, K. G. Shuttleworth, C. M. 
Strachan, O.B.E, E. D. Taylor, G. L. C. Touche, A. D. 
Walker, M. Wheatley Jones, E. F. G. Whinney, R. P. 
Winter, M.C., T.D., with the Secretary and Assistant Secre- 
taries. 


Presentation of Prizes 


In presenting the following prizes to the under- 
mentioned candidates, who are able to attend the 
meeting of the Council, the President said: 

ntlemen, 

l am very pleased, once again, to have the oppor- 
tunity of being able to congratulate, personally and on 
behalf of the Council, the prizewinners on their 
splendid achievements in the last examinations, and 
I welcome those of you who are able to come here 
today. 

It is a happy custom that those who have so dis- 
tinguished themselves are invited to come to meet the 
Council in full session and to receive from the hands 
of the President in his representative capacity those 
awards which they have so well earned. 

It is good that you should be here — it is good for 
,-us to see the type of man who is making such an excel- 
lent start in the profession, and it is good for you to 
get a glimpse of the members of the Council in working 
order in this chamber where so much of our Institute 
history has been and is still being made. 

I should like you always to remember these few 
minutes in your lives, especially if it may so be that 
one day some of you will be occupying membership 
seats here and summing up the prizewinners of the 
future. 

A noticeable feature of the results of the last exami- 
nations is the smaller number of awards of certificates 
of merit. Perhaps this partly explains why the Council 

seen fit to make a statement regarding the general 
standard of answers in some of the accounts papers. 
It is not for me, nor is this the time, to hold any 
inquest on the examination results, but perhaps the 
position 1 have mentioned tends to make the present 
honours and awards and therefore your achievement all 
the more meritorious. 

It i not usual to single out any one of the whole 
for special mention, but I am sure that today everyone 
present, both councillors and prizemen, will join 


LÀ 
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with me in congratulating Mr Burling on what must 
be one of the most outstanding successes in the history 
of our Final examination. Mr Burling, in addition to 
being awarded the First Certificate of Merit, has gained 
eight prizes. In the Intermediate he was awarded First 
Certificate of Merit and gained four prizes, and we 
shall follow his progress with much interest. 

Those of you who have been so successful in the 
Intermediate examination will now, no doubt, be 
spurred on to qualifying eventually as double honours 
men. It is a very worthy aim and we wish all of you 
the greatest success and we hope to see you here 
again in about three years' time. 

During the proceedings of the Council meeting 
today, I shall be asking the Council to approve for 
admission as members of our Institute all those who 
have been successful in the Final, and through you, 
gentlemen, who have so distinguished yourselves, I 
would like to congratulate all your fellow candidates 
who are included in the list which forms part of the 
Council agenda today. 

Membership of the Institute of Chartered Account- 
ants is indeed something worth having. 

In these modern days quite properly very full weight 
is attached to professional and technical qualifications 
and in the great competition for the best chances in 
business life the highest qualification in the particular 
sphere gives the holder priority of opportunity. 

But do not forget that all that qualification does is 
to help you to put your foot very firmly on the ladder, 


and it is up to you to use your qualification properly 


to ensure that your upward progress is in keeping with 
your initial start. 

Í suggest that this is best accomplished in two ways, 
which lie entirely in your hands. Firstly you are going 
to be members of an Institute which is very jealous 
of its high standards of efficiency and integrity, and 
you must see to it that in all you do you are conscious 
of your obligation to uphold that dignity. My other 
suggestion is that you should recognize an obligation 
on your part to give the fullest possible support for 
the,benefit and welfare of your fellow members, 
especially for those who will be future members, by 
taking a sincere and close interest in the domestic 
side of our Institute through the district society to 
which you will belong. 

It is therefore with much sincerity that I wish you 
all a very happy future and the greatest success after 
the flying start you have made. (Applause.) 


Final 


First Certificate of Merit, the Institute Prize, the Walter Knox 
Scholarship, the O. C. Railton Prize for the year 1956 and 
the Plender Prizes for the Advanced Accounting (Part 1), the 
General Financial Knowledge and Cost Accounting and the 
English Law (Part I) and (Part II) papers 
D. C. Burling (H. O. H. Coulson), London. 


Plender Prize for the Taxation paper 
E. C. Meade (A. W. Sarson), London. 
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Intermediate 
First Certificate of Merit, the Institute Prize, the Robert 
Fletcher Prize, the Frederick Whinney Prize and the Plender 
Prize for the Book-keeping and Accounts (Partnership) paper 
R. B. Fort (F. A. Walker), Birmingham. 
Second Certificate of Merit and the Tom Walton Prize 
B. R. Dunn (G. F. Saunders), Liverpool. 
Third Certificate un Merit and the Flight-Lieutenant Dudley 
Hewitt, D.F.C., Prize 
C. W. R. Geering (A. G. B. Gunn), London. 
Fifth Certificate of Merit 
R. F. Cornwell (L. L. Moore), London. 
Sixth Certificate of Merit and the Plender Prize for the Book- 
keeping and Accounts (Limited Companies) paper 
R. K. Fisk (A. C. Judd), London. 
Seventh Certificate of Merit 
M. N. Peterson (W. H Thomas), Liverpool. 
Eighth Certificate of Merit 
R. M. Wilkins (L. A Periton), London. 
Ninth Certificate of Merit 
C. D. Hume ON. Tomblin), Ilkley. 
Plender Prize for the KEE and Accounts (Executor- 


hip) paper 
M. Cutler (F. N. Gollop), London. 


Re-admission 


Three applications for re-admission to membership 
were acceded to. 


Intermediate Examination 


One application under bye-law 81 from an articled 
clerk for permission to sit an earlier Intermediate 
examination was not acceded to. 


Final Examination 


Four applications under bye-law 86 from  articled 
clerks for permission to sit an earlier Final examination 
were acceded to. 


Articled Clerks engaging in Other Business 


Two applications under bye-law 57 from articled 
clerks to engage during their service under articles in 
other business for the sole purpose and to the limited 
extent specified in the applications were acceded to. 


Articled Clerks: Industrial Experience 
Two applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in an 
industrial or commercial organization during service 
under articles were acceded to. 


Recommendations of the Royal Commission on 
the Taxation of Profits and Income 


In the report of the proceedings at the Council meeting 
on February 6th, 1957, the Council stated that it had 
approved for submission to the Chancellor of the 
Exchequer, a memorandum suggesting an order of 
priority for the implementation of the recommendations 
of the Royal Commission on the T'axation of Profits and 
Income. The Council now wishes to state that any 
member wishing to obtain a copy of the memorandum 
may do so, without charge, on application to the 
offices of the Institute. 


Certificates of Practice 


(a) The following fourteen applications for certificates 
of practice from associates who have commenced to 
practise, were acceded to: 

Barrows, Peter William; 1954, A CA: (Howard Smith, 

Thompson & Co), 96 Newhall Street, Birmingham, 3, 

and at London. 
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Careless, Stanley James; 1953, A.C.A.; 23 Woodhall Road, 
Penn, Wolverhampton. 

Carolin, Joseph Sinclair, M.5.E.; 1928, A CA: The Vine " 
House, 1 Park Lane, Sevenoaks, Kent. 

Dowd, Anthony Thomas, B.3C;- 1954, A.C.A. (E. A. 
Radford, Edwards & Co), 52 Brown Street, Manchester, 2. 
Horn, John Isi, B.A; 1955, A.C.A.; (John Horn & Co), 
Duke Street House, 415 Oxford Street, London, Wir. 
McCormack, Charles William; 1956, A CA: (Morrish, 
Walters & Co), Provincial House, 98-106 Cannon Street, 

London, EC4 

Morrison, Albert William; 1953, A.C.A.; 230 Nelson Road, 
. Whitton, Middlesex. 

Pannaman, Julian Grahame; 1955, A.C.A.; 1 Dovercourt 
Gardens, Stanmore, Middlesex. 

Peaston, Henry William; 1948, A.C.A.; (Bairstow & 
Atkinson), Carlton House, 14 Bull Close Lane, Halif 
Pownall, David Selby; 1955, A CA: (D. S. Pownall & Co), 

51 Chesterfield Road, n, London, Ero. 

Sapsford, George Bertram; 1954, A.C.A.; (*George Cobley, 
Hayes & Co), Eleanor House, Eleanor Cross Road, 
Waltham Cross, Herts. 

Starkie, William Stanley; 1938, A.C.A.; 32 Cornhill Road, 
Davyhulme, Manchester. 

Taylor, Frederick Mackford; 1949, A.C.A.; (Francis W. 
Bright & Co) and (Coles, Mair & Co), 17 St Thomas’ 
Square, Newport, Isle of NN and at Freshwater. 

Vincent, Basil Keith; 1949, A.C.A.; (Lund, Vincent & Co), 
9 Magnet House, Ge Green, London, Wa. 


Elections to Fellowship 

(a) Twenty-four applications from associates for 
election to fellowship under clause 6 of the supple- 
mental Charter (bye-law 31) were acceded to and one 
application was re 

(b) Three applications from associates for election te^ 
fellowship under clauses 6 and 31 of the suppleméhtal 
Charter (bye-law 31) were acceded to. 


Admissions as Associate 
(a) Four hundred and fourteen applications for 
admission as associate under clause 5 of the supple- 
mental Charter (bye-law 31) were acceded to. 
(b) Twenty-one applications for admission as associ- 
ate under clause 9 of the supplemental Charter (bye- 
law 36) were acceded to. 


A list of those who complete their fellowship or 
membership before March roth, will appear in The 
Accountant of March 23rd. 


Resignation 
The Council accepted the resignation from member- 
ship of the Institute of: 
Mr Thomas George Don, A.C.A., Esher. 


Registration of Articles 
The Secretary reported that 164 articles of clerkship 
were registered during the month of February 1957, as 
compared with 154 in February 1956, making a total 
of 288 since January Ist, 1957, as compared with 291 
for the same period in 1956. 


Change of Name 
The Secretary reported that the following change of. 
name had been made in the Institute records: 
Prayoon Vilyaratn to Prayoon Vinyaratn, A.C.A. 


Deaths of Members 
The Council received with regret the Secretary's report 
of the deaths of the following members: 
Mr Thomas Davey Cockerill, r.c.a., Sheffield. 


* placed against the name of a firm indicates that the firm 1s 
not wholly composed of members of the Institutes. 


— 
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Mr Thomas Dowell, ?.C.A., Carlisle. 
^, , Edward Stanley Etchells, r.c.4., Huddersfield. 

» Thomas Geoffrey Foster, F.C.A., Southport. 
» Frank Pardo-Roques, A.C.A., Leicester. 
» Basi Murton Gill, A.C.4., Walmer, Deal. 

The Rev. Everard Paul Valentine Jarvis, M.A., A.C.A. 

Vijayawada, S. India. 

Mr Thomas Percy Locking, M.C., A.C. A., Seaford. 
» James Walter Pitts, A.C.A., Barnt Green. 
» Thomas Robson, A.C.A., Liverpool. 
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Mr William Rankin Smith, a.c.a., St Albans. 
,» Alan Boyer Sugden, a.c.a., London. 


Mr Ronaid Arthur Irish, F.C.A.(Aust.) 
Mr Ronald Arthur Irish, F.c.a.{ausT.), President of 
The Institute of Chartered Accountants in Australia, 
who is on a visit.to this country, was received by the 
Council after the conclusion of its meeting. The 
President extended to him a hearty welcome to which 
Mr Irish suitably replied. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 

Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 

bye-law r03 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 
7 hearings held on February 6th, 1957. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Jobn 
Wycliffe Wakefield, F.C.A., was adjudicated bankrupt on 
November 23rd, 1956, so as to render himself liable 
to exclusion or suspension from membership of the 
Institute. The Committee found that the formal 
complaint against John Wycliffe Wakefield, F.C.A., had 
been proved and the Committee ordered that John 
Wycliffe Wakefield, formerly of Council Chambers, 
109 Colmore Row, Birmingham, be excluded from 
membership of the Institute. 


A formal complaint was preferred by the Investi- 
gation Committee of the Council of the Institute to 
the Disciplinary Committee of the Council that two 
Yelgws of the Institute practising in partnership 
together had been guilty of an act or default discredit- 
able to a member of the Institute within the meaning 
of clause 21, sub-clause (3) of the supplemental Royal 
Charter in that they accepted nomination as auditors 
of a limited company without first communicating with 
the then auditor of that company, so as to render 
themselves liable to exclusion or suspension from 
membership of the Institute. The Committee found 
that the formal complaint had been proved and decided 
that the said two fellows be admonished. The Com- 
mittee also decided that there existed special circum- 


stances justifying the omission of their names from the 
publication of the Finding and Decision. 


Formal complaints were preferred by the Investi- 
gation Committee of the Council of the Institute to 
the Disciplinary Committee of the Council that a 
fellow of the Institute (1) had been guilty of acts or 
defaults discreditable to a member of the Institute 
within the meaning of clause 21, sub-clause (3) of the 
supplemental Royal Charter in that (a) despite re- 
peated requests by the solicitors acting for a deceased 
client he failed to hand over or complete the accounts 
of that client, (b) he failed to reply to or to take any 
action in response to two letters addressed to him by 
the Secretary of the Institute; (2) was on December 
18th, 1956, ge as Liquidator of a limited com- 
pany on a charge of failing to send to the Registrar of 
Companies a statement with respect to the proceedings 
in and position of the liquidation of the said company 
contrary to Section 342 of the Companies Act, 1948, 
so as to render himself liable to exclusion or suspension 
from membership of the Institute. The Committee 
found that the formal complaints had been proved but, 
in view of exceptional circumstances, the Committee 
decided to take no action. The Committee further 
decided that there existed special circumstances 
justifying the omission of the name of the member 
from the publication of the Finding and Decision. 


a | | . MEMBERS' LIBRARY 
The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


Accounting for Returnable Containers: a summary of 
practice. (National Association of Cost Accountants). 
New York, 1956. (N.A.C.A.) 

Club Management and Control; by J. Hampton and P, 
Arnold. 1956. (London Trade Journals, 205). 

Companies: law and practice; by S. W. Magnus and M. 
Estrin: 3rd edition. 1957. E BLE 

Executorship Law and Accounts; by C F.C.A., and 
O. Griffiths: 11th edition by O. Griffiths bandi! C. Hough. 

‘a Eier 175 6d). 

to Income ‘Tax Practice; by R. N. Carter: ryth 
x by H. Edwards and A. M. Edwards. 1953. 
Supplement, 1957. (Gee, 55s and ros). 

Histoire et Doctrines de la Comptabilité; by J. Vlaemminck. 
Brussels, 1956. (Editions du Treurenberg, 315 6d). 

Income Tax on Landed Property; by N. E. Mustoe: 
3rd edition. 1956. (Estates Gazette, 403). 

Internal Audit in Local Authorities and Hospitals; by 
W. L. Abernethy. 1957. (Shaw, 37s 6d). 

International Monetary Co-operation 1945756; by B. Tew: 
3rd edition. 1956. (Hutchinsons, 8s 


An Introduction to Linear Programming, by y W. Charnes, 
W. W. Cooper and A. Henderson. New York, 1953. 
(Wiley, 241). 

An Outline of Planning Law; by D. Heap: and edition. 
1955. (Sweet & Maxwell, 25s.) 

Report on the Supply and Exports of Electrical and Allied 
Machinery and PEE (Monopolies & Restrictive Prac- 
tices Commission.) 1957. (H.M.S.O., 11s.) 

Report on the Supply of Electronic Valves and Cathode 
Ray Tubes. (Monopolies & Restrictive Practices Com- 

. mission.) 1956. (F.M. S.O., 7s.) 

Savings and Finances of the Upper Income Classes: an 
article by L. R. Klein, K. H. Straw and P. Vandone. 
(Bulletin of the Oxford University Institute of Statistics, 
November 1956.) 

Tax Planning and the Family Company with precedents; 
by D. R. Stanford. 1957. (Sweet & Maxwell, 50s.) 

Vitality in Administration; by H. Morrison, B. Smallpeice, 
A.C.A., and others. 1957. (Royal Institute of Public 
Administration, 8: 6d.) 
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OF INCORPORATED ACCOUNTANTS 
EXTRAORDINARY MEETING OF MEMBERS 
Amendments to Articles of Association Approved 


Thirty-five members of The Society of Incorporated 
Accountants attended the extraordinary general 
meeting held at Incorporated Accountants’ Hall, 
Temple Place, Victoria Embankment, London, on 
March sth, to consider proposed amendments to 
certain of the Society’s articles of association, the 
effect of the amendments being to ensure that the 
widest possible expression of opinions should be 
obtained on the proposed scheme of integration with 
the Institutes of Chartered Accountants in England 
and Wales, Scotland and Ireland. 

The President, Sir Richard Yeabsley, C.B.E., F.S.A.A., 
F.C.A., presided at the meeting and he was accompanied 
on the platform by the Vice-President, Mr Edward 
Baldry, F.s.a.a., and Mr E. Cassleton Elliott, F.s.a.a., 
a Past President and a member of the Council. 

After it had been agreed to take the notice con- 
vening the meeting as read, the President said: 

I do not think I need take up much of your time 
this afternoon because the notes that accompanied the 
notice of this meeting set out in some detail the pur- 
poses and the scope of the proposed alterations in the 
Society’s articles of association. I am sure you have all 
read them and that they are perfectly clear. 

The proposed alterations now before you have three 
main purposes. First, to ensure that the members of 
the Society overseas shall have an adequate opportunity 
of voting on matters submitted to members in general 
meeting: that is the object of the proposed alterations 
to Articles 17, 111, 112 and 136. Secondly, to set out 
in greater detail in Articles 120 and 121 the procedure 
to be followed in connection with the postal vote that 
is required on a poll. Thirdly, to clarify the manner in 
which proxy votes are to be given on a poll. These 
alterations are in Articles 125 and 126. 

The Council commend these amendments to 
members for their approval. I should stress that the 
proposals for the integration of.the Society with the 
English, Scottish and Irish Institutes of Chartered 
Accountants are not open for discussion this afternoon. 
That opportunity will, I hope, come later, but the 
date of the Society’s extraordinary general meeting to 


consider the integration proposals cannot yet be fixed. . 


The President then moved that the following resolu- 
tion, which had previously been circulated to members, 
should be taken as read: 


The Resolution 


“That the Articles of Association of the Society be 
altered in manner following, that is to say: 
(A) By deleting from Article 17 the words “in the 
nited Kingdom". 
(B) By deleting Articles 111 and 112 and substituting 
therefor the following two new Articles: 

“rrr. In the case of an Annual general meeting 
or of a meeting for the passing of a special resolution 
twenty-one clear days’ notice at the least and in any 
other case fourteen clear days’ notice at the least, 
specifying the place, the day and the hour of 


meeting, and in case of special business the general 
nature of such business (and in the ‘case of an 
annual general meeting specifying the meeting as 
such) shall be given in manner hereinafter men- 
tioned to all members (other than those who under 
the provisions of these presents are not entitled to. 
receive the notice) and to the auditors for the time 
being of the Society: Provided that a eneral 
meeting shall, notwithstanding that it is called by 
shorter notice than that specified in this article, be 
deemed to have been duly called if it is so agreed 
by such number of members entitled or having a 
right to attend and vote thereat as is prescribed by 
the Statutes. 

“Irz. The accidental omission to give notice to, 
or the non-receipt of notice by, any person entitled 
to receive notice, shall not invalidate the proceed- 
ings at any general meeting.” 


(C) By deleting Articles 120 and 121 and substituting 


therefor the following two new Articles: 


“120. At any general meeting (unless before or 
upon the declaration of the result of the show of 
hands a poll is demanded by the chairman or by at 
least three members having the right to vote at the | 
meeting or by a member or members represenant 
not less than one-tenth of the total voting rights of 
all the members having the right to vote at the 
meeting) a declaration by the chairman that a 
resolution is carried and an entry to that effect in 
the minutes of the proceedings of the meeting shall 
be sufficient evidence of the facts so declared, with- 
out proof of the number or proportion of the votes 
given for or against the resolution: Provided always 
that no poll shall be taken as to the election of a 
chairman or the adjournment of a meeting, and 
notwithstanding the demand for a poll the meeting 
shall continue for the transaction of other businessin 
respect of which a poll has not been demanded. 
The members demanding a poll may nominate three 
members to act as scrutineers on their behalf, and^ 
the chairman shall appoint such other members 
(not exceeding three) to act as scrutineers jointly 
with them as he may think fit. 

"121. On a poll being duly demanded: 

(a) The chairman shall as soon as practicable after 
the conclusion of the meeting at which the poll 
was demanded reduce the resolution or amend- 
ments to writing in such form as he shall con- 
sider most suitable to ascertain the sense of the 
members; and the chairman's decision as to the 
manner of so stating such resolution or amend- 
ments shall be final. 

(b) Voting papers containing such resolution or 
amendments with such notes and directions-ag.- 
the chairman shall consider necessary shall, not 
more than fourteen days after the date of the 
meeting, be issued by the Council to every 
member entitled to attend and vote at the 
meeting (whether or not he was present in 
person or by proxy at the meeting) except that 
1f any member has appointed a proxy to repre- 
sent him at the meeting and has in the instru- 
ment appointing the proxy so directed, the 
voting paper sball be sent to the proxy so 
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appointed at the address stated in the instru- 
ment instead of to the appointor. 

(c) All voting papers so issued must, to be valid, be 
returned duly completed to the Council at the 
address specified on the voting paper not later 
than twenty-eight days after the date on which 
the voting papers were issued, and every voting 
paper shall contain a statement of the date by 
which it must be so returned. Any voting paper 
received after the said period of twenty-eight 
days bas elapsed shall be invalid and shall be 
rejected. For the purposes of this provision 
voting papers shall be deemed to have been 
issued by the Council twenty-four hours after 
the letter containing the same shall have been 
put into the post. 

M (d) The chairman shall fix a time and place for the 

d counting of the votes. At the time and place so 
fixed it shall be the duty of the scrutineers to 
attend and examine and count the votes. The 
count shall not commence unless a quorum of 
the scrutineers is present and for this purpose 
two shall be a quorum. In the event of no such 
quorum being present within half an hour of 
the time appointed the chairman shall fix 
another time and place. 

(e) The scrutineers shall as soon as practicable report 
the result of the voting to the chairman and shall 
include in such report a statement of the number 
of votes rejected by them and the reasons for 
such rejection, In the event of any disagreement 
among the scrutineers as to whether any vote 
ought to be rejected the matter shall be referred 
to the chairman whose decision shall be final. 

(f) The chairman shall make such arrangements as 

S he thinks fit for informing the members of the 

result of the voting.” 

(D) By inserting immediately after the end of the 
existing Article 125 the following words: “provided 

that unless the appointor shall in the instrument 
appointing the prory direct that any voting paper 

shall be sent to the proxy at an address given in the 
instrument, any voting paper required to be issued 
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on a poll shall be sent to the appointor at his address 
as appearing from the register of members and not 
to his proxy. A member may not require voting 
papers to be sent to more than one proxy.” 

(E) By inserting in Article 126 immediately after the 
words "and at every adjournment thereof". the 
following words: "In the event of a poll being 
demanded on any resolution or amendment I direct 
that the relevant voting paper shall be sent to me/to 


my proxy 

at " And by 

deleting from such Article the words “and every 

such instrument of proxy shall be duly stamped." 
(F) By deleting the existing Article 136 and substituting 

therefor the following new Article: 

“136. Any notice or document may be served by 
the Society on any member either personally or 
by sending it through the post in a prepaid letter 
addressed to such member at his address as 
appearing in the register of members." 


Tue Vice-Presipent (Mr Epwarp Baupry): With 
pleasure I second the resolution. 

THE PRESIDENT: I now declare it open for discussion. 
(After a pause): There appear to be no matters for 
discussion, and J therefore formally put the resolution 
to the meeting. Will those in favour kindly signify 
in the usual manner? To the contrary? I declare 
the resolution carried unanimously. 

MR A. C. Smwumonps (London): Gentlemen, I feel 
it would be very wrong to allow this meeting to close 
without your having had the opportunity to express to 
our chairman, Sir Richard Yeabsley, our very sincere 
appreciation of his taking the chair today. May I, sir, 
thank you very much, on behalf of all present for 
presiding, and may I ask you, gentlemen, to show your 
approval in the usual fashion? (Applause.) 

THE PRESIDENT: Mr Simmonds, ladies and gentlemen, 
thank you very much indeed. I thank you very much 
for your attendance. That concludes the business of 
the meeting. ) 


For Students 


COMPANY LAW 
Auditors — II 


The first auditors of a company may be appointed by 
the directors at any time before the first annual general 
meeting and auditors so appointed hold office until the 
conclusion of that meeting. If the directors fail to 
exercise their powers in this respect, the company in 
general meeting may appoint the first auditors. A 
company may, at a general meeting, remove any 
auditors appointed by the directors and appoint in 
their place other persons who have been nominated 
for appointment as auditors and whose nomination has 
been notified to the members not Jess than fourteen 
days before the date of the meeting. 
.— Where there is a casual vacancy in the office of 
' auditor (e.g. by reason of the death of the auditor), the 
i rs have power to fill such a vacancy but if, at an 
annual general meeting, no auditors are appointed or 
reappointed, the Board of Trade may appoint a 
person to fill the vacancy, and for this purpose a 
company which finds itself in such circumstances 
must notify the Board of Trade within one week of the 
conclusion of the annual general meeting. 
Auditors are frequently reappointed ‘automatically’. 


eeben) 


It is provided that at an annual general meeting a 
retiring auditor, however appointed, shall be re- 
appointed without any resolution being passed, if: 

. (a) he is qualified for reappointment; 

(b) no resolution has been passed at that meeting 
appointing somebody else instead of him or 
providing expressly that he shall not be re- 
appointed; 

(c) he has not given the company a notice in writing 
of his unwillingness to be reappointed. 

How the auditors are to be remunerated depends 
upon the nature of their appointment. Where the 
auditor is appointed by the directors his remuneration 
may be fixed by the directors. If he has been appointed 
by the Board of Trade, the Board of Trade may 
fix his remuneration, Where the company in general 
meeting have appointed the auditor, his remuneration 
may be fixed by the company in general meeting or in 
such manner as the company in general meeting may 
determine. In all such cases, any sums paid by the 
company in respect of the auditor's expenses shall be 
deemed to be included in the expression ‘remuneration’. 

Every auditor of a company has the right of access 
at all times to the books, accounts and vouchers of the 
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company and is entitled to require from the officers 
of the company such information and explanation as he 
thinks necessary for the performance of his duties. 
Auditors are entitled to attend any general meeting 
of the company and to receive all notices of, and other 


communications relating to, any general meeting which . 


any member of the company is entitled to receive. 'l'hey 
are also entitled to be heard, at any general meeting 
which they attend, on any part of the business of that 
meeting which concerns them as auditors. 


MERCANTILE LAW 
Sale or Return 


A problem frequently posed is when goods supplied on 
‘sale or return’ terms are deemed to be sold. This is 
frequently of great importance since, until such time 
as the goods are sold, they remain the property of the 
seller and, if they are lost, destroyed or damaged in 
this period, the result may be different from that 
which would arise if the title in the goods had passed 
to the customer. Until such time as the goods have 
been sold, the customer is in the nature of a gratuitous 
bailee and is not normally.under any obligation to 
insure such goods or to take special precautions in 
connection therewith. 

Goods delivered on sale or return (or ‘on approval’) 
terms are deemed to pass to the buyer when the buyer 
signifies his acceptance of them or does any act which 
impliedly signifies his acceptance of the goods. Thus, 
if a car had been delivered to a prospective buyer on 
sale or return terms and that person has the car re- 
painted or structurally altered, the execution of such 


work would no doubt be deemed to constitute a con-. 


structive notification tó the vendor that he accepted the 
car and would therefore pay the price. 

Similarly, if a prospective buyer pledges goods 
delivered on sale or return terms, this will normally 
be interpreted as being a constructive notification that 
he adopts the goods. But if such pledging is done 
fraudulently by a person to whom the buyer has 
delivered goods for a special purpose which is con- 
sistent with the terms of his contract and the ownership 
of the seller, the title will not pass. As an example, a 
motor-car agent might receive a car from the manu- 
facturers on sale or return terms and might, under the 
terms of his agency, be entitled to allow prospective 
purchasers to take the car on a short road test. If such a 
person, on taking the car for a road test, then pledged 
the car to a fourth party, the title in the goods would 
not pass but would remain with the manufacturers. 

If the prospective purchaser of goods gives notice 
to the vendor of his rejection of them, the title to the 
goods obviously does not pass, but if such notice of 
rejection is not given within a time fixed by agreement 
or what is fixed by the Court to be a reasonable time 
and he continues to retain the goods, they are deemed 
to have been accepted. What constitutes a reasonable 
time must depend upon the special circumstances of 
each case, and there are no general rules available. 


Bills of Exchange 
A bill of exchange is defined in Section 3 (1), Bills of 
Exchange Act, 1882, as being: 
‘an unconditional order in writing, addressed by one 
person to another, signed by the person giving it, 
requiring the person to whom it is addressed to pay on 
demand or at a fixed or determinable future time a sum 
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certain in money to or to the order of a a specified person, 

or to bearer’. = 

It may be noted that a cheque is also a bill of 
exchange, being one payable on demand and drawn on 
a banker. 

It will be seen that a bill of exchange must be an 
order and not a mere request. ‘The addition of Oe 
word ‘please’ will not invalidate a bill, though the 
normal cheque form merely states ‘Pay . . ^. For such 
an order to constitute a bill of exchange, it must be 
unconditional, and the person to whom the bill is 
addressed must not be required to carry out any 
exmination of circumstances or to ensure that any 
particular performance has been executed by the drawee. 

In this respect, one may ponder on the interesting ` 
point of whether a cheque bearing a form of receipt 
for completion by the drawee on the back constitutes 
a bill of exchange; the drawer cannot require the paying 
banker to ensure that the receipt has been complied 
with before payment of the cheque if the cheque is to 
remain in fact a bill of exchange. In practice, although 
a cheque form contains no instruction to the banker to 
ensure that the receipt has been duly completed (and, 
if appropriate, stamped with & two-penny stamp by 
the drawee), in the instructions or mandate given to the 
banker, the banker is often instructed to pay only such 
cheques as bear a completed form of receipt on. their 
back. The position would appear to be that although the 
cheque is a bill of exchange, the banker would be 
justified as between himself and his customer in 
refusing to pay on a cheque on which such a form of 
receipt had not been completed by the drawee. The_ 
drawee, however, would not be under any legal 
obligation to complete the form of receipt preparatory 
to receiving payment of the bill, and if a truculent 
drawee refused to complete a form of receipt, there 
might be an interesting triangle of legal obligations, 
arising between the drawer, the drawee and the banker 

A bill of exchange must be in writing (including 
handwriting, typewriting, print, or a combination 
thereof), and must be addressed by one person to 
another. The drawer of the cheque must sign it and the 
bill must be payable either on demand (i.e. when the 
drawee so requires it), or at a fixed or determinable 
future time. Thus, if the date of payment depends upon 
any contingency, the bill is invalid and even when such: 
a contingency occurs, the defect in the bill rernains. 

'The bill must require the payment of a specified sum, 
though there is no obligation to express this in the 
currency of any particular country. A bill which 1s 
expressed as being payable in a foreign currency and 
does not state any rate of exchange, will be payable at 
the Cer rate of exchange ruling on the maturity of 
the 

A bill payable to a specified person is also deemed to 
be payable to ‘his order! — i.e. the drawee may assign 
the bill to other parties. The power of assignability of 
a bill of exchange is destroyed only if the bill is stated 
to be payable to ‘John Brown only’. ——— 


GENERAL COMMERCIAL KNOWLEDGE 
Cheque Crossings 
A crossing on a cheque is an inscription which is 
written in a vertical position across the face of a 
cheque. It may appear as words or lines, or a combina- 
tion of both, and the effect of several common types 
of crossings is explained in the following paragraphs. 
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General crossing 

A general crossing is one which consists of two 
parallel lines running from top to bottom of the cheque. 
The words ‘& Co’ may be added, though they do not 
vary the effect of the crossing. 

A cheque which bears a general crossing will be paid 
only through a bank account and, irrespective of to 
whom the cheque is made payable, it cannot be cashed 
over the counter of a bank: it must be paid into the 
credit of some person's bank account. 

The protection thereby afforded the drawer is that 
if the cheque should be mislaid or stolen and subse- 
quently reappear, it will be possible to trace the 
manner in which it was paid and the person to whom 
it was paid, ) 

Special crossings . 

A. special crossing is one in which the name of a 
banker (either specifying the actual branch or not) is 
given in addition to the two vertical lines. 

When the name of a banker appears in the crossing, 
the cheque may be paid only to the named banker for 
the credit of one of their customers’ accounts. 

A special crossing, therefore, offers a further security 
io the drawer of the cheque if he knows at which bank 
the recipient of the cheque deals. 


‘Account payee only’ l 

If the words ‘account payee only’ appear in the crossing 
of a cheque, this constitutes a direction to the collecting 
banker to place the proceeds of the cheque only to the 
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CHARTERED ACCOUNTANTS' 
BENEVOLENT ASSOCIATION 


The annual meeting of the board of governors of 
The Chartered Accountants’ Benevolent Association 
will be held at The Institute of Chartered Accountants 
in England and Wales, Moorgate Place, London, 
EC2, at 2.15 p.m. on Wednesday, March 27th, 1957. 


PERSONAL l 

Messrs PRICE WATERHOUSE & Co (European firms) 
pnounce that Mr Ernest WRIGHT COOPER, ong, 
F.C.A., has been admitted to partnership. Mr COOPER, 
until recently senior partner of the Egyptian firm of 
PRICE WATERHOUSE, PEAT, & Co, is resident in Milan. 

Messrs READS, Cocke & WarsON, Chartered 
Accountants, of Leith House, 47 Gresham Street, 
London, EC2, and of 6 New Street, Guernsey, announce 
that as from January ist, 1957, they have admitted 
to partnership Mr A. W. JOHNSON, A.C.A., and Mr J. T. 
LITSTER, C.A., who have been associated with them for 
many years. The style of the firm will remain unchanged. 

Messrs Morison, RuTHERFORD & Co, Chartered 
Accountants, of 20 Eastcheap, London, EC3, announce 
that they have acquired the London practice of Messrs 
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account of the named payee. It casts no extra duty 
upon the paying banker, but if the collecting banker 
is negligent in complying with these instructions, he 
may be liable for damages. 


‘Not negotiable’ 

It has been explained in previous notes that negoti- 
ability is not the same as transferability. Hence, a 
cheque which is crossed ‘not negotiable’ will still be 
transferable as between holders in due course. 

A cheque which has been crossed ‘not negotiable’, 
however, will mean that no holder can obtain for him- 
self nor give to anyone else a title better than that 
which was possessed by the person from whom he 
received the cheque. 


a 


PRACTICAL TAXATION PROBLEM - III 
A company makes up its accounts to April 5th annually. 
On April 3rd, 1954, it purchases a new piece of plant 
costing £1,000. The basic rate for annual allowances 
thereon is 10 per cent. 

(a) Show the allowances to which the company may be 
entitled for all years concerned tf this plant is sold on 
June 25th, 1957, for £600. 

(b) Show also the allowances which might fall to be 
made if the plant had been purchased seven days later, 


Ge, on April roth, 1954. 


The answer will appear under ‘Notes and Notices’ 
in next week's issue. 


Notes and Notices 


CHANTREY, Martin & Co, of 7 Southampton Place, 
Bloomsbury, London, WCx1, and Birmingham, and the 
practice of Messrs ARTHUR R. WELCHMAN & Co, of 
24 Coleman Street, London, EC2, of which firms 
Mr H. G. MARTIN, F.C.A., has hitherto been the sole 
practitioner. Mr Martin has now become a partner in 
Messrs Morison, RUTHERFORD & Co in whose name 
the respective practices (excluding the Birmingham 
practice) will in future be carried on. 

Messrs SiNCLAI, Furman & Co, Chartered 
Accountants, of 15 New Street, London, EC2, 
announce that Mr Lzopotp Davis, A.C.A., has been 
admitted a partner as from March rst, 1957. The name 
of the firm remains unchanged. 


IN PARLIAMENT 
RENT Increases: TAX 


Mr HoucHTOoN asked the Chancellor of the Exchequer 
whether increases in rent under the provisions of the 
Rent Bill will be liable to income tax; and how this 
income will be assessed. 
Mr P. T'HognNEYCROFT: Yes. Under Sections 175 and 
176 of the Income Tax Act, 1952. 
Hansard, March sth, 1957. Written Answers. Col. 23. 
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EARNED INCOME ALLOWANCE 

Mr PapLey asked the Chancellor of the Exchequer 
what would be the annual cost to the Exchequer of 
increasing the earned income allowance for income tax 
purposes from two-ninths to one-quarter if the present 
maximum were continued and if the maximum was 
increased by a proportionate amount, respectively. 

Mr P. THorneycrorr: About £84 million if the 
maximum relief was kept at the present figure of £450, 
or £90 million if the maximum was increased to £500. 
Hansard, March 5th, 1957. Written Answers. Col. 24. 


FORMATION OF UNIVERSITY 

ACCOUNTING. ASSOCIATION 
At an inaugural meeting held in London on February 
16th, the Association of University Accounting Students 
of the United Kingdom was formed. The objects of 
the Association, in addition to encouraging the for- 
mation of other university accounting societies, are 
to establish and maintain closer co-operation with all 
the professional bodies and to represent the opinions 
and views of graduate and undergraduate university 
accounting students. 

A preliminary conference and discussions on the 
Association were held in Manchester under the 
auspices of the Manchester University Accountancy 
Society, and founder-members of the new Association 
were the University Societies of Birmingham, London, 
Manchester and Sheffield. 

The following honorary officers of the Association 
have been elected for 1957-58: 

Chairman: Mr John Hanson (Manchester). 

Vice-Chairman: Mr Daniel P. Owen (London). 

Treasurer: Mr Ronald Edwards (Birmingham). 

Secretary: Mr A. M. C. Staniforth, c/o The Accountancy 

Society, The University Union, Burlington Street, 
Manchester, I5. 
Assistant Secretary: Mr Malcolm Revill (Sheffield). 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 
The annual meeting of the Society will be held on 
Friday, April 26th. Notice of matters for considera- 
tion, and motions and nominations for membership 
of the committee must be received in writing on or 
before Friday, April 5th. They should be sent to the 
Secretary, Mr R. J. Carter, B.COM., F.C.A., Finsbury 

Circus House, Blomfield Street, London, ECz. 

The following meetings of the Society will be held 
during next week: 

Monday, 5.30 p.m., at Caxton Hall, Victoria Street, SW1: 
Lecture on ‘Verification of assets’, by Mr C. Romer-Lee, 
M.A., F.C.A. 

Tuesday: Visit to Ford Motor Works (limited number). 

Wednesday: Association football match v. St Bartholomew's 
Hospital. 

Friday, 5.30 p.m., at the Institute: Introductory course 
lecture on ‘Bankruptcy, liquidation and receivership’, 
by Mr A. C. Staples. 

7 p.m., at Chelmsford: Lecture on 'Standard costing and 
budgetary control’, by Mr H P. Court, A.C. W.A. 

Squash match v. Putney Squash Club. 
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THE ACCOUNTANTS' CHRISTIAN 
|: FELLOWSHIP 


'Christianity in industry' is the title of an address. 
which will be given at a meeting to be held at 6 p.m. 
on Thursday next, March 21st, in the Oak Hall 
of 'T'he Institute of Chartered Accountants in England 
and Wales, Moorgate Place, EC2. The speaker will be 
Mr A. G. B. Owen, Chairman and Managing Director, 
Rubery, Owen & Co Ltd. `’ 


LONDON DISCUSSION GROUPS 


JOINT DINNER 
The City and Central London Discussion Groups of 
the London and District Society of Chartered Account- 
ants are holding a joint dinner at Williamson s Tavern, 
Bow Lane, on Friday, March 22nd, at 6.30 for 7 p.m. 


SEVENTY-FIVE YEARS AGO 
From @he Accountant or Manca 18TH, 1882 
Extract from a leading article entitled 
OFFICIAL RECEIVERS 

The title of “official receiver" is perhaps somewhat 
misleading, as these proposed officers are to be some- 
what more than mere receivers of the debtor's property. 
In fact they would appear to be a revival of ‘‘official 
assignees" under a new name—but with larger powers 
and increased duties. Not only are they to perform the 
work done by receivers under the existing system, but 
they will be trustees in many cases and will have some 
of the duties now performed by the Registrars delegated 
to them. 

In view of the important changes which the APR 
ment of such officers will effect, and of the 
which those changes will exercise on the body e: 
fessional trustees who have been called into existen. 
the Act of 1869, it is incumbent on us, as the exp. 
nent of the views and the special advocate of the interests 
of that body, to narrowly watch the proposals of the 
Government, and to do what we can to improve the Bill 
when it comes before the public. In th — time we 
would point out that if the necessity for the creation of 
such a body of public officers is shown to the satis- 
faction of Parliament, it by no means follows that they 
should be armed with all the powers indicated in last 
year's Bill. And before Parliament pledges itself to the 
principle of such official appointments we hope that 
Mr Chamberlain will be called upon by some inde- 
pendent member to satisfy the House upon two or 
three important points in connection with such appoint- 
ments: 1st. From what class does he expect to draw the 
men who will fully and faithfully carry out the import- 
ant functions which the Act will require of them? 2nd. 
How are they to be remunerated—by salary or fees? 
From what fund or funds are such salaries to be de- 
frayed? Are they to be provided by the Board of Trade 
with the offices and clerks which they will require for 
the due performance of their duties? is 
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IHE COMING BUDGET 


NUMBER of factors give added interest to this year's 
A om now little more than a fortnight away; the factors 

include: the recent appointment of a new CHANCELLOR; 
the check on production in certain sectors by the 'credit squeeze'; 
the Suez crisis with its accompanying enormous Government ex- 
penditure; the prospect of reduced defence expenditure; and the 
long delay in implementing some of the recommendations of the 
Royal Commission on income taxation. 

There has been the usual crop of suggestions and recommen- 
dations to the CHANCELLOR of which, as is indicated in an article 
elsewhere in this issue, many are concerned with purely sectional in- 
terests. Most of them must boil down in the end to a claim that 
goods and services should in effect be diverted from one section of 
the community to the section making the recommendation. ‘The 
claim is usually supported by the argument — although it may be 
only a pious hope - that the recipients of this bounty will be so 
stimulated as to increase the total aggregate of goods and services 


available. It is not usually argued that the persons at the giving end 


of this transfer may be equally if not more stimulated (or even 
forced) to work harder, although that might well be the actual effect. 

Besides being a practical possibility, a more rational arrange- 
ment of the present haphazard progression in tax rates on incomes 
between {2,000 and, say, £3,000, is certainly long overdue as a 
pure matter of equity, even if the same amount of tax were col- 
lected from that income group as a whole. The man with a large 
family in that group may be permitted to wonder why he must pay 
surtax on that part of his income which escapes standard rate tax 


. as child allowance. 


The advocates of a flat rate for profits tax have gone unheard for 
years now. In the meantime a truly staggering amount of potential 
distribution charge has been built up and 1s bedevilling company 
finances and reorganizations. A flat rate, and the cancellation of 
at least some part of the potential charges, are matters which ought 
to be dealt with now. Moreover, this change can if thought 
necessary be so arranged that companies as a whole pay roughly 
the same amount of tax. In so far as the higher distributed profits 
rate of tax is intended to check consumption, this aim is more aptly 
attained by taxes on consumption itself. 

In a recent memorandum! to the CHANCELLOR, on the reports 
of the Royal Commission on Taxation, the Council of the Institute 
say that they regard it as axiomatic that with the introduction of a 
flat rate, potential liabilities in respect of non-distribution relief 
will be cancelled. 


1 To be reproduced in next week's issue. 
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HE 1956 report of the Council of The 

Institute of Chartered Accountants of 

Scotland, issued earlier this month with 
customary promptness, reflects continued good 
progress. The membership of the Institute has 
now topped the 6,000 mark for the first time and 
the number of indentures registered in 1956 was, 
at 352, the highest since 1950. Àn analysis of this 
- figure shows that more than half of them related 
geographically to Glasgow. The Edinburgh and 
London registrations were respectively 75 and 32. 
The total number of indentures at the end of the 
year Was 2,007. 

The examination results for 1956 disclosed 
that the first division of the Intermediate examin- 
ation, which covers arithmetic, algebra, statistics 
and general financial knowledge, continued to 
give candidates more trouble than the second 
division which includes accounting, auditing and 
taxation. The percentage pass in the first division 
in 1956 was 59 as against 52 in 1955. In the 
second division, it was 73 per cent as compared 
with 66 the year before. Passes in the first division 
of the Final examination dropped from 65 per 
cent to 57 per cent. In the second division of the 
Final examination they remained steady at 
38 per cent. 

The Institute's 'ordinary income', derived 
principally from subscriptions, fees on registra- 
tion of indentures and investment interest, 
amounted to £29,198, an increase of £1,148 over 
the 1955 figure. Entrance fees received from new 
members totalled £9,030 as against {11,718 for 
the previous year. For some reason, this useful 
source of revenue was not classified as 'ordinary 
income’ like indenture registration dues, to which 
it would seem to be analogous, or as ‘other, 
income', but was given a heading to itself. A 
reduction in income from all sources in 1956 of 
£1,069 and an all-round increase in expenditure 
of £3,374 (a rise in administration costs of £2,366 
was the principal contributory factor) brought the 
previous year’s surplus figure of £4,750 down to 
£307. With this sum added to it, the accumulated 
surplus at December 31st, 1956, stood at £144,759. 

Perhaps the most notable event in the Insti- 
tute’s calendar for 1956 was the appearance in 
March of the report of the Special Committee on 
Examination and Training of Apprentices.1 The 
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main features therein were the M re- 
grouping of the Institute's examinations so that 
each year a five-year apprentice would take one 
part of a single Institute examination and the 
proposal that the third of the apprentice's five- 
year term should be regarded as an academic year 
with full-time attendance at university classes in 
accounting, law and economics. The preliminary 
negotiations with the Scottish universities are 
taking longer than expected but the Council: 
hopes that the special general meeting of rnembers 
to consider the required amendments to the 
Institute's rules may be held later in 1957 and 
that the scheme, if approved, will come into 
operation in the autumn of 1958 which is a year 
later than originally planned. 

Following the annual general meeting of mem- 
bers in Glasgow next Wednesday, a special 
general meeting will be held to seek approval of 
the new rules of the Institute. The proposed 
constitution does not include the amendments 
necessary for implementing the apprentice 
scheme referred to above. Provided that the Ca 
gration scheme with 'T'he Society of Incorporated. 
Accountants has in the meantime been approved 
by the necessary majority of members of the 
English Institute, members will be asked at this 
meeting, also, to vote on the parallel scheme 
between their Institute and the Society. Whatever 
the decisions arrived at at Wednesday's meeting, 
a poll will be demanded so that all members of 
the Institute may have an opportunity of voting, 
on the issues involved. 

It is pleasing to note from the Council's report 


' that, in affairs which are the joint concern of the 


professional bodies in this country and in main- 

taining contact with overseas professional associ- 
ations, the Institute continues to be actively 
represented. During 1956, the PRESIDENT visited 
Canada and the United States on a goodwill 
mission and the VICE-PRESIDENT went to Holland 
and Germany for a similar purpose. That the 
prestige of the Institute will be adequately main- 

tained at the forthcoming Seventh International 
Congress on Accounting at Amsterdam this year, 
seems assured by the announcement that MR 
C. I. R. HUTTON, B.A., C.A., will contribute a 
paper on the ascertainment of profit in business. 
See The Accountant, March 31st, 1956, page 341. 
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^ TAXATION RELIEFS AND THE BUDGET 


The Chancellor's Problems and Some of the Proposals Made to Him 
by J. MACDONALD-BROWN, M.A., ex-H.M. Inspector of Taxes 


Budget preparation, with particular refer- 
ence to taxation reliefs, have for weeks been 
reaching the Chancellor of the Exchequer, in the 
form of letters, memoranda and pamphlets from 
various trade and professional organizations. Add 
-to these the annual addresses to shareholders by 
the chairmen of the big banks and of other large 
companies, including those with trading interests 
. overseas (the last-mentioned having a special 
interest in view of the Chancellor's quasi-under- 
taking last year to examine the problems of 
‘reciprocal pioneer reliefs’ and of ‘overseas trading 
corporations’ in this year’s Budget). 

It may not be unrealistic to suggest that most 
of the recommendations are made with the limited 
interests of the members of the particular organ- 
ization in mind, and are probably doomed from 
the start. What, then, are the factors which 

influence the Chancellor, and how do the pro- 
s made line up with these? 


He preparation, wi on the subject of 





The Chancellor’s Problem 


There are two main influences bearing on the. ` 


Chancellor when he is preparing his Budget; the 
first is economic, and the second is political. 
Under ‘economic’ come the consideration of the 
country's income from overseas sources, and ex- 
penditure abroad. The balance represents the 
increase or diminution of the country's capital, 
although if money paid out is for capital items 
“which would produce more income in the future, 
that would be a gain which would not be reflected 
in the yearly balance of external ‘ins’ and ‘outs’. 

The internal values in this country are more 

important than in countries which are largely self- 
supporting, because of its dependence on imports 
for so many of our raw materials and unless there 
were exports to pay for them, the United King- 
dom would soon revert to the status of an 
agricultural community. Raw materials being the 
life-blood of the country's trade, it is essential 
that the maximum amount of purchasing power 
be directed to buying these, so that they can be 
transformed by process of manufacture into goods 
which can be readily exported at greatly enhanced 
prices. 

The competing claims on sterling for purchases 
and other expenditure abroad can briefly be stated 
as follows: E : 

{ e 


(i) Raw materials for manufacture and re- 
export. 

(ii) Raw materials and goods to provide capital 
equipment for industry. (It should be noted 
that if there is too much expenditure in this 
category in any period, or series of periods, 
it may throw out the whole balance of the 
economy as there would normally be a 
time-lag before any exports could be made 
as a result of this expenditure, and might 
causea reduction of imports of raw materials 
and exports. This is the reason why capital 
expenditure schemes were cut last year.) 

(iii) Imports of food, clothing, perfumes, etc. 
Not being self-supporting, the country 
must necessarily import a certain amount 
of food. So-called luxury foods included 

. in this category, e.g. wines, brandies and 
other drinks, might seem to be unnecessary 
from other points of view, but it should 
‘not be overlooked that the import of such 
items may provide valuable markets for the 
export of our goods. 

(iv) Travelling abroad. There are two different 
categories, business and pleasure. As, on 
balance, the country earns more from over- 
seas visitors than it spends abroad, further 
consideration is not being given to this point. 


Dangers of Surplus Spending Power 


The importance of limiting the amount of 
sterling circulating inside the country, is that 
individuals having satisfied their normal require- 
ments and having a surplus left over, tend to 
create a demand for goods beyond availability, 
thus raising the price and making it profitable 
for manufacturers to import more raw materials. 
But this feature of supply always lagging behind 
demand is inherent in a state of full employment, 
because if the supply of goods was in excess of 
demand, a surplus would accumulate and, unless 
the surplus could be absorbed outside the country, 
there would at once be unemployment. 

Wages and credit and profits produce spending 
power, and the reaction of a Chancellor who 
wants to cut down expenditure must be to control 
this by making the Treasury, through the medium 
of the banks, the reservoir into which all the sur- 
pluses must flow. There are several well-known 
means of achieving this but they are more or less in- 
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effective today because every time the wage earner 
has something taken out of his pay packet, it 
seems, he does not attempt to cut down his ex- 
penditure, but clamours for an increase of wages. 
Equally, people who need credit badly can 
usually find some means of getting it. 

The Chancellor has therefore to decide, when 
framing his Budget, how to achieve equilibrium of 
all the opposing forces in the economic sphere. 
His external budget must be geared to provide a 
surplus, while internally he must endeavour to 
hold back, or at least to control, the inflationary 
pressure inherent in a state of full employment, 
and at the same time to transfer to the coffers of 
the Treasury sufficient funds from the taxpayer's 
pocket to meet the cost of the Welfare State and 
other governmental expenditure. 


The Problem of the Individual 


The problem which every taxpayer has to face, is 
to pay his way and put aside something for emer- 
gencies. The proposals for reliefs which have, by 
and large, been put forward to assist those in the 
higher income bracket with this problem are: 
(i) 'To increase the present ‘ceiling’ of income 
(£2,025) on which earned income relief is 
due to £3,000. . 

(ii) To increase the surtax exemption limit 
from {2,000 to £3,000 and to grant earned 
income relief and other allowances against 
surtax, 

(iii) Broader viewpoint to be taken by the 
Inland Revenue authorities regarding the 
allowance of expenses. 

(iv) Multiple directorships of unrelated com- 
panies to be treated in effect as a profession 
and expenses to be allowed accordingly. 

The following suggestions have also been made 
which would benefit particularly the taxpayer in 
the lower range of income: 

(i) The exemption from income tax of a larger 
number of incomes in the lower range. 

(ii) Reduction or abolition of purchase tax on 
certain items of clothing and household 
equipment. 

(ii) Increased personal allowances to widows 
and widowers. 

Ignoring the question of whether the under- 
£,2,000-a-year man has already reached the limit 
of reliefs which he may expect to receive, what 
benefits can the " £.2,000-plus' man hope to obtain? 
The suggestions may be stated as follows: 

(1) Earned income relief up to £3,000. 

(2) Personal allowances against surtax. 

(3) Exemption from surtax to £3,000. 
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TABLE SHOWING HOW THE TAx RELIEFS PROPOSED WOULD 
OPERATE 





Earned income relief i | 
and personal 
allowances to be 


face of it, the proposal to increase the 
earned income relief ceiling to £3,000 has nothing 
to recommend it. The second proposal gives £to 
a week to the {10,000-a-year man and a £20,000- 
a-year man would get relief of £26 a week, but 
this is not really practical politics. The third 
proposal assumes the same rates of surtax as at 
present, but commencing {1,000 later in each 
case. 

Any surtax relief given in the {2,000 to 
£10,000 range would not provide any great 
financial relief to individuals, but, on the other: 
hand, the cost to the Exchequer would be sq 
and the benefit to the country might well be 
immense, having regard to the psychological 
factors involved. 

. Another proposal has been made which might 
be pyschologically beneficial and which would 
cost the Exchequer an immeasurably small pro- 
portion of the national revenue. It is, in effect, 
that a person who 1s a director of several un- 
related companies should be regarded as carrying 
on a profession and should be allowed to charge 
expenses accordingly. The objection previouslyv 
made to this is that each directorship 1s a separate 
office and that only the expenses applicable to 
that office can be charged against the income 
thereof; but this does not seem to be an objection 
with which legislation could not cope. Many an 
offer of directorship has been declined by indi- 
viduals because the disallowance of the expenses 
of attending directors’ meetings would cause them 
to be actually out of pocket. 

The table of surtax reliefs above, shows quite 
clearly that if a real honest-to-goodness incentive- 
is the aim of the proposals, it will not be achieved 
in this way, and the most striking effect of re- 
ducing the proposals to figures is the discovery 
that surtax on its own, at least up to {10,000 a 
year, is not as large a disincentive as had been 
thought. It is when it is added to income tax that 
surtax is a real disincentive, so if the answer to 
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the problem is sought in taxation reliefs, income 
-tax would have to be considered. 


INcoME TAX AND SURTAX PER £1 ON INCOME EARNED BY A 
Marrrep MAN wrrH Two CHILDREN 





It is surprising that the recommendations made 
to the Chancellor did not have more regard to the 
increased cost of living, and to the influence that 
Government policy on public expenditure, tax- 
ation and interest rates, has had on the cost of 


living, for the problem of providing incentives ` 


does not seem to be answered by the giving of 
snippets of taxation relief when it is borne in mind 
that a married man with two children, earning in 
-ATES a gross salary of £620, would need to earn 


A: a gross salary of £2,000 to give him equiva- 





p purchasing power. (Hansard, Vol. 564, No. 2. 
. 1424 and 1425.) 

‘The granting of tax reliefs would substitute 
potential private spending for potential public 
spending, with no effect on the inflationary pres- 
sure, and after a year or so, cost of living would 
have caught up with these reliefs as it always has 
done in the past. The answer, therefore, seems to 
lie in a reduction in the cost of living; although 
it is realized that taxation policy does have a large 
bearing on this. ' 
~ The table below will perhaps illustrate more 
graphically the effect of the rise in the cost of 
living and taxation on the spending power of the 
individual. 

It will be seen that a man with {1,000 a year 
in 1938 was actually better off than a £3,000-a- 
year man in 1956, and only 155 a week worse off 
than a man earning £4,000 a year gross in 1956. 
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The Problem of Trading Companies, 
Businesses and Professions 

The main recommendations for tax relief which 
have been made for businesses etc. are: 

(1) Flat rate for profits tax (affecting companies 

only).- . . | 

(2) Restoration of investment allowance in 
respect of expenditure on purchase of assets 
for use in the business. 

(3) 'Overseas trading corporations', as recom- 
mended by the Royal Commission, and the 
granting of ‘reciprocal pioneer reliefs’ for 
“overseas concerns. 

No one could deny that the reliefs to United 
Kingdom concerns trading overseas would. be 
beneficial, but as regards the other reliefs, unless 
they would lead to a reduction. or prevent an 
increase of prices charged, no benefit would 
accrue to the country as a whole. ; 

It has not been possible to deal adequately with 
the subject of taxation reliefs, without some con- 
sideration of the problem of inflation, and its 
relation to the general financial and economic 
policy of the Government. 
~ The table ‘Net incomes after tax’ shows that 
the rise in living costs has depleted the pockets of 
the community to a far greater extent than tax- 
ation; for instance, between 1945 and 1956 the 
{1,000-a-year man’s net income (after tax) has 
risen by £266, but the spending value of his 
income has gone down by £40. 

‘Taxation cuts by themselves, therefore, are not 
an answer; but if they could be integrated with 
other measures to increase production and reduce 
costs so as to meet overseas demands for quality, 
cheapness and guaranteed delivery, they would 
be anti-inflationary. 

- All expenditure that does not contribute to the 
production of goods for sale abroad must be 
drastically cut to the barest minimum, and as the 
scale of Government expenditure is one of the 
strongest influences in maintaining inflationary 
pressure, it is suggested that this be the first 
object of attack rather than the last. 


Net INCOMES AFTER TAX 


Gross INCOME 
E YEARS Unequated Equated 

£ £ £ 
1,000 ads 649 396 
2,000 1641 IIIQ 3 
3,000 2297 1513 923 
4,000 2897 1850 1129 
5,000 3447 2138 1304 
6,000 3 2388 1457 
8,000 4910 2813 SE 
10,000 5735 3113 1898 


1950 1956 `, 
Unequated Equated Unequated Equated 
£ £ £ m : 
I 420 915 
1471 735 1586 603 
1908 954 2048 777 
228 I14I - 2448 930 
260 1304. 2798 1053 
2883 1441 3098 1177 
3333 1667 3598 1367 
3683 1841 3998 . 1517 
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SOME PRACTICAL PROBLEMS IN COMMUNICATION 
by KENNETH Sz MOST, LL.B., A.C.A. 


Book-keeping and Accountancy 

N the preceding article the writer differenti- 
[= between book-keeping and accountancy 

and pointed out that the latter can exist 
without the former. It is doubtful whether ac- 
countants serve their own interests very well by 
failing to distinguish book-keeping from account- 
ancy on all occasions. It is common for business 
men to say ‘my accountant’ when they mean 
‘my book-keeper’, but this usage should not find 
support from accountants. A well-known text- 
book is entitled Book-keeping and Accounts, but 
the subjects treated would be more correctly 
described as ‘Book-keeping and Accountancy’. 
This diffidence is not confined to the Anglo- 
Saxon world; the French call a.book-keeper 
un comptable and an accountant un expert- 
comptable, literally, ap exceptionally able book- 
keeper. Perhaps we are not sure in our own minds 
exactly what we are. 


A Definition 


The Committee on Terminology of the American 
Institute of Accountants in its Accounting 
Terminology Bulletin, Number 1, considered. its 
own definition “comprehensive as well as succinct’. 
It is as follows:. 

‘Accounting is the art of recording, classifying 
and summarizing in a cant manner and in 
terms of money, transactions and events which are, 
in part at least, of a financial character, and inter- 
preting the results thereof.’ 

Without examining this definition in detail, 
one point stands out. Down to the last five words 
it is the definition of book-keeping. The average 
accountant, who spends his days (and sometimes 
his nights) wrestling with taxation, company, 
partnership and bankruptcy law, who must cope 
with budgets, insurance and stocks and shares, 
and who rarely, if ever, does any recording, 
classifying or even summarizing outside his 
household accounts, must feel himself more 
than a little alien to this description. Nor do the 
last five words help to restore the balance. 

Clearly, book-keeping is a part of accountancy, 
even more than materia medica is a part of 
medicine. But it is unsatisfactory to define 
‘accountancy’ merely by reference to the tools of 
the accountant’s trade; just as it would be of 
doubtful value to define the science of medicine 


by listing the drugs the doctor uses and the 
treatments he prescribes. It is necessary to locate 
the accountant in society, to ascertain his place 
in the science of economics and to demarcate 
exactly where a man ceases to be a book-keeper, 
even an exceptionally able one, and becomes an 
accountant. bro. 


The Contents of the Accounts 
An insight into this question is acquired by 
examining the individual items which appear in 
the accounts, and for the time being we shall 
continue to confine our attention to the balance 
sheet. 

The growing tendency to strip accounts and 
to group figures together, need not meet with our 
unqualified approval. The important matter for 
the accountant is not the group heading, but 
what it contains. Many balance sheets contain 
groups of heterogeneous remnants displayed 
though they were in some way significant." T a 
this example, recently culled, of items grouped 
in a balance sheet entry: 

Expenses paid in advance; 

Deposits to guarantee performances; 
Advances to employees; 

Advances to suppliers; 

Income receivable from customers. 

What is there about these items, one 1s forced 
to ask, which can justify an accountant adding 
them all together and extending the total? Not 
all represent amounts which, in the normal course-, 
of events, will return to the business in the form 
of cash. Deposits may only be received back on 
liquidation. Both they and advances to suppliers 
belong to that curious category, ‘Assets which 
may actually turn out to be liabilities’ and deserve 
more detailed examination than can be given here. 
It is hard to accept that grouping these items 
under the title 'debtors and prepaid expenses' is 
anything other than misleading. 


Fixed and Current Assets —. 
The inadequacy of existing methods of grouping 
and analysis is nowhere more clearly brought 
out than in the groups 'fixed assets' and 'current 
assets’. 
The Companies Act required companies to 
distinguish between ‘fixed’ and 'current' -assets 
in their published: reports. Counsel’s opinion 
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was that this did not permit the classification of 
“ assets as other than fixed or current, but the 
Board of ‘Trade, when the matter was taken up 
by the Institute, agreed to raise no objection to 
a ‘less rigid interpretation’ in appropriate cases. 
It is as though the Food and Drugs Act required 
all packaged food to be labelled with the ingre- 
dients, and the Ministry of Health agreed to raise 
no objection if they were merely so labelled 
‘in appropriate cases’. 

It is unfortunate that accountants themselves 
do not always know how to distinguish between 
“fixed and current assets, any more than they 
are capable of distinguishing between capital 
and revenue, as recent correspondence in this 
journal bore witness. For examination purposes, 
Cropper’ st definition of fixed assets as 

‘assets of a more or less permanent kind that are 

held, not for sale, but solely to earn revenue’ 
cannot be bettered. But in practice it is not much 
use. First of all, it depends very much on intention 
and intentions change. Secondly, many items are 
met with in practice which are far from being 
more or less permanent, but are regarded as 
fixed assets; or are more or less permanent and 
_held solely to earn revenue, yet are automatically 
“designated current assets. Anyone who has 
assisted at the merger of two similar businesses 
will know that it is rare for accountants to be of 
the same opinion in these matters. 


Liabilities 

The liabilities side of the balance sheet presents 
an even richer field for the discontented. To 
begin with, ‘capital’ is sometimes said to be no 
true liability, and the phrase ‘capital and liabili- 
ties’ has found favour in some quarters: ten years 
~ago I was rather keen on it myself. Now, it is 
well known that assets include some debit 
balances which can only be called assets by a 
hefty stretch of the imagination, so in the cir- 
cumstances, there is no cause to single out the 
word ‘capital’ for special criticism. However, 
seen from the standpoint of the business as a 
person (or entity), capital is just as much a liability 
as is a bank overdraft. The business owes its 
owner the amount of money which he has put 
into it, and he will get paid if there is enough 
-money in the business, which is as much as can 
be said of the bank overdraft. 

Far more serious is the variety of meanings 
to which the word ‘capital’ is put. Here are a few: 

Excess of assets over external liabilities; 
Money values of assets contributed by owners; 


1 Higher Book-Keeping and Accounts by. Cropper, mone 
and Fison. Macdonald & Evans Ltd. 


2 
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Profits retained and used in the business; 

Loans; 

Excess of assets over all external liabilities except 
loans; 

Value of fixed assets employed in production; 

Value of all assets employed in production; 

Value of excess of current assets over current 
liabilities; 

Accumulated wealth. 

Even within these types of capital it cannot 
be said that any degree of harmony reigns. Is 
preference capital anything more than a deferred 
loan? Is there no difference between 'A' shares 
with full voting rights and 'B' shares with none? 

A business man may go to his bank to obtain 
some working capital although his books show 
an excess of current assets over current liabilities. 
At what point can profits be said to become 
capital? Surely, not at the moment the financial 
year comes to an end, or when the book-keeper 
draws a double line under each side of the balance 
sheet. In theory, a profit can become capital 
at the moment of realization and this is probably 
the logical basis for those 'taxes on the trans- 
action' which are met with abroad and which are 
essentially different from purchase tax. They 
conform with the notion that a profit may be 
‘gross’ as well as ‘net’. 


The Profit and Loss Account 

The fact that the ‘profit and loss account’ 
originally meant what it said, is frequently over- 
looked. Medieval traders kept accounts for each 
voyage, or a particular consignment of mer- 
chandise, and only the profit or loss on individual 
transactions was transferred to the profit and loss 
account. 

The report published in 1951 of a joint ex- 
ploratory committee of The Institute of Chartered. 
Accountants in England and Wales, and. the 
National Institute of Economic and Social Re- 
search? contained a basic accounting structure 
which illustrates clearly the dangerous con- 
sequences of departing from standard accounting 
terminology. The account, which retained the 
name 'profit and loss account', contained credit 
items called ‘incomings’ (to avoid the word 
‘Income’, or (revenue), and debit items called 
‘outgoings’ (to avoid the word ‘expense’), The 
difference between incomings and outgoings was 
called ‘income’ (to avoid the word ‘profit’) or 
‘deficit’ (to avoid the word ‘loss’). It is hard to see 
what beneficial result was expected from so 
determined a display of leaning over backwards. 

(To be continued.) 


2 Some Accounting Terms and Concepts, Cambridge Univer- 
sity Press, 3s. (See The Accountant, August 25th, 1951.) ` 
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NORTH AMERICAN COMMENTARY — LXXVIII 
| | Current Accounting Opinions in the United States and Canada 


be KENNETH F. BYRD, M.A., B.Sc:(Econ.), A.C.A., C.A.(Canada) 
See Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, New York, January 
. Education for Qualified Certified Public 
E Accountants 


: SERIES of formal courses for qualified 
Ace is being prepared under the 
| auspices of a committee of the American 
Institute. The first course on report writing was 
given in 1954, and courses on administration of a 
tax practice and the legal responsibility of ac- 
countants, have since been added Other courses 
are needed, says the editorial, for juniors, senior 
staff men, and experienced practitioners, res- 
pectively. It welcomes an arrangement with the 
University of Illinois for a course this spring to 
train a selected group of practitioners as in- 
structors for the course on accountants' liability, 
which is to be given in various parts of the 
country. The support of firms and practitioners 
is. called for in this major undertaking of the 
profession which, says the editorial, is likely to 
have even more spectacular advancement in the 
economy of the future. 


. Joint Report for Legal and Accountancy 

Se Professions E 
‘A joint report of the. American Bar Association 
and the American Institute of Accountants agrees 
that the future aim must be to resolve differences 
by conference and negotiation, not litigation. In 
the field of federal income tax, adherence to the 
joint statement of principles approved by the 
two bodies in 1951 is recommended. It is hoped 
that a joint committee may be established in 
each State for settlement of disputes, with the 
possibility of reference to the National Con- 
ference where solution at the State level seems 
impossible. A body of precedent may thus, it is 
suggested, be provided in due time for the 
guidance of members of the two professions. 


The New York Certified Public Accountant 
New York, December ` 
Jointly Owned Associated Companies 

The accounting implications of the growing 
practice by which two large corporations jointly 
form and own a third company, to supply them 
with facilities which they do not care to finance 
individually, are examined by Professor L. Zieha, 
of the School of Business, Air Force Institute of 


Technology, Ohio. It is generally agreed, he says, 
that since the ownership is only 50 per cent, there 
shall be no consolidation of accounts, but owning 
companies differ considerably in their treatment 
of the investment. Some merge it in the general 
investment item; others use sub-captions fo~ 
indicate the existence of the associated companies 
and often reveal the names, this group being the 
most numerous; a third group give much more 
information: the cost, the name, the name of the 
other joint-owning company, the equity in the 
books of the associated company, the current 
dividends, current earnings, share in undis- 
tributed earnings, and any major commitments. 
But Professor Zieha refers to one case where the 
investment is carried at a nominal value of $1. 
One problem, he says, is that it is often impossible 
for the associated company to follow accounting 
policies in line with those of both owners. He 
recommends disclosure of the equity, especially i 
since the statements of the associated companies 
are normally not available to readers of the owners’ 
reports, but says that only the receipt of cash 
dividends should be taken into the owning 
companies’ books. | 


The Controller, New York, January 
Profit-sharing 

Mr Rollin E. Ecke, past president of the Los 
Angeles Control of the Controllers Institute, calls 
Jim Lincoln, founder of the Lincoln Electric 
Company of Cleveland, Ohio, the father of profit- 
sharing, which he initiated in 1933. This is clearly 


-a field in which there were much earlier develop- 


ments in Britain to which no reference is made. 
There is today, says Mr Ecke, a tremendous 
interest in profit-sharing as a new tool of manage- 
ment, and in the last ten years the number of 
firms practising it is said to have grown from a 
few hundred to over 16;000, of which about 4o 
per cent are estimated to have bargaining agree- 
ments with labour unions. Mr Ecke quotes the~ 
following figures for the Lincoln Electric Co: 
production per employee over four times that of 
other comparable companies; reduction of selling 
prices by 40 per cent from 1933 to 1949, while . 
selling prices of manufactured products generally 
increased 110 per cent; each employee is said to 
have received, in wages and profit-sharing, over 
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$8,000 in 1955 — more than twice the average 
pay of other companies. 

Nevertheless, 60 per cent of all so-called profit- 
sharing schemes have been discontinued, says Mr 


Ecke, and he sees the causes in lack of the true 


profit-sharing motive, lack of conviction on the 


part of management, lack of communication with: 


the employees to ensure their understanding of 
the scheme, and failure to maintain an adequate 
standard wage. It is management SSES? that 
has been at fault. 


The Accounting Review, Menasha, Wisconsin 
January 


Training in Report Writing by Accounting 
Firms 


Mr D. H. Grier, C.P.A., of Messrs Touche, 


Niven, Bailey & Smart, says that in his firm, staff 
members have to write almost from the day they 
report with the firm. Audit check lists are not 
used and even a junior has to prepare a memoran- 
dum after each phase of the audit. The firm also 
uses vu-graph slides and other visual aids in its 


staff training programmes and, like most of the. 


larger C.P.A. firms, it has a report review depart- 
ment, which challenges, not only the accounting 
4nd auditing features in reports but the clarity 
and accuracy of the language used, both reviewer 
and writer co-operating. 


Streamlining Auditing Techniques 


In a day when, as he says, the detection of fraud 


is no longer a basic objective of an audit, Mr 
Herman W. Bevis, c.p.a., of Messrs Price 
Waterhouse & Co, asks how many of our audit 
steps could be justified solely as directed to the 
detection of minor fraud. There is, he says, no 
fundamental difference in the profession’s ap- 
proach to an initial examination and a recurring 
one-— each year a recurring engagement is 
regarded as a separate examination. The basic 
time-consuming audit steps — bank reconciliations, 
accounts receivable, detail work, etc. —are re- 
peated each year. Mr Bevis suggests that a con- 
tinuing audit should be regarded as uninterrupted 
in character, with the expression of an opinion 
submitted once a year. The technique called 
‘rotation’ should, he says, be used on a wider scale, 
and to this, those sections of the audit- cash, 
accounts receivable, inventories — which absorb 
most time are best adapted. ` 

As to working papers, Mr Bevis states, with 
justice, that the preparation of schedules which 
merely copy information readily available in 
clients’ records should be avoided. 
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Auditing Electronic Records 

Mr Felix Kaufman, data processing counsellor, 
and Professor Leo A. Schmidt, of the University 
of Michigan, consider the duties of the auditor 
where 'the audit trail disappears into the un- 
marked jungle of electronic circuitry'. Since a 
computer cannot deliberately ignore prescribed 
routines they urge that the auditor must himself 
take part in formulating basic rules for incor- 
poration of checks and proofs i in the programmes. 

He must also insist on a ‘translation’ routine to 
convert the coded programme into a form he 
can understand. Finally, he must test by inserting 
predetermined situations into the system and. 
inspecting the results. Owing to the speed with 
which he will be able to go forward to the ledger 
he may have to collect selected source data to be 
processed against prior period balances in his 
possession, for comparison with current ledger 
balances. 


The Canadian Chartered Accountant, Nana 
Depreciation and Capital Cost Allowances 
Since 1949 depreciation, as such, has not been a 
deductible expense in Canada for income tax 
purposes, but has been replaced by capital cost 
allowances. Until 1954 the right to such allowance 
was recognized, in the case of incorporated 
companies, only if and to the extent that it was 
recorded in the books. Mr H. P. Herington, 
F.C.A., chairman of the Committee on Accounting 
and Auditing Research of the Canadian Institute 
of Chartered Accountants, puts his finger on a 
serious deficiency in Canadian published accounts 
when he says that the charge for depreciation was 
consequently in excess of a proper charge. He 
rightly says that exception was seldom taken by 
auditors in their opinion and that, more often 
than not, notes were so phrased as to give the 
impression that the conservative accounting 
procedure was a matter for congratulation. He 


charges the profession with too ready acceptance 


of this situation so that accounting principle has 
given way to expediency. 

The income tax restrictions are now removed: 
and many companies are again charging true 
depreciation in calculating profits. Mr Herington 
therefore supports his committee’s Bulletin 10, 
which, on the grounds that any excess allowance 
now, for income tax purposes, must result in a. 
corresponding deficiency at some future time, 
recommends that profits be charged with tax in 
line with the depreciation charge, any tax saving 
being carried forward as a deferred credit. The 
necessity for this is a subject much debated in the 
profession at the present time. . . 
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Weekly Notes. 


Certified Accountants’ Pension Scheme 


The Council of The Association of Certified and 
Corporate Accountants has published some details of 
an attractive pension scheme which it is proposing to 
set up for the benefit of certified accountants, whether 
in practice or not, and for their employees, in such a 
manner as to obtain the tax advantages granted by 
the Finance Act, 1956. The scheme will operate 
through irrevocable trusts, with the President, Vice- 
President, and Secretary as trustees; the benefits being 
reassured with an insurance company. 

An attractive feature of the scheme is the flexibility 
in the matter of contributions; these may be varied 
from year to year, or discontinued for one or more 
years, but a member who is not a certified accountant 
has to pay a minimum of {25 a year. Compound 
interest will be added to the contributions received 
by the trustees at 4} per cent for the first five years 
and at not less than 3$ per cent thereafter. On death 
before perision age, contributions will be returned 


with compound interest; while once a pension has 


begun it will continue for at least five years even if 
thé pensioner dies. The five years can be increased to 
ten years, with a corresponding reduction in pension 
secured. By means of a similar sacrifice a pension can 
be secured for the member's widow. 

The statement sets out some specimen benefits. 
For instance a man aged 29 who paid thirty-five 
annual contributions of {100 would receive a mini- 
mum pension of £675 as from attaining 65; and of 
course the {100 contribution would normally qualify 
for relief from income tax and surtax. 

'The final details remain to be worked out with the 


Inland Revenue but it is expected that the scheme 


will start as from April rst. 


Preserving Accrued Pension Rights 


On Monday a ‘sessional meeting of the Faculty of 
Actuaries in Scotland discussed the report of a 
working party set up by the Institute of Actuaries 
and by the Faculty, on the preservation of pension 
rights. The Phillips Committee on the problems o 
provision for old age, which reported in .1954;! 
recorded its support of arrangements whereby the 
accrued pension rights of employees, who change 
their jobs after substantial service, should be pre- 
served for them. ` . 

The object of the working party report was to advise 
the two bodies of actuaries on the actuarial and other 
considerations involved. It is an essentially objective 
approach to a matter both complicated and contro- 
versial. The report draws attention to existing 
vocational pension schemes which permit members 
to preserve membership while changing employers, 

e.g. schemes for school-teachers, National Health 


1 See The Accountant, December 11th, 1954. 


Service employees and others. Where this continuance 
of membership does not apply, there are two methods 
of preserving accrued rights; the transfer method 
under which the old scheme pays a sum to the new, 
and the ‘cold storage’ method, under which the 
accrued pension becomes ‘frozen’ until retirement 
age. Reference is made to the possible combination 
of these two methods, under which the old scheme 
would defer payment of the transfer value to the new 
until retirement age was reached. 

So far as Civil Servants are concerned, the recent ` 
Royal Commission on the Cival Service has recom- 
mended that there should be no extention of the 
present very limited arrangements for preservation of 
accrued pension. In private employment it is rather 
the exception than the rule to provide for preserva- 
tion. However, the report says that there are no tech- 
nical objections to it. 

Under life office schemes the departing employee 
usually has the option of accepting a frozen pension, 
but he almost invariably chooses the alternative of 
an immediate cash payment. It is likely that wider 
adoption of preservation arrangements would add to 
the cost to employers, although this tendency is 
probably exaggerated the present absence of such 
arrangements inhibits free movement where it would 
be socially desirable. Moreover, employers would. 
have less need to make special arrangements for 
older people taken into key jobs. 

The taxation disadvantages of the transfer method 
as opposed to the cold storage methods are indicated 
on broad lines. The report is to be discussed at.a 
meeting of The Institute of Actuaries next Monday. 


Surrender of Life Interest: A ‘Settlement’ 


The income tax anti-avoidance provisions directed 
against settlements on the infant children of a settlor. 
define ‘settlement’ as including any disposition or^ 
transfer of assets, In CIR v. Buchanan (The Times, 
March 14th, 1957) the wife of the appellant taxpayer 
had had a protected life interest under the will of her 
grandfather. The interest was settled on the usual 
protective trusts except that the will expressly pro- 
vided that any life-tenant might surrender his life 
interest to the persons next entitled or any one or 
more of them, and such surrender would operate as 
though the person making it were dead. The life- 
tenant duly surrendered in favour of her infant 
children as the persons next entitled, whereupon 
assessments, were raised on her husband on the- 
amounts 6f trust income expended on the mainten- 
ance of the children, pursuant to Section 21 of the 
Finance Act, 1936. 

The Special Commissioners allowed the appeals 
against the assessments and their decision was 
upheld by Vaisey, J., on slightly different grounds 
(see The Accountant, June 30th, 1956). However, the 
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Court of Appeal held on March 13th, that the trans- 
action was a ‘settlement’ within the meaning of 
Section 21. The surrender was a disposition of the 
income under the will. The j i was given dis 
to appeal to the House of Lo 


Schedule A Tax on Long Lease Flats 

The case of Gatehouse v. Vise, reported in our issues 
of November 17th, 1956, and- February 2nd, 1957, 
has been the subject of appeal to the Court of Appeal. 
The decision in the High Court was to the effect that 
the tenant of a flat at a nominal rent under a twenty- 
two-year lease, granted for a substantial premium, 
was not an owner within the meaning of what is 
now Section 113 of the Income Tax Act, 1952, and 
accordingly could not be assessed to Schedule A tax 
in respect of the flat. The landlord, who was subject 
to alternative assessment under Section 109 (1) (c) 
as the landlord of a house or building let in different 
apartments, appealed to the Court of Appeal. The 
appeal was argued on March 14th and 15th, when 
judgment was reserved. 


Right to Fell Trees as Stock-in-trade 

À timber merchant who paid two sums of £24,275 
and £24,900 to a company for the right to cut un- 
specified trees, at unspecified times, in forests owned 
by the company, has failed to persuade the House of 
Lords that the payments were deductible for income 
tax purposes as payments for the acquisition of 
stock-in-trade (Hood-Barrs v. C.I.R. (The Times, 
March 15th, 1957)) The appellant was appealing 
from a decision of the Court of Session, reported in 
our issue of April 14th, 1956, which upheld the 
Crown's submission that the payments were made in 
acquisition of a capital asset. 

Giving the first judgment, in the House of Lorda, 
Viscount Simonds said that although there purported 
to be a sale and purchase of 'all the timber specified 
in the first part of the schedule then standing and 
growing” in the forests mentioned, it was clear that 
the trees had not been selected and identified.: The 
appellant’s right was to mark, fell and carry away ‘all 
the said trees...’ at such times as the appellant thought 
convenient. It followed that the trees remained the 
property of the vendor until severance. It did not 
follow from the decision that a timber merchant 
could never deduct the cost of standing timber. It 
might be that until the merchant reduced the trees 
into possession, it would be correct to show the right 
to cut the trees, rather than the trees themselves, as 
an asset, particularly when the trees were not even 
identified. An important factor would be whether the 
purchase was of one tree or of 30,000. 

Lord Oaksey dissented, observing that if the 
decision of the Court of Session was right, every sale 
of a standing tree was the purchase of a capital asset. 


Capital Expenditure by Industry 
The Board of Trade last week made available 
provisional estimates of the fixed capital expenditure 
of manufacturing industry in the fourth quarter of 
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1956, in continuation of the series of such estimates 


begun last year. The figures show the changes in 
‘expenditure, compared with the corresponding quarter 


of the previous year, based on returns made by over 
600 companies which account for over half the capital 
expenditure in the industrial groups covered by the 
survey, and are divided under the headings plant and 
machinery, -vehicles and building work. They show 
that while there was a steady decline in the rate of 
increase of capital expenditure throughout 1956, even 
in the fourth quarter of the year total spending was ` 
6 per cent higher than in the corresponding period of 
1955. The increase in expenditure on building work 
fell from 47 per cent in the first quarter to 11 per 
cent in the fourth with an average for the year of 
17 per cent; that on plant and machinery feli from 
23 per cent to 5 per cent with an average of 15 per 
cent; and on vehicles from a peak of 19 per cent in 
the second quarter to a decrease of 8 per cent in the 
third quarter and of r. per cent in the fourth. o, 


U.S. Stockpile and Metal Markets 


It was announced at the end of last year by the office 
of the Assistant Secretary of Defence for Engineering 
that long-term stockpiling objectives had been 
achieved in a number of metals, including quick- 
silver, tantalum and vanadium, and that minimum 
objectives had been completed in a number of others, 
including aluminium, beryllium, bismuth, cadmium, 
columbium, lead, manganese, tin, tungsten and zinc. 
The cessation of buying for the stockpile has led to 
difficulties for certain of the smaller United States 
domestic producers and last year the Senate forced 
the House of Representatives to provide $21 million 
for subsidies to producers of (among other materials) 
en and columbium-tantalum. The subsidy was 
intended to help producers of these metals to adjust 
to normal demands but in practice it appears to have 
resulted in maintenance of unwanted production. It 
was claimed that the bulk of the money went to a 
few large companies who did not need it instead of 
to the smaller producers who were experiencing hard- 
ship. There is now strong pressure for a continuation 
and extension of the subsidy pending the develop- 
ment of a long-range penne for building an 
efficient domestic mining industry. ` 
The need for such a programme is now urgent 
since most of the metals now bought by the United 
States Government, if not required for the strategic 
stockpile, go into a 'supplemental' stockpile which 
may well, before long, come to occupy a position 
identical to that of the United States farm surplus. 
If this occurs in the case of any of the major metals, 
it must exert a continuous unsettling influence on 
international metal markets. In the U.S.A. itself the 
position has already been reached that many miners 


‘are as dependent on Government price supports as 


are the farmers. The farm support programme has 
shown that the longer this state of affairs continues, 
the more difficult it is to correct without major 
political and economic upheaval. i 2 
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Reviews 


Palmer's Company Precedents 
Volume I: General Forms ` 


Seventeenth Edition 


by K. W. MACKINNON, M.B.E, Barrister-at-Law 
Meaning Editor) and R. BUCHANAN-DUNLOP, 
Barrister-at-Law (Editor) 


(Stevens & Sons Ltd, London. £7 7s od net) 


This is the first edition of Palmer's Precedents for 
over forty years in which the late Judge Topham has 
not had a hand. The new editors have worthily 
maintained the very high standard of this indispens- 
able work for company lawyers. At the same time they 
have carried out some very timely pruning of matter 
which has lost importance over the years or which is 
not strictly relevant to company law. Its place has 
been taken by new forms and. cases, and in the event, 
the first volume is still as long as the old, notwith- 
standing that the section on arrangements and com- 
promises has been removed to appear in the third 
volume, which hitherto has dealt only with debentures. 
Physically, however, the new first volume is 
thinner than its prédecessor as a different paper has 
been used and this change is particularly welcome as 
the old volume was somewhat unwieldy. The type 
has also been changed — very much for the better, 
the actual forms being printed in a larger and more 
legible type 
Another feature of the new volume is the wide use 
- ‘made of decisions (some 750 in all) in Commonwealth 
countries having a similar system of company law. 
Altogether this is a most attractive and useful work 
for anyone concerned with the drafting of documents 
used in relation to companies. 


, Chalmer’s Marine Insurance Act, 1906 
by the late Sir MACKENZIE D. CHALMERS, K.C.B., C.S.L 
Fifth Edition 
by J. MILNES HOLDEN, LL.B., PH.D., A.I.B., 
peter DAN and C. B. DROVER, A.C.I.S., Se LB., 


Solicitor 
(Butterworth & Co (Publishers) Ltd, London. 


45s net; 47s by post) : 
Anyone beginning the study of marine insurance 
starts with a handicap, for the standard form of 
policy (a form settled as long ago as 1779), scheduled 
to the Act of 1906, is almost invariably used; it 
mainly consists Greven older provisions, and has been 
judicially described as 'an absurd and incoherent 
instrument. The difficulties facing a new-comer, 
therefore, can hardly be over-stressed. 

This new edition of a very great work fils a 
noticeable gap. The thorough overhaul of the text 
was long overdue and the editors are to be congratu- 
lated on their decision to reproduce (with the 
necessary permission) eight standard common form 
additional clauses of the Institute of London Under- 


writers. It scarcely need be said that a policy in the 
original form without any additions would be a rare 
instrument nowadays, accordingly the common form 
additional clauses are just as important as the original 
policy. The editors’ notes on them: are very clear and 
most helpful. 

Marine insurance has for hundreds of years 
received the close and perhaps not very welcome 
attention of the Stamp Acts, and the relevant sections 
currently in force are reproduced with some brief 
notes. It is a little strange, perhaps, that the recom=~ 
mended stamp duty text-book is one last published 
in 189o, when there is one specifically on marine 
insurance stamps which was published as recently as 
1952. | 


A Guide to Retirement and other Ánnuities 
under the Finance Act, 1956 


by H. G. S. PLUNKETT, Barrister-at-Law, and 
G. A. HOSKING, Sta, A.T.LI, F.S.8., BIS, 


(Sweet & Maxwell Ltd, London. 9s 6d net) 


This is number twelve in the series of Current Law 
Guides, and it has been published with commendable 
speed. It will need to be read with the Income Tax 
(Purchased Life Annuities) Regulations, 1956 (S.I. 
1956, No. 1230), which were published after the book.- 
went to press. 

Sixty-two of the 108 pages are devoted to an 
exposition of the provisions in the Finance Act, 
1956, and include some very useful examples, not to 
mention some sage comments on the merits of trust 
schemes as opposed to contracts with life offices. 
In eight pages the authors give a very succinct and 
readable account, naturally in summary form, of the 
pre-1956 law, and the remainder of the book is 


— devoted to the statutory provisions, both in-the 1956 


Act and in the 1952 Act. There will no doubt 
further regulations in due course, but in the meantime — 
this is a useful book to have. 


Dymond's Death Duties 
First Supplement to Twelfth Edition 
by Ropert DYMOND and REGINALD K. JOHNS, LL.B. 


(The Solicitors’ Law Stationery Society Ltd, London. 
8s 6d net) 


This supplement brings the main volume up to 
September 30th, 1956, and is, of course, a ‘must’ 
for the fortunate owners of that volume. The revision 
has been extremely thorough and the fine shades of ` 
meaning on which recent cases have turned are 
meticulously gone into, the authors' general approach 
being that of persons anxious to place the whole of 
their wide knowledge at the disposal of the reader. 

Particularly praiseworthy is the elaborate exposition 
of Section 32 of the Finance Act, 1956, which section 
attempts to remove some of the hardships imposed 
by the EES of the Lambton and Longbourne 
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decisions. In addition to fifty-eight pages of text, the 
supplement reproduces three double taxation agree- 
ments and also the relevant parts of the 1956 Finance 
Act. 

Whitaker’s Almanack, 1957 


(J. Whitaker & Sons Ltd, London. Complete edition, 
18s 6d; shorter edition, 10s; library edition, 35s) 
The 1957 edition of Whitaker’s Almanack has made 
its welcome appearance and once again maintains its 

high standard as a valuable work of reference. 

The section on parliamentary constituencies has 
been improved this year by alphabetical presentation, 
together with full cross-references. Other improve- 
"tents in the new edition include an explanation in 
the Legal Notes' of the effect of recent legislation 
concerning hire-purchase and, in the ‘Municipal 
Directory’, greatly increased figures of rateable value 
tn the various local authority areas in England and 
Wales. 

New features include descriptions of some of the 
more notable City livery companies! balls and a 
special section in the ‘Diary of Events’ dealing with 
the Suez Canal crisis and events in the Middle East. 
There is also an interesting sixteen-page illustrated 
supplement depicting notable events of the past year. 


The Family Farm 


(Farm Economics Branch, School of Agriculture, 
l Cambridge. 3s post free) 
is a valuable contribution to the study of the 
economics and finance of agriculture, with particular 
application to the problem of the small farmer. 

The family farm is defined as a unit of between 
20 and roo acres which is operated by a ‘family’. 
The family consists, on the one hand, only of the 
proprietor himself, while on the other it is probably 
no more than man and wife, or father and son, with 
occasional casual or contract labour. The importance 
of the problem is shown by the fact that about 125,000 
„holdings are within this definition and these comprise 
one-third of all agricultural holdings, occupying about 
one-quarter of all farm land in England and Wales. 

The writers assert that a family farm should 
provide an income of at least {500 per annum for 
the proprietor; that is to say, rather more than the 
average earnings of a farm worker; but it should be 
noted that this income is the result of very much 
more than the standard working hours and includes 
the interest on invested capital and a margin for risk. 
It goes without saying that there is very little scope 
for capital improvement and replacement. 

__ Various methods of improving output and net results 
“are exemplified, and can be summarized as follows: 

a) Improving yields of crops and livestock; 
b) Growing more intensive crops; 
c) Utilizing products of other farms to increase 
output. 
The key to an adequate income from a small farm is 
Wie? output. There is no indication that the 
small farm is less productive than a larger unit. 
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Indeed, the figures quoted show that output per acre 
is more, by comparison, on the smaller unit; but 
efficiency has to be measured by net results, and a 
point comes where costs cannot be effectively reduced. 

The writers conclude with the apt comment that if 
output cannot be raised to provide an adequate net 
income then the solution would seem to lie in amalga- 
mation into larger units. This policy is one which 
may even require planning at the national level, 
particularly when the expenditure of public funds on 
grants and subsidies is involved. A reduction in the 
number of family farms would result, but if this leads 
to a more economic production and a better standard 
of living for those that remain, then such a policy 
would be justified. 


Pension Schemes and Retirement Benefits 
by GORDON A. HOSKING, F.1.4., F.R.S.8,, MIT, 
(Sweet & Maxwell Ltd, London. £2 25 net) 


The author says in his preface that this book is 
largely based on Superannuation Schemes which he 
wrote.in collaboration with Mr R. C. B. Lane, and 
that fact is recommendation enough; this reviewer 
has been a grateful user of the earlier book ever 
since it first appeared. 

The earlier book was written shortly after the 
Finance Act, 1947, had limited the power to provide 
tax-free retirement benefits. Since then a good deal 
of practical experience of its working has been gained 
and, of course, the Finance Act, 1956, has introduced 
many new complications, so that the new work is 
naturally longer than the old. 

The name of Hosking has become almost synony- 
mous with retirement schemes and it would be 
difficult to improve on his masterly treatment of the 
subject which is remarkably free from the jargon 
either of lawyers or of actuaries. The whole subject 
is still in its infancy and the last word on it has yet 
to be written, but Mr Hosking's book is unrivalled 
at the moment. 


SHORTER NOTICES 


CHORLEY & TuckER's LEADING Cases ON MERCANTILE 
Law, Supplement to Third edition, by Lord Chorley, 
M.A., Barrister-at-Law, and O. C. Giles, LL.M., 
Barrister-at-Law. (Butterworth & Co (Publishers) 
Ltd, London. 3s post free.) The supplement brings 
the main volume up to June rst, 1956, and includes 
five additional leading cases. 


THE REGISTRATION, MANAGEMENT AND WINDING- 
UP OF COMPANIES IN SoUTH Arrica, by David 
Shrand, M.COM., A.S.A.A., C.A.(S.A4.), and A. A F. 
Keeton, B.A., LL.B. (Juta & Co Ltd, Cape Town; 
Sweet & Maxwell Ltd, London. 66s.) This is a new 
book written on practical lines and designed to assist 
practitioners in South Africa in the preparation of the 
various company documents for registration and to- 
explain the practical application of the Companies 
Acts. A good deal of space is devoted to the effect of 
the Income Tax Act, in relation to companies. 
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RECENT PUBLICATIONS 


RESTRICTIVE TRADE PRACTICES ACT, S. 56. A guide for the 
industrialist, second (revised) iti 
84 X 54. 4s net. Federation of British Industries, London. 

SUPPLEMENT TO THE ÁNGLO-DurCH DouBLE TAXATION 
CONVENTIONS, by Dr F. E. Koch and H J. Blok; Reginald 
K. Johns, LL.B., and H. Schuttevaer. 62 pp. 9} x6. 
International Bureau of Fiscal Documentation, Amster- 
dam. 

PROFESSIONAL ETHICS OF CERTIFIED PUBLIC ACCOUNTANTS, 
by John L. Carey. xiii--233 pp. 9$ X 64. $4 cloth bound; 
$3 paper cover. American Taine of Accountants, 
New York.- . 

APPRAISING THE Economics OF ELECTRONIC COMPUTERS, 
by Frank Wallace. 106 pp. 9X 6. Controllership Founda- 
tion, Ínc, New York. 

LocaL EXPENDITURE AND EXCHEQUER GRANTS, a Research 

Study. vili+352 pp. 84x54. £2 2s post free. The 
oe of Municipal Treasurers and Accountants, 
ndon. 


THe PRINCIPLES or Company Law, Sixth edition, by O. ` 


Griffiths, M.A., LL.B., Barrister-at-Law, and E. Miles 
Taylor, F.C.A., F.S.A.A. xxiv4-589 pp. 9X6. 20s net. 
Textbooks Ltd, Harpenden, Herts. 

PARTNERSHIP LAW, with 100 typical examination questions, 
oth edition, by E. Miles Taylor, F.C.A., F.S.A.A. 81 X 54. 
vi-+51 pp. 7s 6d. Textbooks Ltd, Harpenden, Herts. 
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PENSION SCHEME PRECEDENTS, by William Phillips, Barrister- 
at-Law. 10 X 6. £4 4s net. Sweet & Maxwell Ltd, London. 

Tue GENERAL PRINCIPLES OF ENGLISH Law, by W. F. 
Frank, LL.B., B.COM., M.SC.(ECON.) DR.JUR. 8454. 
194 pp. ros 6d. George C. Harrap & Co Ltd, London. 

GEMENT ACCOUNTING FOR AGRICULTURE, by S. V. P. 
Cornwell, M.C., M.A., F.C.A. 8454. 84 pp. 20s net. 
(20s 6d post free). Gee & Co (Publishers) Ltd, London. 

LOCAL AUTHORITY BORROWING. 84x 54. viii-- 117 pp. 2514. 
The Institute of Municipal Treasurers and untants 
(Incorporated), London. 

THE PRIVATE SECRETARY'S Desk Book, compiled and edited 
by H. N. Munro. 8$ X 5$. vi4- 164 pp. 12s 6d. Business 
Publications Ltd, London. 

CREDIT CONTROL AND THE CLEARING BANKS, a reprint of a 
lecture delivered on November 2gth, 1956, by W. 
Manning Dacey, Economic Adviser, Lloyds Bank Ltd.. 
The Institute of Bankers, London. 

INTERNAL AUDIT IN LOCAL AUTHORITIES AND HOSPITALS, 
by W. L. Abernethy, A.8.A.A., F.L.M.T.A. 84% s$. viii-- 
379 pp. 37s 6d. Shaw & Sons Ltd, London. 

Price, Cost AND Output, by P. J. D. Wiles. xi--302 pp. 
8+ X 54. 305 net. Basil Blackwell, Oxford. 

Tue SEcRETARY'S GUIDE TO THE RESTRICTIVE 'lRADE 
Practices Act, 1956, by the Rt. Hon. The Lord Meston, 
Barrister-at-Law. ix 4-96 pp. 84 X54. 12s 6d post free. 
The Corporation of Secretaries, London. 


Finance and Commerce 


Strike developments have inevitably had severe market 
repercussions. ‘The pound sterling has been weak on 
the foreign exchange market despite official support 
and in the stock-market the gilt-edged section has 
fallen back heavily. Industrial equity issues have been 
marked rather than forced down and the greater part 
of the selling pressure, it is maintained, has come 
from America and the Continent. There has been 
some support at the lower price levels. 


English Electric 


Our reprint this week gives the accounts of The 
English Electric Co Ltd. Basically electrical engineer- 
ing, the list of the twenty-one subsidiaries brought 
into consolidation includes such names as Marconi, 
Napier, and Vulcan Foundry. The list also includes 
several overseas companies whose accounts in some 
cases have been made up to dates prior to the parent 
date to facilitate prompt submission of the group 
figures. Promptness is, in fact, a feature of the 
accounts which were printed and in shareholders' 
hands hardly more than seven weeks from accounting 
date. 

Where consolidation has been effected for those 
subsidiaries with out-of-line accounting dates, the 
net difference on inter-company current account 
between those dates and the parent date has been 
included under debtors and prepayments. 

A minor point but one not often seen in company 
accounts is that the profit and loss account, so far as 
It concerns minority shareholders, is in debit, and 
the loss of £342,097 attributable to the minority, per- 
force becomes a deduction before the final figure is 
carried out. The facts behind the figures will be 


readily understood by accountants but it is at points 
like this that one feels explanatory notes to th 
accounts would be useful to shareholders, 

The English Electric Co, however, has not 
advanced so far as notes or chairman’s statement 
the accounts. The board, no doubt, will have the. 
own reasons for being out of step with current prac- 
tice, but if the chairman’s review must be delayed 
until the annual meeting, at least such references to 
the accounts as the review may contain should be 
brought forward to appear with the accounts 
themselves. 






No Tie-up E 
There sometimes seems to be a lack of ‘tie-up’ to an 
unnecessary degree in figures issued by public com- 
panies, especially those relating to profits. À recent 
case was provided by The British Oxygen Co Ltd, 
whose figures, given in the preliminary profit state- 
ment, did not register with the profit prospect figure 
provided last November in the offer for sale of fto 
million of debenture stock. 

In the offer for sale it was stated that the group's 
profits for three years to September 3oth, 1955, 
averaged {3,528,000 per annum — sufficient to cover 
the annual debenture interest requirement over.six 
times. On the basis of the figures for nine months, 
computed on the same basis, the profit for the year 
to September 1956, it was stated, should exceed 
£3% million. The basis of the figures, as shown in the 
auditors' report, was 'after overseas taxation but 
before United Kingdom taxation'. 

To wonder whether the prospective profits had 
been obtained was very natural when the profit 
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figures for the year were published. But the pre- 

_ liminary profit statement was on the basis of one 
deduction for taxation, United Kingdom and overseas 
in one figure. The company's overseas position is 
substantial because the business overseas is largely 
carried on through local manufacturing subsidiaries. 
Gases compressed in cylinders are not really an 
exportable commodity. 


705,477 


1955 

2721011 
650,000 
743,962 


5,016,786 : 


8,172,494 — 8,443.24 
| 21226: 


17,344,162 
| 2,606,756 











r———— ] F 


£74,400,721 £66,741,181 





£ 
Issued 


37,973,249 £36,490,347 








531,006 
21,226 
875,250 
—— —— 27,774,042 21,365,106 


750,000 





658,745 
2,658,346 
4,855,333 

16,757,384 
9,320,182 


£ 
Authorised 


Contract Contingencies 


A new reserve ‘for contract contingencies’ appears in 

the balance sheet of International Combustion (Hold- 

ings) as at September 30th, 1956. The company, 
-through its subsidiaries, makes mechanical stokers, 
. Steam boilers, mining machinery and equipment. 

In connection with the contract work, it has been 
the practice in the past, when the balance of profit 
has been brought in, to provide an adequate amount 
to cover expenditure which might be incurred, due 
to a variety of reasons, during the post-commissioning 
period. In view of the size and duty of the plant which 
the company installs, such charges could be sub- 
stantial. 

The amount of the actual expenditure so incurred, 
on the majority of contracts, has proved to be lower ` 
than the maintenance provisions originally made and 
the Inland Revenue has not been agreeable to allow- 
ing such provisions to be charged against profits for 
taxation purposes, except to the extent of the esti- 

lie amount required, in spite of the company's 
tion that the full provisions were a reasonable 
and necessary precaution. 

Faced with this situation, the directors decided to 
discontinue the practice.and to build up a general 
reserve for contract contingencies out of taxed profits 
to provide for any unexpected expenditure which 
may become necessary in the execution of major 
“contracts. 

In the accounts, the balance of the previous pro- 
visions for maintenance not specifically required, has 
been transferred to the new reserve. which, with 

{40,000 ' from general reserve and {11,700 from 
profit and loss appropriation account, now stands at 
£300,000. The actual net credit to the new reserve 
from previous provisions is £143,300, the total of the 
provisions not specifically required -of £283,968, 
having been subjected to £140,668 for taxation. 


Brought forward 
for the current 


yable and Taxation, 
' Directors. 


ax 
paid on the Ordinary 


Stock, less Income Tax.............. 


jes 


rz, Bills 
liability for income 


ax year....... 
GEORGE H. NELSON 


to Aler December 1956, lass Income Tax..,.......00c. 
P, HORSFALL, 


Dividend recommended to be 


includi 


Income Ý 
Bank Overdraft .......... 


Dividend on 6j per cent. Preference Stock for the half-year 


Provision for Concingendes, past 


Amount due on Loan and Current Accounts... lee 


CURRENT LIABILITIES 


4 per cent. Dabenture Stock (1951/68). ........... LLL. 
4 per cent. Debenture Stock, 1965/85... ecco eee 
44 per cent. Debencure Stock, 1972/77......... eese 


LOAN CAPITAL (Secured) 
Trade and other Credito 


SUBSIDIARY COMPANIES 





i955 - 
628,034 
9,033,034 


1,500,000 


15,221 721 


[,062,586 








6,000,000 
400,000 








17,857,565 
` 2,005,000 


1,135,844  £1,135,844 
1,500,000 


: 15,221,721 
8,507,162 — 8,507,162 
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1,382,586 





17,857,565 


10,225,936 
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1,500,000 











15221721 
7,142,435 
£25,000,000 
7,000,000 
2,180,000 
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Carried forward 


Money Market E 
With the discount market increasing its bid to 
£98 I9s 4d, there was a sharp rise in the Treasury 
ill rate on March 15th. The average rate was 
-£4 2s 3-7od per cent against the previous week's 
£4 os 5:20d per cent. The market obtained 34 per 
cent of the {230 million of bills offered and allotted 
and total applications were £375,315,000. This week 
the offer is increased to £250 million. Under existing 
conditions there seems little prospect of a further 
reduction in Bank rate which was thought to be a 
possibility in recent weeks. ` ` 


Reserve for estimated future liability for Income Tax on 


Depreciation Equalization Reserve. ...... eee 
the profits of the year 
Profit and Loss Account. en 


Ordinary Shares of CT ech, eene 


Ordinary Stock ee 
REVENUE RESERVES 
General Reserve..... 


_ SÉ per cent, Cumulative Preference Stock. ....... 
SHARE PREMIUM ACCOUNT.......cccceeceeeces 
CAPITAL RESERVE EE ied eu EA RE RE ui 


THE ENGLISH ELECTRIC COMPANY, LIMITED 
` 6 per. cont. Cumulative Preference Stock. .... cese 
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Current Law 


Contracts by Local Authorities 


It is a rule of common law that a corporation is only 
bound by a contract if it 1s under seal, but the 
exceptions to the rule are so important and. far- 
reaching as almost to overshadow the rule itself. 
That it is, nevertheless, still a rule of primary 
importance is shown by 4. R. Wright & Son Ltd v. 
Romford Corporation ([1956] 3 All E.R. 785), where 
the defendant, on being sued for damages for 
breach, by repudiation, of contract, successfully 
took à preliminary point that the contract — not 
being under seal- was not binding upon it. The 
plaintiff relied on Section 74 (2) of the Law of 
Property Act, 1925, and Section 266 of the Local 
Government Act, 1933. Section 74 (2) of the Law of 
Property Act provides: 

"The board of directors, council or other governing 
body of a corporation aggregate may, by resolution 
or otherwise, appoint an agent either generally or in 
any particular case, to execute on behalf of the 
corporation any agreernent or other instrument not 
under seal in relation to any matter within the 
powers of the corporation.’ 

Section 266 of the Local Government Act requires 
that the contracts of local authorities shall be made 
in accordance with their standing orders, but pro- 
vides that a person entering into a contract with a 
local authority shall not be concerned to inquire 
whether the standing orders have been complied 
with and shall not be affected by failure to comply 
with them. 

Lord Goddard, C.J., held that since the contract 
in the case before him did not fall within the well- 
recognized exceptions where a seal is not necessary, 
neither of these sections availed to help the plaintiff: 
Section 266 did not affect the common law rule, and 
Section 74 (2) applied only to the execution of an 
agreement which, in spite of the absence of a seal, 
would bind a corporation. : 


Equitable Assignment of Right to Shares 


Although the three plaintiffs in Letts v. C.I.R. 
([1956] 3 All E.R. 588) instituted proceedings in 
order to ascertain whether or not estate duty was 
payable in respect of shares given to them by their 
father, the chief interest of the case lies not in its 
bearing on the law of death duties, but in the fact 
that it is an authority on equitable assignment. 
Under a contract of sale of a partnership business, 
L., the father of the plaintiffs, was entitled to have 
issued to him, or as he should direct in writing, 
shares in the purchasing company. In 1944 he signed 
a document addressed to the directors of the com- 
pany in which he requested them to allot certain 
shares to the plaintiffs as his nominees. There was 
evidence, in correspondence between L. and the 
plaintiffs, that he intended the plaintiffs to take the 
shares beneficially. The shares were duly allotted to the 


plaintiffs in 1945, and L. died in 1949, more enu five 
years after the date of the document referred to above. 
The question which Upjohn, J., had to decide was 
whether this document was a complete and effective 
instrument of gift, whether, in the words of ‘Turner, 
L.J., in Milroy v. Lord ((1862) 4 De G. F. & J. 264, 
274), L. had | 
done everything which, according to the nature of 
the property comprised in the settlement, was 
necessary to be done in order to transfer the property 
and render the settlement binding upon him’. 
Upjohn, J., was satisfied that L., by his direction to^ 
the company in 1944, intended to make an assign- 
ment of his right to have shares issued, and that the 
document which he signed operated as an equitable 
assignment. It followed, therefore, that L. had done 
all that was then in his power in relation to his rights 
under the contract of sale: and the assignment 
operated as a perfect gift, which was made more 
than five years before L.’s death. 


Restoration of a Company to the Register: 
Creditors’ Rights 

A short but interesting point arising under Section’ 
353 (6) of the Companies Act, 1948, was decided by 
Roxburgh, J., in Re Donald Kenyon Lid ([19506] 
3 All E.R. 596). In 1949 the company was struck oi^ 
the register of companies as a defunct company and 
dissolved. The present proceedings were brought by 
way of petition by a director, who asked that the 
company be restored to the register under Section 
353 (6) and that it then be wound up by the Court. 
The petition stated: 

‘It is apprehended that all the debts of the com- 
pany at the time of its dissolution have since become 
statute-barred and that, after paying the costs of the 
liquidation, there should be a substantial surplus 
available for distribution amongst the contributories 
of the company.’ 

Apprehending from the wording of the petition that. 
there might have been debts of the company which 
were not statute-barred at the time of its dissolution, 
Roxburgh, J., in making the order asked for, put in 
a proviso that in the case of creditors whose debts 
were not statute-barred at that time, the period 
between the date of dissolution and the date of 
restoration to the register should not be counted for 
the purposes of any statute of limitation. His lordship 
took the view that, if he did not insert such a proviso, 
he would not be giving full rein to what he suspected 
was the intention of the Legislature in giving creditors~.. 
twenty years within which to make an application 
under the section: he thought it only common fair- 
ness, in a case where the contributories wanted the ` 
company restored to the register, that the period 
between dissolution and restoration should be dis- 
regarded for the purposes of the statutes of limitation. 
Notice of appeal has been given. 
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Taxation Cases 
Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the ‘Annotated Tax Cases’. 


S. Berendsen Limited v. C.I.R. 
In the High Court of Justice (Chancery Division) 


February 6th, 1957 
(Before Mr Justice WyNN-PARRY) 
Profits tax — Directors remuneration — One director 
contro shares held by another company — Whether 
directors had a controlling interest — Finance Act, 1937, 
-Schedule IV, paragraph rz. 

The appellant company's issued capital consisted 
of 1,000 shares of £5 each, each share carrying one 
vote at general meetings. The directors were registered 
as the holders of 401 shares, and a Danish company 
held another 590 shares. One of the appellant com- 
pany’s directors held 395 of the 600 issued shares in 
the Danish company, and thus possessed a majority 
of the votes in that company. 

In computing the company’s profits for profits tax 
purposes the Inland Revenue limited the deduction 
for directors’ remuneration pursuant to paragraph 11 
of Schedule IV to the Finance Act, 1937. It was con- 
ended for the appellant company that as the votes 
‘attaching to the shares in the appellant company 

:gistered in the names of its directors were less than 

Oo per cent of the total votes available at general 
meetings of that company, the deduction for directors' 
remuneration was not limited by paragraph 11. The 
Special Commissioners decided in favour of the 
Inland Revenue. 


Held, that the ‘register of members of the appellant 


company was the deciding factor in ascertaining 
whether the directors had a controlling interest 
therein, and that as the shares in respect of which the 
directors were registered did not carry a majority of 
the voting rights at a general meeting of the appellant 


company, the directors did not have a controlling | 


interest in the company and their remuneration was 
not limited by paragraph 11. 


Beauchamp's Executors v. C.LR. 

(In the High Court of Justice (Chancery Division) 
February 7th, 1957 
(Before Mr Justice WvNN-PARRY) 
Special contribution — Assessment made later than sx 
years after 1947-48 — Assessment made more than three 
years after date of death — Whether any time limit for 
assessment to special contribution — Income Tax Act, 
1918, Section 125 — Finance Act, 1923, Section 29 — 
Finance Act, 1948, Sections 47, 48, 55, 65, 67, 68 - 
Spectal Contribution Regulations, 1948 (No. 2209), 
Regulations 4, 5. 

The testator died on June 17th, 1950, and an 
assessment to the special contribution was made on 
his executors later than April sth, 1954. 

It was contended on behalf of the eppelsan that 


the assessment was invalid because (a) it was made 
more than six years after 1947-48, (b) it was made 
more than three years after the date of the testator’s 


— death. The Special Commissioners decided that there 


was no time limit for the making of assessments to 
the special contribution and that the assessment under 
appeal was valid. 
Held, that the Special Commissioners’ decision was 

correct. 

Barney v. Pybus 

In the High Court of Justice (Chancery Division) 
February 12th, 1957 
(Before Mr Justice WYNN-PARRY) 

Income tax — Assessment — Assessments for more than 
six years back - No returns made — Whether fraud or 
wilful default — Income Tax Act, 1952, Section 47. 


The appellant was in business for about thirty 
years dealing in scrap iron and other materials. He 
dealt almost exclusively for cash. He was illiterate, 
but could sign his name. He had three banki 
accounts, He filled in a form claiming reliefs for the 
year 1939-40, in which he showed that his income 
was {70, but for the years 1940-41 to 1947-48 he 
made no returns of income. 

Additional assessments were made on the appellant 
for 1939-40 to 1946—47 in respect of profits, and for 
1939-40 to 1947-48 in respect of interest. The 
appellant gave evidence that he had not heard of 
income tax till 1951 and that, as he was illiterate, he 
was unable to keep accounts, and contended that he 
was not liable to assessment for more than six years 
in arrear. The General Commissioners decided that 
the appellant had committed fraud or wilful default, 
and that therefore the assessments for all the years 
under appeal should be confirmed. 

Held (1), that the General Commissioners had 
ample material on which they could come to the 
conclusion that the appellant had deliberately not 
made returns, and that he was, therefore, guilty 
either of fraud or of wilful default; (2), that as the 
appellant had been guilty of fraud or wilful default, 
the onus of displacing the assessments fell on him. 


Evans v. Richardson 
Nagley v. Spilsbury 
In the High Court of Justice (Chancery Division) 
February 12th, 1957 
(Before Mr Justice WyNN-PARRY) 
Income tax — Office or employment — Lodging allowance 
— Whether assessable under Schedule E — Whether ex- 
penditure on lodgings deductible — Income Tax Act, 
1952, Schedule I X, paragraph 7. 
The respondent in the first case was a regular officer 
in the Ármy and was detailed to attend a course at 
Manchester away from his permanent station. No 


332 


Ármy accommodation was provided at Manchester 
and he was paid a lodging allowance at the rate of 
IIS a day. 

In the second case the appellant was a private 
soldier who was posted to a station where there was 
no Ármy accommodation and was paid a lodging 
allowance at the rate of {1 2s 9d a week. 

Both sums were included in the amounts of the 
Schedule E assessments. It was contended by the 
first appellant that the lodging allowances were not 
income for the purposes of the Income Tax Acts, and 


. Correspondence 


THB 
ACCOUNTANT 


March 23rd, 1957 


by both appellants that they were entitled to a deduc- 
tion under paragraph 7 of the Ninth Schedule to the - 
Income Tax Act, 1952, in respect of the amounts paid 
by them for lodging. The General Commissioners in 
the first case decided in favour of the taxpayer; the 
General Commissioners in the second case SODIUM 
the assessment. 

Held (x), that the lodging allowance was income 
for tax purposes; (2) that no deduction could be 
made in either case in respect of expenditure on 


lodging. 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Proposed Integration Scheme 


Sir, — It is observed that a number of your corres- 
pondents remain in doubt as to whether the scheme 
d integration is in the public interest. Do any mem- 

nur the Institute seriously believe than an over- 
SE majority of the Council have not satisfied 
themselves on this point after the most careful study 
of the scheme over a period of nearly two years, and 
after consultation with The Institute of Chartered 
Accountants of Scotland and The Institute of Char- 
tered Accountants in Ireland? 

It seems perfectly clear that the Council has done 
everything within its power to place all the members 
of the Institute in a position to study the scheme from 
every point of view, and it cannot be denied that on 
the presentation of the agreed scheme and the explan- 
atory memorandum, they, the members, have always 
been in a position calmly and objectively to decide 
which way they would vote. 

With regard to the question of. public interest, it 
is surely right that a great profession such as ours 
should develop along similar lines to the legal, medical 
and other professions. It cannot be in the public 
interest to have a multiplicity of accounting bodies 
with differences in standards of training and education, 
which are not always obvious to the general public. 
Surely it is in the public interest that this situation 
should be remedied in the course of time, and I am 
sure that most chartered accountants hold the view 
that if and when the Institute and the Society join 
forces, we shall have taken a long step forward to- 
wards a more integrated profession, and ultimately 
one hopes a registered GE 

It is for the members of the Institute to judge 
whether the explanatory memorandum contains 
clichés and platitudes as can be so easily suggested 
by persons opposed to the scheme. It is also for 
them to judge whether it is fair for any member to 
say that under the scheme his rights and privileges 
under the Royal Charter will be in any way jeopard- 
ized. Their complete opportunity to register their view 
is provided by the ballot. 

Yours faithfully, 
Great Missenden, Bucks. H. HODGSON, F.C.A. 


SIR, - I attended the recent meeting at the Royal 
Festival Hall and having regard to the importance of 
the purpose for which the meeting was called, was 
somewhat surprised to find that there was no system 
of checking whether the persons attending the meeting 
were members of the Institute or not, and was still 
further surprised when the resolution was put to the 
vote by show of hands, without any effort having 
been made by the officials of the Institute to ascertain 
whether the people present and voting were entitled 
to do so. I had serious doubts myself as to whether 
some of the people present at the meeting wer 
members of the Institute, and from the conversatior 
which I have had with fellow members subsequently, 
it has become quite apparent to me that some of them 
were definitely not members. 

It is on these facts and on the procedure adopted 
in connection with the resolution that I have come 
to the conclusion that the resolution was not properly 
passed at the meeting in question, and that even if 
the poll of all members shows a sufficient majority 
in favour, the resolution will still not have been 
properly passed. 

I give as my reasons for arriving at the above ` 
conclusions: 


(1) The meeting on Feb 19th, 1957, was invalid 
in that the officials of the Institute did not take 
adequate steps to ensure that only such persons 
as were entitled to be present were, in fact, 
present, and the said officials had no means of 
knowing whether persons not entitled to vote 
for or against the resolution did, in fact, vote at 
the meeting. 


(2) It is clear from the notice of the meeting and the 
report of the proceedings thereat, the intention 
was that any voting at the meeting by show of 
hands should not be effective to pass the resolu- — 
tion, and the same was not to be deemed to have 
been passed unless and until a properly con- 
ducted poll of all the members of the Institute 
by post had been taken, and that upon such poll 
being taken a sufficient majority of members 
voted in favour. 


(3) The majority in favour of the resolution on the 
show of hands at the meeting having been ob- 
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tained in an unconstitutional manner and the 
report of the proceedings sent out to the members 
with the voting papers for. the poll being taken 
by post not having contained all relevant informa- 
tion concerning the meeting, the poll by post 
also will be invalid. 
Yours faithfully, 


London, EC4. | S. RUSSELL LANG, F.c.a. 


SIR, — The letter from Mr E. Gordon Turner, M.C., 
*.C.A., in your issue of March gth is so interesting as 
© be worthy of comment in numbered paragraphs. 

(1) He refers to 'the obvious disadvantages' of the 
proposed scheme. What are they? And why are 
the more recently qualifed members of the 
Institute and the articled clerks most likely to 
suffer? Is it that they may have to face more 
competition? If so it will be in the 'public in- 
terest' and may the best men win. 

(2) He suggests that each principal should draw the 
attention of his articled clerks 'specifically to the 
disadvantages of the scheme'. Would he suggest 
that principals should also be careful to point out 
the advantages, as the fair-minded ones undoubt- 
edly will? 

(3) He states categorically that the Institute qualifi- 
cation stands higher than that of the Society. That 
is a claim often made by Chartered Accountants 
butis a matter of opinion informed by experience, 
and Mr Turner would probably be surprised and 
and perhaps even dismayed at the opinion of 
many business men. Your correspondent is 
certainly entitled to his own estimate of the 
comparative worth of the two bodies, but it is 
surely reprehensible to misread the editorial in 
Accountancy to support his view. The words he 
quotes simply mean that the 2,000 members of 
the Society who trained otherwise than in the 
offices of practising accountants in this country 
will have all the privileges and advantages of 
membership of the Institute save that they will 
not be designated Chartered Accountants and 
will not be able to take articled clerks; but that 
is not an admission, as your correspondent seems 
to think, that membership of the Institute stands 
higher than that of the Society. It is merely 
pointing out that the few will be penalized only 
to the extent of the two things mentioned. 

(4) Lastly, why is a man who takes his final ‘at one 
go' necessarily better than the man who takes it 
in two parts? It may well be that the one has 
to be crammed more than the other. Whether or 
not the scheme goes through it is possible that 
the Institute will follow the lead of the Society 
in this as it has so often done in other directions. 

Yours faithfully, 
ELDERLY F.S.A.A. 


IR, — There has been a lot of high-sounding talk of 
1e 'service to the public', 'good of the profession', 
tc., in the discussions over the proposed integration 
sheme, Let us be honest and admit that we are 
iostly engaged in the profession in order to earn our 
ving in an honourable, and sometimes not un- 
ongenial manner. 

As a country practitioner I see this scheme bring- 
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ing the registration of the profession no nearer than 
it ever has been; in fact, if passed, the Council will 
sit back in a welter of self-satisfaction for an 
indefinite period. 

As one who chose the harder and more difficult 
route of qualification as a Chartered Accountant, I 
can see no reason for giving up this advantage to 
those less willing or able than myself. 

Yours faithfully, 
Chelmsford. ROBERT BARLOW, v.R.D., F.C.A. 


“The Market Price’ 


Sm, — In the article giving ‘Some reflections upon 
the Wernher decision’ appearing in your issue of 
December 8th last, ‘Barrister-at-Law’ argues a most 
convincing case for the adoption of cost to the trader 
as the ‘market price’ as laid down in the above deci- 
sion. It may be summarized as the (one would think) 
unchallengeable right of the taxpayer to make his 
notional sales in the same market as he makes his 
actual purchases. 

In the last section of the article under the heading 
of “The principle applied’, however, the author 
appears to go adrift. It is not reasonable that a trading 
enterprise which has expended labour and material 
towards the production of goods which are diverted 
from the market to the proprietor for his personal 
consumption should claim the market price from the 
proprietor. The market price contains an element 
of profit which the proprietor is entitled to waive. 
It zs, on the other hand, reasonable for the business 
to recover the proper historical cost, which does, 


assuming the business uses a consistent mark-up, 


bear a definite relation to the current realizable value. 

Surely, following 'Barrister-at-Law's' own admirable 
arguments earlier, the ‘market price’ of manufactured 
goods is what other manufacturers of the same article 
would be prepared to pay, that is, a figure approxi- 
mating very closely to the proper historical cost. 

It has apparently been overlooked that the prin- 
ciple as applied by 'Barrister-at-Law' denies a much 
more important one, i.e. that an assessee cannot make 
a taxable profit out of himself. If the new principle 
be extended, as logicaly it must, to the ultimate 
taxation of co-operative society profits from members, 
it would have the most grave repercussions on any 
Government that attempted it. 

Yours faithfully, 
Madras. R. G. N. PRICE. 


[Our contributor, ‘Barrister-at-Law’ writes: I agree 
with the correspondent when he says that current 
realizable value often contains an element of profit for 
the producer of goods, which ought on general principles 
to be eliminated for tax purposes. Unfortunately, the 
historical cost of market produce is so difficult to 
ascertain on correct accountancy principles that 
current realizable value is often the best valuation — 
though a poor one — which can be put on the produce 
for any purposes. When it comes to manufactured 
goods which can be accurately costed I agree that 
historical cost is the more reasonable figure at which to 
value the proprietor’s withdrawals.] 
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‘Balancing Charges’ 


Sir, — I must point out a fallacy in Mr T. J. Sophian’s 
reaso in his article on ‘Balancing charges’ 
(March gth issue). Where the balancing charge is 
equal to, or less than, the price of new plant, he 
endeavours to prove by his examples that to exercise 
the option of adopting Section 296 of the Income 
Tax Act, 1952, it ‘would be less favourable to the 
taxpayer’. I reproduce the example below with the 
alternative method See 











METHOD 1 METHOD 2 
Section 296 Section 296 
adopted not adopted 
£ £ £ 5 
Purchase price of new plant 2,000 2,000 
Balancing charge on old plant 1,500 — 
Notional price of new plant 500 2,000 
Initial allowance, 1/5th 100 400 
Annual allowance, 1/4th 125 500 
l — 225 — 900 
Unrelieved balance £275 £1,100 
Under Method 2 the taxpayer has, , therefore, £ 
suffered tax on a balancing charge of .. I,500 
but recovered tax on allowances of goo 
leaving tax suffered on .. 600 
which when Genee from Oe unrelieved 
balance of š 1,100 
leaves a true unrelieved balance of £500 


Under Method 1 the taxpayer has admittedly only £ 
an unrelieved balance of 275 
compared with the ‘true unrelieved balance’ 
under Method 1 of Zeoo, but he has dad 


recovered tax on allowances of 225 


of this sum which when danh to the unrelieved 


balance makes up the £500 


It is therefore obvious, that over the life of the 
new plant, the net result would be the same by either 
method. If, however, the new plant was resold at 
the end of the first year, as assumed, under method 2, 
the taxpayer will receive either a higher balancing 
allowance or a lower balancing charge than under 
method 1, but only by virtue of the fact that more 
tax has already been suffered by this method. 

The true effect of Section 296 is therefore to give a 
See allowance in the first year of the new plant's 

e and correspondingly lower allowances in sub- 
sequent years, and whether this is desirable or other- 
wise wil depend entirely on the other factors 
affecting the tax computations of the particular 


business. ’ Yours faithfully, 
Audenshaw, Manchester. G. ALLEN. 


[Mr T. J. Sophian writes: The sentence in question 
has, I fear, been misconstrued by your correspondent. 
The point I was making was that the error of mis- 
calculating the amount of the unrelieved balance should 
be avoided. The unrelieved balance would be not 
{,1,775, as one might mistakenly think it to be, but the 
smaller figure of £275, which when compared with 
. the figure of £1,775, ‘would be less favourable to the 
taxpayer. The sentence does not mean and was not 
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intended to mean that the exercise of the option would 
be less favourable to the taxpayer. I agree with the 
observations made by your correspondent. |] i 


Can a Trustee Retain Director’s Fees? 
SIR, —'Castle's' query (March gth issue) may be 
answered thus: It 1s an inflexible rule of a Court of 
Equity that a person in a fiduciary position is not, 
unless expressly provided, entitled to make a profit. 
À director, therefore, is prima facie accountable to 
his beneficiaries for any remuneration that he may 
receive as a director. The exceptions to the rule exist 
when the director has received remuneration from a 
company independently of any use by him of the 
trust holding, whether by voting or refraining froni 
voting, or by any other power vested in him as a 
trustee. Harman, J., said in Re Gee ([1948] Ch: 284): 
‘If a trustee of shares in a company by virtue of 
the control over the company which those shares 
give him gets himself appointed to the post of 
director or managing director then, although the 
remuneration is not paid to him in respect of the 
trust holding but in respect of the work he does as 
director or managing director, yet because he gains 
that emolument by virtue of the trust holding, he 
-is not entitled to take the remuneration for his own 
benefit.' 

Of course, the trustee may come to some arrange- 

ment with the beneficiaries that he is to be paid. 

Yours sincerely, 

London, WCIT. DOUGLAS NORBY, M.A., See 


SIR, — I refer to the letter from ‘Castle’, süblished at 
page 277 of your issue of March 9th. The general 
rules is that a trustee who obtains a personal benefit 
from his trust by reason of his position as trustee 
becomes accountable to the trust for that benefit. 
Thus, in Re Macadam ([1946], Ch. 73), trustees of 
a will, exercising in their own favour a power to 
appoint directors which was given to holders of the 
trust shares by the articles of association, were held 
to be liable to account to the trust. Conversely, where 
a trustee was appointed a director by the other 
members unanimously, he was not accountable (Re 
Gee ([1948], Ch. 284)). 

. In Re Dover Coalfield Extension Lid ([1908], x Ch. 
65), the circumstances were similar to those quoted 
by your correspondent. Here, trustees holding shares 
on trust were elected directors of the company, the 
shares being treated as qualification shares. However, 
as the trustees were freely elected to their director- 
ships, and exercised no rights attaching to their 
shares in obtaining their directors’ fees, they were 
held not to be accountable therefor to the trust. 

It would seem, therefore, that the answer to your 
correspondent's query depends whether the trustee 
in question used his position in any way to influence 
or assist his appointment as director. If he did, then 
he would appear to be accountable to the trust for 
fees received. If he did not, then the dictum in the 
Dover Coalfield case should apply. 

Yours faithfully, 
P. D. 


- London, NWII1. DAVIS. 
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DINNER IN BIRMINGHAM 


The Birmingham and District Society of Chartered Accountants 


The annual dinner of The Birmingham and District 
Society of Chartered Accountants was held at The 
Grand Hotel, Birmingham, on Thursday, March i4th. 

The President of the Society, Mr R. B. Leech, 
M.B.E., T.D., F.C.A;, was in the chair and together with 
Mr A. S. H. Dicker, M.B.E., F.C.A., President of The 
Institute of Chartered Accountants in England and 
Wales, received the 425 members and guests who 
attended. 

. Among those present were Alderman E. W. Apps, 
Lë, Lord Mayor of Birmingham; Lieut.-General Sir 
Geoffrey Evans, K.B.E., C.B., D.8.0., General Officer 
Commanding-in-Chief, Northern Command; Mr 
John L. Brockhouse, M.A.; Professor F. W. Shotton, 
M.B.E., 8C.D., F.G.8., M.L.MIN.E., F.R.S., Deputy Dean of 
the Faculty ‘of Science in the University of Birming- 
ham, and 

Messrs G. L. Barnes, M.A., A.C.A. (Secretary, Untversity of 
Birmingham), J. Howard Bell, B.A., F.C.A. (President, Man- 
chester Society of Chartered Accountants): J. Edward Bellis 
President, Birmingham Chamber of Commerce); D. H. 

uchanan (Agent of Bank of England; President, Institute of 
B ham Local Centre); G. A. Burridge, F.C.1.8. 
(Chairman, Birmingham and District Branch, Chariered 
Institute of Sasa Gordon Cooke, F.c.1.B. (Chairman, 
Corporation of Insurance Brokers, Midland District). 

Professor W. H. B. Court, M.COM., M.A. (Dean of the Faculty 

Commerce, University of Birmingham); Professor Donald 

using, B.COM., A.C,A. (Professor of Accounting, University 
of Birmingham); ‘Messrs F. H. Deakin, F.R.I.C.s. (Chairman, 
Warwickshire, Staffordshire and Worcestershire Branch, Royal 
Institution of Chartered Surveyors); H. Donald Dixon, 
F.R.1.C.8., F.A.I. (Chairman, Chartered Auctioneers and Estate 
Agents Institute, Birmingham and West Midlands Branch); 
J. P. Eames, opp, F.L.M.T.A., F.8.A.A. (Treasurer, City of 
Birmingham); J. Fawcett (President, SE Branch, 
Association of H.M. EE of Taxes); A. F. B. Ham, 
F.C.A. (President, Bristol and West of eland Society of 
Chartered Accountants 

Messrs C. H. 
Accountants’ Birmingham and District Society), Cyril Huber 
‘President, Birmingham Insurance Institute), Herbert Jackson, 
*.R.I.B.A. (President, Birmingham and Five Counties Archi- 
eetural Association); Alfred W. Jeffs (Chairman, Birming- 
1am Stock Exchange Committee); H. A. Kinney, F.C.A. 
President, South Eastern Society of Chartered Accountants); 

3. R. Longman, F.C.A. (President, Leeds, Bradford and Dis- 
vict Society of Chartered Accountants); Alan S. Maclver, 
M.C., BA. (Secretary of the Institute). 

Messrs P. T. Neal, r.c.A. (President, Birmingham Char- 
ered Accountant Students’ Society); D. T. Owen, F.C.A. 
President, South Wales and Monmouthshire Society of Char- 
‘ered Accountants), W. E. Parker, C.B.E., F.C.A. (Chairman, 
London and District Soctety of Chartered oe Say 
?hilip H Vernon (President, Birmingham Law Society); 

. H. Whichelow, F.c.w.a., F.c.1.8. (President, Institute of 
"ost and Works Accountants, Birmingham and District 
Jramchy P. H Wigley, F.A.C.C.A. (President, Birmingham. 
mid District Society of Certified and Corporate Accountants). 

The toast of "The City of Birmingham’ was pro- 
xosed by Sir Geoffrey Evans and the Lord Mayor 
esponded. 

Proposing the toast of "The Institute of Chartered 
\ccountants in England and Wales’, Mr Brockhouse 
poke of the threat of the engineering and shipbuilding 
rades to take strike action. He said: 

"There is no doubt in anyone's mind that if this threat is 


ills, F.8.A.À. Ge Incorporated. 


carried through it will be-a crisis more serious to us than 
the closing of the Suez Canal. Can it be that this quarrel is 
between two professional bodies ~ the employers and the 
trade unions ~ perhaps too proud to admit their mistakes, 
perhaps jealous of each other's power? It behoves everyone 
to examine their position very closely to see what motivates 
their actions.' 
The Integration Scheme 


Replying to the toast of the Institute, Mr Dicker said 
that this year the Birmingham Society would be holding 
its seventy-fifth annual meeting which suggested that the 
Society had been founded very soon after the granting 
of the Royal Charter. Mr Dicker congratulated the 
Society on its magnificent membership which now 
numbered 1,002. Continuing, he said: 


‘Now, I feel that I should make some reference to that 
topic which is occupying all our minds at this moment, the 
scheme of integration of. The Society of Incorporated 
Accountants with our Institute, but as it can now be re- 
garded very much as sub judice I do not propose to say much 
on the subject. At the meetings which were held in every 
district, at the great meeting in the Royal Festival Hall in 
London, and in all sorts of newspapers and mainly in the 
correspondence columns of The Accountant, the proposals 
have been subjected to a most rigorous criticism, both 
favoutable and unfavourable. The arguments (as is usual 


> 


_chiefly those of an adverse nature) have been very forcibly 


put, and as by this time the great majority of the voting 
papers will have been returned, nothing that Í could say 
can have much effect on the decision, which, as I said at 
Sheffield (The Accountant, dated March oth, 1957), will be 
a decision of the members and not of the Council. 

‘However, I should like to mention briefly two matters 
which have been the subject of uncertainty or anxiety in 
some peoples’ minda. 

"The first relates to the future position of our articled 
clerks. If this scheme is approved,.a member in practice will 
have the power to increase his quota of pupils from two to 
four, with more at the discretion of the Council. Some of 
our members are in some anxiety lest our future training 
and especially that of an individual nature, be lowered in 
standard, as it may be difficult for principals to strictly 
observe their personal commitments under the terms of 
articles. 

"The first observation I want to make is that this extension 
of numbers does not in the slightest mean that every prac- 
titioner should immediately have the extra pupils. The 
number of articled clerks must obviously be related to the 
size, efficiency and nature of the clientele of each particular 
firm. No Chartered Accountant of any repute would con- 
sider complicating his staff arrangements by doing other- 
wise than what he has always done, that is, correlating the 
number of his staff including pupils, to the requirements of 
his work. 

"The old criticism that there was an opportunity for the 
less reputable accountant to make use of the article system 
as a means of using cheap labour has little substance now- 
adays when not only is the premium system gradually 
vanishing, but a policy of paying appropriate salaries to 
articled clerks is becoming more and more accepted. 

*Everyone who has the interests of articled clerks at heart 
realizes that the strength and adequacy of the training 
depends to a t extent on the size and strength of the 
firm and especially of its permanent staff. It is this state of 
affairs which will largely govern the actions and decisions 
of the Council in those cases (and there will be very few of 
them) in which application is made for a further increase 
above the number of four. 
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‘I would also remind members that in present conditions 


under bye-law 50 the Council may "in any case in which it 
seems in its absolute discretion desirable so to do, refuse to 
register articles lodged for registration", and as a coroll 
there is also discretionary power in the hands of the Council 
in any case when an applicant for membership is not con- 
SC by the Council to be a fit and proper peraon to be 
so admitted. l 
' ‘I can assure the members of the Institute that ‘the 
members of the present Council are very conscious of the 
extra responsibility which wil be placed on them in this 
connection in the event of this scheme being approved and 
it has been fully and emphatically agreed in Council that 
this new discretion will be applied very dac SO as to 
guard against any abuse. . 

"The other point to which I want to refer say be summed 


up in the form of an appeal to give the members of the 
Council, present and future, some credit for.developing the 


new. conditions for the best interests of our ers 
generally. If the scheme goes through there is a tremendous 
amount of tidying up and co ential administrative 
principles to be applied. It has already been made clear that 
the Council will watch very carefully how the details of the 
new regime are working out and I can give you the assurance 


that in any matter of detail, of large or small effect, which is- 
not turning out successfully, the Council will not hesitate . 


to bring before the members proposals for any necessary 
amendment, including amendment in the Charter or bye- 
laws “in such a manner as it may think fit”. - 
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"While I am asking you to put your faith in the Council, 
I fed] I must correct (it concerns me personally) an impres- 
sion which has been made on several occasions, and it was 
mentioned twice at the Royal Festival Hall, that the views 


' of the Council are often the views only of the big firms from 


which (I quote) "certainly the whole of the practising mem- 
bers of the Council come", I would mention that many of 
my colleagues on the Council belong to that “large majority 
of practising members who practise in small towns and in . 
the suburbs of large towns and cities". I can assure you 
with every confidence, not only do the conditions of this 
ractising members" receive the 
utmost consideration of the Council and its committees, but 
by none more sincerely and more objectively than those 
members of the Council who do in fact belong to the large 


Proposing the toast 'Our Guests’, Mr Leech paid a 
tribute to Mr Dicker for the work he had performed — 
while President of the Institute. 

During the dinner, Mr Leech presented Mr Eric 
Hemsoll, M.c., Clerk.to the Committee for almost 
twenty-five years, with a watch and a cheque for £575, 
on his retirement from the post. Mr Leech praised 
his great work and said that everyone would miss him. ; 

Professor F. W. .Shotton, M.B.E., SCD, F.G.8., 
M.I.MIN.E., E.R.S., Deputy Dean of the Faculty of 
Science in the University of Bi , responded 
to the toast. 


^ ^ . DINNER IN CARDIFF 


Incorporated Accountants’ South Wales and District Society: _ E 


The annual dinner of the Incorporated Accountants’ 
South Wales and Monmouthshire District Society was 
held at The Park Hotel, Cardiff, on March 1sth. Mr 
K. G. Sim, a.s.a.a., President of the Society, was in 
the chair and with Mrs Sim and Sir Richard Yeabsley, 
C.B.E., President of The Society of Incorporated Ac- 
countants, and Lady Yeabsley, received the members 
and guesta. 


Among those present were Alderman D. T. Williams, 


Lord Mayor of Cardiff, and Mrs Williams, Lady 
Mayoress; Mr R. W. Daniel, Controller, Board of 
Trade Office for Wales, and Mrs Daniel; Major E.A.C. 
Westby, High Sheriff of Glamorgan, and Mrs Westby. 

Responding to the toast of the South Wales and 
Monmouthshire Society, proposed by Mr Daniel, 
Sir Richard Yeabsley referred to Ee within 
the professions. He continued: 

"Clearly there is a degree of specialization within our own 
profession and is tending to increase. The complex 
economic and administrative structure that .we have 
evolved to permit orderly living and paranna requires 
the skill, advice and help of specialista, namely, persons well 
informed and practised in particular fields of kn knowledge. 

‘Our profession, by its training, experience and high 
standards of integrity, plays its part.in ever-increasing 
degree and scape. 

Sir Richard said that two major fields came to mind 
— taxation and management accounting. There was, 
however, one aspect of the work of a practising account- 
ant that was of paramount importance and its impor- 
tance was not always recognized or appreciated. This 
was the audit of accounts of companies or other bodies 
as required by Statute and the report that dccountants 
were required to make to shareholders. 

Continuing, Sir Richard said: 


“In my view, the vast and complicated "nm 
machinery involved by the operation of industry..and com- 
merce by the means of companies rests on the integrity of 
directors and management and the reliability of the auditors' 
report. The confidence of the investor and those dealing 
with the company is essential ana we play our part within 
the scope of our duties. i 

‘It is sometimes said that an | audit report is in the. nature 
of a post-mortem or coroner's verdict and it is true that it 
covers the past. However, the work involved is not related. 
to an entity no longer alive nor to a system of accounting 
and check which are unlikely to be current. Much of what 
we do is known by. management to be of value to them and 
is complementary to, or confirmatory of,. proceduri oper- 
ated within their organization. A 

"Our reports to shareholders are generally in a stereo- 
typed form, largely due to the precise wo of the 
Companies Acts and the need for brevity. Much informa-. 
tion, possibly too much on occasions, is given on the face 
of the accounts and in notes accompanying them. to meet: 
statutory requirements and convey to the informed reader, 
whether he be an investor or those like the national Press. 
who so effectively help the lay reader to comprehend the’ 
main features, the information representing the directors' 
account of their stewardship. . 

"Ihis work of auditing is in my view the keystone on 
which the confidence in, and the future success of, the 
profession rests. Let us not approach this work with any 
complex feelings but with a due appreciation | of its funda- _ 
mental importance to the community at large.’ 

The toast of ‘Our Civic Governors’ was proposed 
by Mr T. H. Trump, Vice-President of the South. 
Wales and Monmouthshire Society, and the Lord. 
Mayor of Cardiff responded. 

The toast of ‘Our Guests’ was proposed by Mr Sim; 
who paid tribute to the work carried put by the secre- 
tary, Mr Tudor Davies, and his committee in o 
the dinner. Major E. A. C. Westby responded to the toast. 


+ 
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d THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


The annual meeting of the board of governors of 
The Chartered Accountants’ Benevolent Association 
will be held at The Institute of Chartered Accountants 
in England and Wales, Moorgate Place, London, 
EC2, at 2.15. p.m. on Wednesday next, March 27th. 


PERSONAL 


Messrs Coorer BRoruHERS & Co, Chartered Account- 
ants, and Messrs RATTRAY BROTHERS, ALEXANDER & 
"FRANCE, Chartered Accountants, of Gordon Chambers, 
9o Mitchell Street, Glasgow, Cr, announce that from 
April rst, 1957, they have agreed to amalgamate their 
practices in the United Kingdom. The partners 
resident in Glasgow will be Mr Harry D. Bovn, 
M.B.E., C.A., Mr JAMES WHITTON, M.B.E., C.A., and 
Mr ARNOLD ADAMSON, A.C.A., and the practice ‘there 
will be conducted from the above address. 
Messrs Woop & Co, Chartered Accountants, of 
1 Old Burlington Street, London, Wr, announce that 
Mr Norman M. CIVVAL, A.C.A., has been admitted 
into partnership. The name of the firm remains 
unchanged. 
Messrs PEARCE, CLAYTON & Maunper, Chartered 
Accountants, of Dorchester and Weymouth, announce 
pes have taken into partnership Mr D. J. O. 

AITE, A.C.A. 

N. N. PAMPEL & Co, Chartered Accountants, 
prenan; of 115 High Holborn, London, WC 
announce that they have removed to larger premises 
at 130 High Holborn. Telephone: Chancery 9121-2. 


PROFESSIONAL NOTES 
Sir Reginald Wilson, B.COM., C.A., chairman of the 
Eastern Area Board of the British Transport Com- 
mission, and & member of the Transport Commission, 
has been elected president of The innui of Trans- 


port. 
Mr R. Ian Morrison, A.C.A., of Dublin, has been 
appointed secretary of Southalls of Ireland Ltd. 


“INLAND REVENUE APPOINTMENTS 


The Board of Inland Revenue have appointed Mr 
E. G. Tucker to be Controller of Death Duties as from 
April rst, 1957, in succession to Sir Arthur T. Evans, 
who is retiring from the public service. Mr H. T. 
Veall has been appointed a Deputy Controller of 
Death Duties in succession to Mr 'T'ucker. 


REGISTRATION OF 
BUSINESS NAMES IN 1956 


During the year ended December 31st, 1956, there 
were 28,062 new registrations under the Registration 
of>Business Names Act, 1916, as amended by the 
Companies Act, 1947, bringing the total number on 
the Register to 939,542. Ten prosecutions were in- 
stituted during the year for non-compliance with the 
provisions of the Act; convictions were obtained in 
nine cases. 


INSTITUTE OF ACTUARIES 


Mr C. F. Wood, F.LA., has been re-elected President 
of The Institute of Actuaries for 1957—58. 
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IN PARLIAMENT 
LODGING ALLOWANCE: INCOME TAx 

Sin H. BUTCHER asked the Minister of Defence whether 
his attention has been drawn to the recent decisions in 
the cases of Nagley v. Spilsby and Evans v. Richardsom; 
whether he is aware that certain subsistence allowances 
paid to civil servants whilst serving temporarily away 
from their normal places of employment are not 
regarded as giving rise to tax liability; and whether he 
will arrange for similar payments to be made to serving 
officers which will not attract liability to tax, and so 
remedy the hardship which was the subject of judicial 
comment in the cases mentioned. 

Mr Sanpys: I am aware of these decisions. There is 
no analogy between subsistence allowance paid to civil 
servants and lodging allowance paid to members of 
the services. Civil servants receive subsistence allow- 
ance only for those periods when temporary duty takes 
them away from their home, and the purpose of the 
allowance is to reimburse them for the extra expense 
involved. Members of the Forces, on the other hand, 
are entitled to accommodation, and lodging allowance 
is payable in lieu when accommodation is not available, 
The fact that lodging allowance is taxable is taken into 
account in fixing the amount. 

Hansard, March 13th, 1957. Written Answers. Col. 189. 


Income Tax: BARRISTERS | 

Mr Lzwis asked the Chancellor of the Exchequer why 
barristers are allowed to keep the last year of their 
earnings before retirement free of tax; by- what 
authority this is done; and whether he will introduce 
amending legislation to enable all of Her Majesty’s 


` subjects the same privilege, or otherwise alter these 
. provisions to ensure that barristers receive no special 


tax privileges. 

Mr P. 'THORNEYCROFT: The income tax of barristers 
ceasing practice, like that of other trades and pro- 
fessions, is calculated in accordance with the normal . 
provisions of the Income Tax Acts. Barristers’ fees 
are, however, not earnings for which they can sue, and 
it is necessary always to assess barristers on a cash 
receipts basis. Fees received by barristers after the 
source of the income has ceased are accordingly not 
assessable to tax. As regards the latter part of the hon. 
member's question, I cannot anticipate my Budget 
statement. 

Hansard, March 15th, 1957. Written Answers. Col. 222. 


PENSIONS SCHEMES 

Mr HoucHTOoN asked the Chancellor of the Exchequer 
what limits are imposed by the Inland Revenue 
Department as regards pensions and/or lump sums 
payable to beneficiaries under approved private 
pension funds operating under trust deeds, approved 
private pension schemes reinsured with life offices, 
deferred annuity policies taken out by self-employed 
persons under the provisions of the Finance Act, 19 56, 
and non-contributory "Top Hat' schemes in which 
policies are effected in favour of individuals the cost 
of which is allowed as a working expense, respectively. 

Mr PowxLr: Unless there are special circumstances, 
the total value of the benefits afforded to an employee 
on retirement is limited, for tax purposes, to the 
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equivalent of a pension of one-sixtieth of final salary 
multiplied by the number of years of service with the 
employer concerned. These limits apply in general 
to employers' arrangements of all the varieties referred 
to in the question. 

Annuities for self-employed persons taken out under 

Part III, Finance Act, 1956, are limited by reference 
not to the amount of the annuity, but to the amount of 
the annual premium, as laid down in the Act. 
. Funds which are wholly approved under Section 
379, Income Tax Act, 1952, whether they are privately 
administered or their liabilities are reinsured with an 
insurance company, are precluded from paying any 
retirement benefits in lump sum form. 'T'his restriction 
does not apply to schemes which do not qualify for 
approval under Section 379. If, however, the lump sum 
exceeds a quarter of the actuarial value of the total 
benefit, they are not approved under Section 388; 
and in such a case, unless it fell within one of the 
classes specified in Section 387 as not requiring ap- 
proval, there would be tax liability on the employee in 
respect of the employer's contributions. 


Hansard, March 15th, 1957. Written Answers. Col. 223. 


TAXATION OF 
PROFESSIONAL ENTERTAINERS 


The Commissioners of Inland Revenue have made a 
direction under Section 21 of the Finance Áct, 1956, 
by which persons chargeable under Schedule D in 
respect of a trade, profession or vocation which consists 
in performing in any kind of entertainment for the 
public, 1ngy be assessed for the year of assessment 
1957—58 and subsequent years in one of a number of 
divisions. 

It is intended to exercise the direction to secure that 
from 1957—58 onwards, most of the leading members 
of the entertainment world whose activities are based 
on London are assessed in one of the three tax offices 
of Strand, Piccadilly and St Martin's; that non- 
resident artistes visiting this country for short engage- 
ments are assessed in Covent Garden tax office, and that 
full-time artistes who are resident in the provincial 
centres of Birmingham, Bradford, Leeds, Liverpool, 
Manchester, Newcastle, Nottingham, Sheffield, Edin- 
burgh and Glasgow, are all assessed in one tax office 
in their respective centres. This will be for the mutual 
convenience of the artistes concerned and the depart- 
ment. Apart from this, the existing arrangements for 
assessing other artistes will continue. 


ANNOTATED TAX CASES 


Part 5 of Volume XXXV of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.c., now published, 
contains reports, with notes on the judgments, of 
the following cases: Countess of Kenmare v. C.I.R. 
(C.A.); Saunders v. C.L.R. (C.A); Lord Portman v. 
C.I.R. (Ch.D.); Regina v. Special Commissioners of 
Income Tax; ex parte Linsleys (Established 1894) Ltd 
(Q.B.D ); C.I.R. v. Earl of Shrewsbury (C.A.); Stratton's 
Executors v. CLR. (Ch.D.); In re Letts (Ch.D.); 
Davidson v. Deeks (Ch Dr Clapham’s Trustees v. 
o. ks Bridges v. Bearsley; Bridges v. Hewitt 
The annual subscription to the Annotated Tax Cases 
is 30s post free; the publishers being Gee & Co 
EEN Ltd, 27-28 Basinghall Street, London, 
2 
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CERTIFIED ACCOUNTANTS’ LUNCHEON 
MEETING 


The last of the 1956-57 series of luncheon meeting 
arranged by The Association of Certified and Corporate 
Accountants was held at the Connaught Rooms, Great 
Queen Street, WC2, on March rith, and was attended 
by 155 members and guests. Mr F. H. C. Betts, 
F.A.C.C.A., President of the London and District Society, 
presided and Mr William Martin, a director of 
Christie's, spoke about 'Christie's — selling and collect- 
ing’. 


Because of the success of these luncheon meetings, 
the Council of the Association have decided to run 
another series during the winter 1957—58, and the next 
meeting has been arranged for November 4th. Further. 
details may be obtained from the Secretary, The 
Association of Certified and Corporate Accountants, 
22 Bedford Square, London, WCzr. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The following meetings of the London Students’ 
Society will be held during next week: 


Tuesday, 5.30 p.m., at the Chartered Insurance Hall: Mock 
meetings in connection with a deed of assignment to 
creditors. 

Wednesday, 6.30 pm., at the London Wall Restaurant: 
Dinner debate on short motions to be selected at the 
meeting. 

Thursday: Demonstration of Underwood Accounting 
Machines (limited number). 

Friday: Visit to the Royal Mint (limited number). Ø 
Squash match v. Metropolitan Police. 

FOR STUDENTS 
Practical Taxation Problem — III: Answer 


The answer to the Practical Taxation Problem - III, 


which appeared in ‘For Students’, in last week's issue, 
is as follows: 


(a) Plant pees April 3rd, 7 54 £ £ 
1954-55 vx : I,000 
Initial allowance 200 
Annual allowance 125 
—- 335 
675 
1955—56 Annual allowance zey 
591 
1956-57 Annual allowance .. Se - 74 
517 
1957-58 Annual allowance .. - SS D 
f 452 
1958-59 Sale price 600 
Balancing charge £148 
TELA 


(Total allowances — net — £400) 
(b) Plant purchased April roth, 1954 £ £ 


1955—56 Cost price T 1,000 
Investment allowance . £200 | 

Annual allowance WC 

875 

1956-57 Annual allowance 109 
766 

1957-58 Annualallowance .. m A 96 
670 


1958—59 Sale price ; 
Balancing diers 
(Total allowances £600) 
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THE INSTITUTE OF COST AND WORES 
ACCOUNTANTS 


NOTTINGHAM UNIVERSITY AGREEMENT 


' The Institute of Cost and Works Accountants and the 
University of Nottingham have agreed to an arrange- 
ment whereby graduates who have taken the B.A. 
degree in industrial economics including a study of 
the law and practice of accountancy, should be 
entitled to exemption from the whole of Part I of the 
Institute’s Intermediate examination. The agreement 
follows the lines of those already reached with the 
Universities of Birmingham, Bristol and London. 


MEMBERSHIP OF THE IRISH INSTITUTE 


“In the note on the recently published List of 


Members of The Institute of Chartered Accountants in 
Ireland, in our issue of March oth, the total number 
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of Fellows in practice should read 178 and the total 
number of Associates in practice, 125. In the analysis 
of ‘Members in Ireland’ given in our note, it was shown 
that there are 169 Fellows in practice in Ireland, but 
it was not stated that there are also ten Fellows not 
in practice. 


SEMINAR AT 
INCORPORATED ACCOUNTANTS’ HALL 


Professor Sidney Davidson, of Johns Hopkins Univer- 
sity, Baltimore, will give a paper on ‘Depreciation, 
income taxes, and economic growth’, at a Stamp- 
Martin seminar to be held at Incorporated Accountants’ 
Hall, Temple Place, Victoria Embankment, London, 
on May oth, at 6 p.m. Readers wishing to attend are 
asked to send prior notification to the Research Com- 
mittee Secretary, at Incorporated Accountants’ Hall. 


OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 


The following is a list of Associates elected to Fellow- 


ship and applicants admitted to Membership at the. 


Council meeting held on March 6th, 1957, who 
completed their Fellowship or Membership before 
March rgth, 1957. 


Assoctates elected Fellows 


~Baldwin, Richard Charnley; 1933, A.C.A.; Bank Chambers, 
Y Lord Street West, Blackburn. 

Barber, Nicholas Peregrine; 1948, A.C.A.; (Barber & Co) 
2 Finchle Road, London, NWS8. 

Beaumont, John Gordon; 1937) A.C.A.; (*Brown, Butler 
& Co), 32-33 Commercial Street, Leeds, x. 

Beaver, David William; 1951, A. C.A.; (Beaver, Bowen & 
Co), Rawcliffe Chambers, 1 Hoghton Street, Southport. 

Birch, Harold; 1948, A.C.A.; (Birch, Littlemore & Co), 
7 Pall Mall, Manchester, 2. 

Booth, Trevor William Edwin; 1950, A CA: (E. A. Radford 
Edwards & Co), 52 Brown Street, Manchester, 2. 

Burton, Rex Norwood; 1951, A.C.A.; 97 Davyhulme Road, 
Davyhulme, Manchester. 

Davidson, Harold William; 1926, A.C.A.; (H. W. Davidson 

—& Co), 142 Cromwell Road, London, SW, and at Acton. 

Davison, James Maurice Joseph; 1951, A.C.A.; d 
& Co), 2 Windsor Terrace, Newcastle upon Tyn 

Gray, John Campbell Austin; 1950, A. CA: (Noel, *Shackell 
& Gray), Midlan d Bank Chambers, 97-100 Bute Street, 
Cardiff, and at Brecon, Merthyr T'ydfil and Mountain Ash. 

Hall, James Edward; 1924, A.C.A.; 29 Percy Park, Tyne- 
mouth, North Shields. 

Hart, Anthony Harry; 1950, A.C.A.; (Gilroy, Ruck & 
Jenkins), 7 New Court, Lincoln’s Inn, London, WC2, 
and at Dartford and Tonbridge. 

Hyett, Eric Ronald; 1950, A.C.A; (Arthur C. Goddard & 
Co), 11 Bruce Grove, Tottenham, London, Nr7. 

Littlemore, Peter East; 1951, A CA: (Birch, Littlemore & 
Co), 7 Pall Mall, Manchester, 2 

Morris, Cecil Ernest; 1942, A.C.A.; 54 Hermitage Court, 
Snaresbrook, Woodford, Essex. 

Muxworthy, Donald Crispin, B.SC.(ECON.); 1940, A.C.A; 
41 Manor Road, Potters Bar, lesex 

Pinniger, Edward "James; 1948, A.C.A; ( Fawcett, Brown 
& Pinniger), Windover House, St Ann treet, Salisbury, 
Wil 


Hits. 

Rutherford, John Thomas; 1951, A.C.A.; (Laurence Moore 
& Co), 14 Pall Mall, London, SWi:. 

'Tonkinson, David Harry; 1951, A.C.A.; (TEdmonds & Co), 
13 Liverpool Gardens, Worthing, and at Brighton. 


* 


Tootle, Ernest, B.COM.; 1941, A.C.A.; (Holmes & Turner), 
Wallgate Chambers, Wigan. 

Townley, Eric Samuel; 1951, A.C.A.; (H. W. Fisher & Co), 
36 Southampton Street, Strand, London, WCa. 

Walker, Jeffery Maxwell; 1950, A.C.A.; (*Leigh, Butler & 
Walker), (Walker, Newman & Co) and (Maxwell, Walker 
uet Argyle House, 29-31: Euston Road, London, 


Ward, Roger Oliver Newman; 1934, A.C.A.; (Abbott, 
Deeley, Hill & Co), Sun Building, Bennett’s Hill, 
Birmingham, 2, and at London. 


(Not in England or Wales) 


Falkner, Reginald Wallace; 1929, A.C.A; (Bell & ay 
Barclays Bank Buildings, Donald Avenue, (P.O. Box 21), 
Nakuru, Kenya. 

Robson, Benjamin Holmes; 1936, A.C.A.; (Buckle, Sykes & 
Weatherly), ‘Chartered Bank Chambers, Beach Street, 
(P.O. Box No. 277), Penang, Malaya. 

Simpson, James Ashton; 1937, A.C.A.; ({Thomas Purves 
& Co), Maynard House, Shortmarket Street, (P.O. Box 
1000), Cape Town. 


Admitted as Associates 
(In Practice) 


Fialko, Lewis, (Fialko, Burns & Co), 14 Howick Place, 
London, SWi. 

Saideman, Michael m (Saideman & Co), 246 Westrow 
Drive, Barking, Ess 


(Not in Practice) 

Abrams, Drummond Ernest, with TSpain Brothers & Co, 
1 Old Burlington Street, London, Wi. 

Adams, Brian William, B.com., with Witham, Smith, 
Mitchell & Co, 6 Harrison Road, Halifax. 

Albury, Alan Joseph, B.A., with McCabe & Ford, Bank 
Chambers, High Street, Cranbrook, Kent. 

Alderson, William Ian Rudd, Brewery House, Castle Eden, 
Co. Durham 

Allen, Richard "Thomas, Hall Farm, Deopham, Wymond- 
ham, Norfolk. 

Allen, Ross Hopwood, 17 Richmond Hill, Richmond, 


Surrey. 
SE George Furness, ‘Drayton’, Caldy, West Kirby, 


Armstrong, Denis Edmund, with T. L. Sutton, City 
Chambers, Claypath, Durhem. 
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Arnold, Clement Brian, 2 Knighton Church Road, Leicester. 

Ashton, William Wilson, with T Whinney, Smith & Whinney, 
4B Frederick's Place, Old Jewry, London, ECa. 

Assenheim, Alan, 43 Marlands Road, Ilford, Essex. 

Atkinson, SE Shand, 22 West Park Drive, West Park, 
Leeds, 1 


Balderstone, John Philip, “The Grove’, Cold Hatton, 
Wellington, Shropshire. 

Banstvala, Sam Cursetji, 81 
London, Err. 

eium Geoffrey Hall, 274 Beverley Road, Anlaby, near 


Hull. 
Barnes, Wilfred Stuart Delano, 1 Abbots Gardens, London, 


Nz. 

acus Roy SES 68 Grenville Gardens, Woodford 

reen, 

Barrington, Dennis with Ware, Ward & Co, 7 Unity Street, 
College Green, Bristol, 1. 

Bartlett, Gerald Philip, with Roffe, Swayne & o Barclays 
Bank Chambers, 74 High Street, Godalming, Surrey 

Baxter, John Anthony, 12 Church Vale, East F Schloss 
London, N2. 

Beasley, Trevor George, 8 Marlborough Road, Nuneaton. 

Beaton, Bruce Mount, 17 Parkside Drive, Edgware, 
Middlesex. 

Bennett, Peter John, Freshfield Lane, Danehill, Haywards 
Heath, Sussex. 

Benstead, Graham John, 5 Elmhurst Drive, Ipswich, 
Suffolk. 


Bushwood, Leytonstone, 


Bentley, Arthur, with Glass & Moss, Martins Bank. 


Chambers, 2A Tyrrel Street, Bradford, 1. 

Berry, Daniel, with Mapus-Smith & Lemmon, Hill House, 
19 Tuesday Market Place, King’s Lynn. 

Bingham, Bruce Crewe, with H. W. Davidson & Co, 142 
Cromwell Road, London, SW7. .. 

Birkin, Jobn Richard, 13 Yarborough Crescent, Lincoln. 

E Frederick Robert, 12 Clevelands Mount, Burnley, 


ca. 

Blanchard, John Cyril, 68 Albany Road, Enfield, Middlesex. 

Bland, Michael Norman, with Watson, Wood & Co, 8 Duke 
Street, Piccadilly, Bradford. 

ao Christopher Jon Turner, 150 Heavitree Road, 

eter. 

Boardall, Keith, 97 Blackwood Grove, Pellon, Halifax. 

Boddington, Richard Stewart, B.A., with tJones, Crewdson 
& Youatt, 7 Norfolk Street, Manchester, 2. 

Boughton, Jobn Brian, 3 Carlton Terrace, Edmonton, 
London, N18. 

Bown, Philip Arnold, 303 Chepstow Road, Newport, Mon. 

Bradshaw, Kenneth Morton, 5B.A.(COM.), ‘Glaslyn’, Rattle 
Road, Stone Cross, Westham, Pevensey, Susser. 

Bramwell, Kenneth, with John Stansfield, Westmore & Co, 
68 Albert Road, Colne, Lancs. 

Brett, David William, 1c Upton Road, Norwich. 

Brighouse, Nicholas Denison, with Lovewell Blake & Co, 
30 Suffolk Road, Lowestoft, Suffolk. 

Brimmer, Kenneth Edward, B.A.(ECON.), 1 Kingsmead 
Avenue, London, Ng. 

Broadhurst, James Reginald, B.A., with Shuttleworth & 
Haworth, 53 King Street, Manchester, 2. 

Brooks, Robert Anthony, with Viney, Price & Goodyear, 
Empire House, St Martin’s-le-Grand, London, EC1. 
Brown, Nigel Patrick Vivian, with Walter Meacock & Co, 

Carlton Chambers, 45 High Street, Newport, Mon. 
Brown, William Michael, ‘Streonshalh’, Bates Lane, Helsby, 
via Warrington. 
Buller, Robert St John, with Albert Goodman & Co, 3 
Hammet Street, Taunton. 
Burton, Ronald Cecil Harman, with Donovan Whitehouse 
. & Co, 30 Bedford Row, London, WCr. 
Butcher, Stanley Philip, with Humphreys, Bushell & Co, 
49 Sheepcote Road, Harrow, Middlesex. 
Butson, Reginald. Keith, ‘Artisowa’, Ower, near Romsey, 
Hampshire. 
Byrne, Desmond John, 2a Argyll Mansions, King's Road, 
London, SW3. 
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d Peter, 4 Fairacres Road, Bebington, Wirral 

heshi 

Campbell Neil Colin; 25 Summerville Gardens, Cheam, 

urrey 

Cardno, Peter Chilton, with +Armitage & Norton, Station ; 1 
Street Buildings, Station Street, Huddersfield. 

Carmichael, M colm James, M.A., LL.B., Cartmel Close, 
Stoughton Drive South, Leicester. 

Cass, Alan, with Cleaver, Somers & Co, 625—626 Grand 
Buildings, Trafalgar Square, London, WC2. 

Charlton, Robert Joseph, B.A.(COM.), 32 Wareing Street, 
Tyldesley, Manchester. 

Chatburn, John Norman, ‘Eastfield’, The Avenue, Healing, 
near Grimsby. 

Childs, Michael Leonard, ‘Maydene’, Park Street, Chatteris, 
Cambs. 

Chopra, Brij Bhushan, with F. Yarwood & Co, 54 Central ` 


Buildings, Horley, Surre urrey. 
Churms, enneth John, 21 Derby Avenue, Tettenhall, 
Staffs. 


Cinnamon, Allan, 314 Lea Bridge Road, Leyton, London, 
Ero. 

Clare, Robert Louis, 106 Beresford Avenue, Coventry. 

Clay, Michael John, St Hilary, near Cowbridge, Glam. 

‘Tolworth, 
Surbiton, Surrey. 

Cliff, Guy Hamilton, 110 Oskenahaw Lane, Walton, near 
Wakefield. 

Clifton, Michael, B.sc.(zcon.), 89 Gordon Road, Finchley, 
London, N3. 

Cobb, John Stewart, 3 Ember Lane, Esher, Surrey. 

Cohen, Josef Baruch, B.8C.(ECON), with West, Wake, Price 
& Co, 6 Broad Street Place, London, EC2. 

Conlong, George Francis, 6 Edgefield Avenue, Higher 
Blackley, Manchester, 9. 

Cook, Denys James Lovell, 85 Bulkington Lane. Nuneaton. ` 

Cook, John, 3 Shirley Gardens, Sunderland. 

Cook, Malcolm Arthur, 2 Holland Road, High Gum 
near Sheffield. 

Cooper, John Anthony, 44 Billing Road, Northampton. 

Copping, Ralph Greenwood, 16 Purley Hill, Purley, 


urrey. 
gc c John Richard, 57 East Sheen Avenue, London, 
Wr 
Cornwall, Douglas Charles, 43 Hollycroft Road, Hands- 
worth, Birmingham, 21. 
Cottam, Philip, with McPherson, Timmins & Ednie, 15 
Goldington Road, Bedford. 
Cotter, Terence Edward, 47 Indus Road, Charlton, London, 
SE7. 
Crampin, Gilbert Walter, with Aston, Parkinson & Gadd, 
Selby Towers, 29 Princes Drive, Colwyn Bay. --—^ 
Crofts-Bolster, Raymond Godfrey Robert, Wayside Cottage, 
Little Knowle, Budleigh Salterton, Devon. 
Croudson, Paul, c/o Croudson & Co, 1 Oxford Place, 
Leeds, 1. 
Cunningham, Andrew, with Reeves & Rothwell, 5 
Laurence Pountney Lane, Cannon Street, London, E 
Cureton, Harry Watts, 24 Knowle Avenue, Ainsdale, 
Southport. 


Dane, Michael William Spencer, 2 Amberley Gardens, 
Stoneleigh, Epsom, Surrey. 

Dawson, Brian Stanley, 77 Crofton Road, London, SEs. 

Day, John Frederick Felix, 42 Godwin Court, Oakley 
Square, London, NW1. 

Dell, Norman Ronald, with Spiro, Sargant & Co, Argyle ` 
House, 29 & 31 Euston Road, London, NWT. 

Dempster, Ian Tom, “The Links’, Baas Hill, Broxbourne, 
Herts. 

Denne, Philip Allan, 23 Warden Avenue, Rayners Lane, 
Harrow, Middlesex. 

de Garam, Rex Stanley, LL.B., with T'Turquand, Youngs & 
Co, 19 Coleman Street, London, EC2. 

de Saxe, David Antony, 55 Hamilton Court, Maida Vale, 
London, Wọ. 

Devine, Philip Patrick, with Arthur L. Sutcliffe & Co, 
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raum Court, Finsbury Pavement, Moorgate, London, 

2 

Diamond, Paul, 45 St Barnabas Road, Cambridge. 

Dixon, George’ Spraggon, Tynemouth House, 33 Preston 
Road, North Shields, Northumberland. 

Dixon, Hugh F rederick, 13 Link Road, Leicester. 

Dixon, James Neville, M.A., with +Peat, Marwick, Mitchell 
& Co, 2 Park Place, Leeda, 1. 


Dobbin, Graham Barnard, with EE & Norton, . 


Salisbury ae London Wall, London 
Dobson, Geo 5 Bedford Road, Letchworth, Herts. 
Downs, Jeremy sey. c/o Downs, Coulder & Co Ltd, 
A Currer Breet: Bradford. 
pn Derek Joseph, 102, Brigstock Road, Thornton Heath, 


goodies Graham Herbert, or Brookmans Avenue, Hatfield, 


Dolum Michael Fawcett, 111 Davyhulme Road, Davy- 
hulme, Manchester. 

Dunn, Brian Spencer, B.A., with tPrice Waterhouse & Co, 
3 Frederick’s Place, Old Jewry, London, ECz. 

Dyke, John Gordon, "with Cole, Dickin & & Hills, 18 Essex 
Street, Strand, London, WCa. 

David, 24 Fitzmary Avenue, Westbrook, Margate, 

ent. 

Edwards, Anthony, 27 Rusthall Avenue, London, W4. 

Edwards, Kenneth Howel, with Bryce Hanmer & Co, 1 & 3 
Stanley Street, Liverpool, I. 

Eldridge. Dennis William, with J. &. J. Sawyer & Co, 31 
Budge Row, Cannon Street, London, EC4. 

Eldridge, Derek Neil, 26 Eden Way, Eden Park, Beckenham, 


Ellis, Harold Michael Robson, with H. Julius Lunt & Co, 
20 Brazennose Street, Manchester, 3. 
Ellis, Robin Arthur, B.SC.(ECON. ), 7 Ruskin Court, Winch- 
-. more Hill Road, London, Nar. 
Emery, Michael Peter, Park Hill, Stone, Staffs. 
Enticott, Rav, 2 Railway Terrace, Axminster, Devon. 
Entwistle, Peter John, 77 Pembroke Road, Seven Kings, 
ord, Essex. 
F eia e 34 Glensdale Road, Leeds, 9. 
arr, enneth Anthony, Willowback E Farm, Woodvale, 
ik 
Ferguson, Norman James, Secretary, Hindley & Co Ltd, 
35 Crutched Friars, London, EC3. 
Field, James Walter, with Moore, Stephens & Co, 3o 
Cornhill, London, EC3. 
Firth, Arthur Gregory, 22 Lindsay Avenue, Levenshulme, 
Manchester, 19. 
Fishburn, Paul Engledew, “The Hundreds’, Cow Lane, 
~—Tring, Herts. 
Fletcher, J ohn Henry, 42 Coombe Lane, West Wimbledon, 
London, SWao. 
Foster, James Brian, 7o Sandringham Road, Leyton, 
London, Ero. 
Foster, John Alma, with Maurice G. Dadley & Co, Stone- 
leigh Chambers, 2 Queen's Road, Coventry. 
Foster, Kenneth, ‘with Langley, Stuttard & Co, 31 Carr 
Road, Nelson, Lancs. 
Foster, "Trevor j ames, 10 Spur p Pied E Rent, 
Fowler, Alan, 19 Kneller Road, Twickenham, Middlesex. 
French, John Walter Lovell, D.¥.c., 14 Birdsfoot Lane, 
Streatley, Luton, Beds. 
Frodsham, (Miss) Margaret Mary, with +Chalmers, Wade 
& Co, 5 Fenwick Street, Liverpool, 2. 
—Gaggs, Bryan Geoffrey, 37 Nottingham Place, London, W1. 
Marshall, The Drive, Mill Road, Deal, 


Garden, John PM 8 Goodyers Gardens, Hendon, 

ndon, 

Geer John Hallett, with Dixon, Wilson, Tubbs & Gillett, 

hall Street, London, ECa. 

Geller, Seymour, with M. Fenton & Co, 77 South Audley 
Street, London, Wi. 

Geoghegan, (Miss) Kathleen Mary, with EE Wade 
& Co, 5 Fenwick Street, Liverpool, ? 


bed Ramon Reuben, 13 Woodlands Close, London, 

1I. 

Goldberg, Stanley, with Fisher & Finlay, 43 Upper Berkeley 
Street, London, Wr. 

Golding, Michael George David, with Kemp, Chatteris & 

St Swithin's House, a7 Walbrook, London, EC4. 

Goldstraw, Cecil, with Eric C. Sage & Co, 16 Kinmel Street, 

Rhyl, Flintshire. 
, Richard oo ‘Southernleigh’, Blackberry 

Lane, Lingfield 

Gooseman, Ze Dee Get John, "Ihe Hills’, The Landway, 
Bearsted, Maidstone, Kent. 

Mos Ronald, 161 Ellesmere Road, Dollis Hill, London, 


10. 
Ce Michael Louis, 167 Elm Drive, Hove, 4, Sussex. 
Greenhalgh, Arthur Frederick, 72 Spooner Avenue, Lither- 

land, Liverpool, 21. 

Gregory, Robert Alfred Charles, with Baker, Tompkins & 
Co, Paxton House, 36-38, Dean Street, London, Wr. 
Greig, Ivor Hamilton, with Buckley, Hall, Devin & Co, 

National Provincial Chambers, Silver Street, Hull. 
Grey, Roger Stuart, with Cansdale & Co, 96-99 Salisbury 
House, London Wall, London, ECa. 
Griffiths, Peter, ‘Four Oaks’, Iverley, near Stourbridge. 
Griffiths, Robert Francis, with Saffery, Sons & Co, 200 
Gresham House, Old Broad Street, London, ECa. 
Gummer, Michael Philip George, 36 Westbourne Gardens, 
Trowbridge, Wiltshire. 
Gunson, Peter John, 14 St Edmunds Road, Marton, 
Blackpool. 


Hall, David Robert Leslie, ‘Bodega’, Moira Road, Ashby- 
de-la-Zouch, Leicestershire. 

Hallgate-Hills, Maurice Philip, with C. Herbert Smith & 
Russell, Eden Place Chambers, 71 Edmund Street, 
Birmingham, 3. 

Hammond, (Miss) Jean Maud, with Miller, Mills & Bantock, 
52-54, High Holborn, London, WC. 

Hanby, Leonard, 19 St Edmunds Road, Marton, Blackpool. 

ce EE J oseph Patrick, 341 Sutton Common Road, 


Bound A Antony Roderick Kenyon, with Cooper 
Brothers & Co, 14 George Street, Mansion House, 
London, EC4. 

Harrison, David Richard, with Moore & Smalley, 9 Chapel 
ub Preston. 

"Brian Lonsdale, 26 Harcourt Road, Accrington. 

Har ay, Christopher Henry, 14 Upgang Lane, Whitby, Yorks. 

Heatley, Russell Howard, with *Goodier, Smith & Co, 

92 New Cavendish Street, London, Wi. 
Helsby, ia Denis, with Nickson & Co, 4 Leopold Crave: 
00 
Herling, Karl, LL.M., 7 Brondesbury Villas, London, NW6. 
SCC Ernest, Morris Ing’, Skipton Road, Earby, via Colne, 


Higgins, Richard James, with ¢}Edward Myers, Clark & Co, 
o Arundel Street, Strand, London, WCa. 
Hiller. Robin John Cecil, ‘Gables’, Farm Lane, East 
Horsley, Leatherhead, S 
Hines, Arthur Ronald, with th C. E. Free & Co, 5 Raglan 
Street, Harrogate. 
Hodges, Donald J John, ‘Hilden’, Oaklands, Welwyn, Herts. 


Ho Brian Joseph, B.A., 36 High Street, Battle, Sussex. 


Holland, David Hugh Rokeby, with TDeloitte, Plender, 
Griffiths & Co, 5 London Wall Buildings, Finsbury 
Circus, London, ECa. 

Holmes, George Denis, 34 Ruabon Road, Didsbury Park. 
Manchester, 20. 

Homer, Arnold John, ‘Meadowend’, Corngreaves Road. 
Cradley Heath, Staffs. 

Howarth, Raymond, 20 Top Row, Armitage Bridge, 
Huddersfield. 

Hump s, Derek Edward, 99 Flax Road, Leicester. 

Hunton, Barry Robert Kirk, ‘Bronshill’, Serpentine South, 
Blundellsands, Liverpool, 23. 


Innes, David George, 9 Weardale Avenue, Kings Estate, 
Wallsend-on-Tyne, Northumberland. 
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ec Michael, with Croft, May & Co, 165 Strand, London, 
WC2. 


Jack, Robert, 72 Selborne Road, Southgate, London, N14. 

Jackson, Brian John, 45 Chadwell Heath Lane, Chadwell 
Heath, Essex. 

Jackson, George Francis, ‘Rafcote’, Pratts Lane, Mapple- 
borough Green, Studley, Warwickshire. 

Jackson, Peter Humphrey, with Barton, Mayhew & Co, 

- Alderman's House, Bishopsgate, London, EC2. 

James, William Barron, 47 Edward Road, Quinton, 
Birmingham, 32. 

Jarrett, Graham Edmund, with *Martin, Farlow & Co, 
Kingsley Hotel, Bloomsbury Way, London, WCr. 

Jarvis, John Eric, "Willow Mead’, Rotherfield, near Crow- 
borough, Sussex. 

Jeffery, Michael Charles, 283 Marston Road, Oxford. 

Jones, Brian Edward, 65 The Avenue, Muswell Hill, 
London, Nro. 

Jones, Dennis Charles, with *Gough, Wright & Co, 94 
High Street, Stourbridge, Worcs. 

Jones, Gerald, 8} Peabody Estate, Clapham Junction, 
London, SWrr. 

Jones, Ronald George Bevan, 17 Norwood Park Road, 
London, SE27. 


Kafton, Eric John, with A. Marks & Co, 69 Wimpole Street, 
London, Wi. 

Kaye, Ian Hamilton, 7 Oxford Road, Dewsbury, Yorkshire. 

Kelland, John Frederick, 7 Lower Evingar Road, Whit- 
church, Hants. 

Kippax, Roy Alton, 15 Mansergh Street, Burnley. 

Kirk, Eric Ronald, c/o Spillers Ltd, Cleveland Street, Hull. 

Re Michael John, B.A., 243 Derby Road, Long Eaton, 

ofts. 


Landau, Malcolm Charles, 155 Gladstone Park Gardens, 
London, NW23. 

Langley, Roger Christopher, 8 Albert Road, Pittville, 
Cheltenham. 

Langmaid, Peter Anthony, 26 Langhil Road, Mutley, 
Plymouth. 

Laycock, Richard Tempest, B.A., with +Price Waterhouse 
& Co, 3 Frederick’s Place, Old Jewry, London, ECa. 
Leach, Charles John, 5.A.(zcON.), 52 Cherryburn Gardens, 

Newcastle upon Tyne, 4. 
Ledger, Howard, 57 King Edward Avenue, Mansfield. 
Legg, D: David Charles, 3 Abbey Road, Westbury-on-T'rym, 
risto 


Dii Victor Kelvin, with Josolyne, Miles & Co, 28 
King Street, Cheapside, London, ECa. 

Lerner, Stanley Jack, 229 West Heath Road, London, NW3. 

Lettin, John Martin, 65 Norfolk Avenue, Palmer’s Green, 
London, N13. 

Lewin, Martin Geoffrey, 25 De Montfort Road, Streatham, 
London, SW16. 

Lewis, James William, 198 Marvel’s Lane, Grove Park, 
London, SE12. 

‘Lines, Peter James, 2 Glenalmond House, Manor Fields, 
Putney, London, SWi15. 

Longbottom, Keith Sykes, 176 Moor Lane, Netherton, 

George (Jun), 9 


Huddersfield. 
Lovewell-Blake, Elmhurst 
Gorleston-on-Sea, Great Yarmouth. 
Lowe, Gordon Bennett, B.A., with Deacon & Co, Lloyds 
Bank Chambers, Greyfriars Lane, Coventry, 
Ludkin, Kerry Valentine, with Sandeman Allen & Co, 
' 164 Bridge Street, Halesworth, Suffolk. 
Lunn, Colin Arthur, with tHogg, Bullimore & Co, 20 
Copthall Avenue, London, EC2. 
Lye, David Beresford, Mill House, Stanford, near Ashford, 
ent. 
McBroom, Archibald Ian, with *McBroom, Haywood & 
Co, 275 Eccleshall Road, Sheffield, 11. 
T e David Ralph, 45 Fitzjohn Avenue, Barnet, 
erts. 
McDermott, Dennis Joseph, 
Welling, Kent. 


Close, 
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Macdonald, Colin Alick, with A. Macdonald & Co, 21 
Parliament Street, Hull. 

Mackay, Stuart Campbell, 35 Wycome Road, Hall Green, 
Birmingham, 28. 

MacLachlan, James, with TPeat, Marwick, Mitchell & Co, 
11 Ironmonger Lane, London, EC2. 

Maguire, Derek, 15 Warbeck Road, New Moston, 
Manchester, 10. 

Mahne, Claus Peter, with R. L. Tayler, Hounsfield & Co, 
Coventry House, South Place, Moorgate, London, EC2. 

Mallett, orge Rupert, with Barton, Mayhew & Co, 
Alderman's House, Bishopsgate, London, EC2. 

Malley, William Leonard, with Wilson, de Zouche & 
Mackenzie, 468 India Buildings, Water Street, Liverpool, 


London, N14. 

Mansell, Keith Robert, 75 Stechford Road, Ward End, 
Birrungham, 34. 

Marks, Stanley, n.sc.(@con.), with Bright, Grahame, Murray 
& Co, 61 Portland Place, London, W1. 

Marten-Smith, Humphrey James, 16 Clyde Road, East 
Croydon, Surrey. 

Martin, Eric Arthur, with Cook, Sutton & Co, Orbit House; 
64 & 65 St Mary’s Butts, Reading. 

Martin, John, 6 Queenborough Lane, Braintree, Essex. 

Meade, Eric Cubitt, with ¢Deloitte, Plender, Griffiths & Co, 
5, London Wall Buildings, Finsbury Circus, London, 


ECa2. 

Mellor, David Wade, with Gibbons & Mitchell, 7-8 

Wa Nt Square, Hastings 

Mico, Edward, with Blane, Calie & Blane, 30 Birley 
Street, Blackpool. 

Miller, Ronald Albert, with Slater, Dominy & Swann, 
Sussex House, Hobson Street, Cambrid 

Mitchell, John Wallace, with Richard Eni t& Co, 52 OH. 
Steine, Brighton, 1. 

Mitchell; Joseph Gordon, 5o South Lane, Elland, Yorkshire. 

Mortlock, Alan Charles, 37 Eversleigh Gardens, Upminster, 

Spe, 

Moss, David George Wood, B.A., with Watson, Sowter & 
Co, 25 Iron Gate, Derby. 

Mossop, John Fleming, 5 Carlton Gardens, Stanwix, 
Carlisle. 

Mottershead, Geoffrey George, with TPeat, Marwick, 
Mitchell & Co, 71 King Street, Manchester, 2. 

Mukherji, Prasanta Kumar, B.sC.(ECON.), with Chas. W. 
irc Lane & Co, 2 Norfolk Street, Strand, London, 

2 

Murray, Bruce Gilbert, with Cooper Brothers & Co, 14 

George Street, Mansion House, London, EC4. = 


Nassim, Kenneth Brooke, with tT urquand, Youngs & Co, 
19 Coleman Street, London, ECz.- 

Neale, David Anthony, with Wenham Brothers & Co, 
Dickens House, 15 Took’s Court, Cursitor Street, 
London, E 

Nendick, Nicholas Arthur Challoner, 53 Ware Road, 
Hoddesdon, Herts. 

Nestor, John Martin Francis, with TChalmers, Wade & Co, 
5 Fenwick Street, Liverpool, 2. 

EE Peter, ' "Eillrenge' , Nunthorpe, Middles- 

rough. 

Nolan, William Barrie, 42 Redesdale Gardens, Adel, 
Leeds, 16, 

Norey, Ronald George, 57 Arnulf Street, Bellingham, 
London, SE6. keng 
Norman, George James, with Broads, 
31-45 Gresham Street, London, ECz. 


Osler, Nigel Barry, 55 St Winifreds Road, 'leddington, 
Middlesex. 
uo David John, 53 Woodfield Road, Gainsborough, 


Lin 

Ouen i Edward John, with Thornton, Davison & Co, 19 The 
Parade, Leamington Spa. 

Owers, David Rodney, 15 Broadfields Avenue, Winchmore 
Hill, London, N21. 


2: 
Mann, Sidney Arthur, 73 Brycedale Crescent, "eise 


Paterson & Co, 


—— — ) 
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een, Gordon Howard, 49 Oakwood Road, Henleaze, 


. Palmer, Kenneth George Sidney, with Clifford Witton & 
Co, Cross Keys House, 56 Moorgate, London, ECa. 
Palmier, Alexander Percival, with TPeat, Marwick, Mitchell 
& Co, 11 Ironmonger Lane, London, ECa. 

Parker, Charles Leonard, with Bryce Hanmer & Co, 1&3 
Stanley Street, Liverpool, I. 

Parsons, Anthony William, Holles House, Albrighton, near 
Wolverbampton. 

Patterson, Kenneth, with J. C. Graham & Spoor, Norham 
House, New Bridge Street, Newcastle upon Tyne, r. 

Payne, Laurence Gilbert, with A. G. Sayers, Seaton & 

utterworth, 62 Brook Street, London, Wi. 

Peak, Michael Frederick Ronald, 7. Ferndale Road, Collier 

. Row, Romford, Essex. 

George Michael, with *Armitage & Norton, Atlas 
Chambers, King Street, Leeds, 1. 

Peel, John Nicholas, South View House, Hobberley Lane, 
Shadwell, Leeds, 17 

Peters, Martin, 24 nen Road, Forest Gate, London, E7. 

Phelps, Peter William, Malthouse Farm, Welland, Upton- 
on-Severn, Worcestershire. 

Philips, Derek Ellis, with Monkhou toneham & Co, 
695 Perey D House, London Wall Y ondas ECa. 

Plant, SEN B.8C.(ECON.), IB St Johns Parade, 
Sidcup, 

Platten, Richard George, c/o Plattens’ Ltd, Broad Row, 
Great Yarmouth. 

Preece, Jeffrey James, 319 Mays Lane, Barnet, Herts. 

Primost Colin Jonathan, 98 West Heath Road, London, 


Pritchard, John Anthony, with Dixon, Hopkinson & Co, 

a 2319 High Street, West Bromwich. 

Ramsey, Simon, with Cooper Brothers & Co, 14 George 
Street, Mansion House, London, EC4. 

Randall, Harold John, with Jackson, Pixley & Co, Kent 
House, Telegraph Street, London, EC2. 

Randall, Ross Woolfrey, with Harmood Banner, Lewis & 
Mounsey, Dashwood House, 69 Old Broad Street, 
London, ECa. 

Rankin, Alastair Semple, p.sc., with Allan, Charlesworth 
& Co, 17 St Helen’s Place, London, EC3. 

Read, Michael Robert, 19 Park Avenue, Park Road, 
Timperley, Cheshire. 

e, Alan, 2 Firs Avenue, Bebington, Wirral, Cheshire. 

Reeve Paul Brian, B.A., with Winter, Robinson, Sisson & 
Benson, 16 Market Street, Newcastle upon Tyne, I. 

Reid, Malcolm, 4 Bank Terrace, Simonstone, near Burnley. 

A ccu ages Charles, 76 York Road, Cheam, Surrey. 
Ric n, Brian Laurence, 104 Cropthorne Road, Shirley, 
Solihull, Warwickshire. 

Richardson, Grahame, Treeton Lodge, Treeton Road, 
Howden, near Goole, Yorkshire. 

Roberts, Alan, with tAllan, Charlesworth & Co, 17 St 
Helen’s Place, Bishopsgate, London, ECa. 

Roberts, John Render, 247 Brodie Avenue, Liverpool, 19. 

Robertson, Eric Graeme, 53 Wilson Street, Anlaby, 

Rogers, Bryan Keith Humphrey, 117 Mayfield. "Road, 
Thornton Heath, Surrey. 

Rosenthal, Stanley, 123 Audley Road, London, NW. 

Rosser, John, with Parsons, Jolliffe, Davies & Co, County 
Buildin Ebbw Vale, Mon. 

Rothera, Davi id Oughton, with Joseph Miller & Co, 28 

_-_ Mosley Street, Newcastle upon Tyne, I. 
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Rowland, Roger Sargeant, 386 Baddow Road, Chelmsford, 


es Christopher Charles, 8 Compton Court, Wolver- 
ton. 
Ruddy. Roderick Vyvyen, Tudor Cottage, South Stoke, 


near , Oxfo : ; 
Rudge, Peter | ohn Harrington, Little Lodge, 37 Burlington 
Road, London, W4- 
Rule, John Eric, 83 Lime Grove, Guildford, Surrey. 
Sargent, Peter Bertram James, n.sc.(EcON.), 28 Mapleton 
Crescent, Enfield, Middlesex. 


‘Saxby, John Christopher Leslie, with West, Wake, Price 


& Co, 6 Broad Street Place, London, ECa. 

Schomberg, Raymond, M.A., with Whi 
Co, 46 Brook Street, London, Wi. 

Shanson, Alan, poe Maurice Thei & Co, Gloucester House, 

Cross Road, London, WC. 

Shaw, Harold Malcolm, ‘Ferndale’, Mold Road, Ewloe 
Green, Hawarden, near Chester. 

Shields, Michael William Alan, with Sheen & Co, Moorgate 
Hall, Moorgate, London, EC2. 

Sholl, Maurice Selwyn, with Bradfield, Chapman & Co, 
8 Oxford Street, Nottingham. 

Silverman, Irving, with S. Brief & Co, Gwydir Chambers, 
104. High Holborn, London, WC1. 

Silvester, Hugh Reginald, with D Eds , Agar & Co, Pinners' 
Hall, Austin Friars, London 

Slater; "Timothy David Wishart, 427 Topsham Road, Exeter. 

Smith, Albert Malcolm, 3x Woodland Crescent, Merry Hill, 
Wolverhampton. 

Smith, rin Drake, 74 Oakham Road, Harborne, 
Birming 

Smith, (Mrs E Dorothy, with +George A. Touche & 
Co, Suffolk House, Laurence Pountney Hill, London, 


EC4. 
ER Keith Ashton, 6 Clandon Road, Allerton, Liverpool, 


18. 

Smith, Thomas Alfred Guy, St Margaret’s, Church Hill, 
Wilmington, Dartford. 

Sneath, Christopher George, with Merrett, Son & Street, 
Throgmorton House, 15 Copthall Avenue, London, EC2. 

Soane, Paul Emile, with Knox, Cropper & Co, Spencer 
House, South Place, London, EC2. 

Solomon, Michael Brodie, 33 Hesketh Road, Sout EH 

Spencer, John Raymond, 55 Firshill Avenue, Sheffield, 4. 

Spira, Peter John Ralph, B.A., with Cooper Brothers & Co, 
14. George Street, Mansion House, London, EC4 

EE SE John, 34 Abbotsbury Gardens, Eastcote, 

inner, 

Squires, Richard Anthony, 202 Hillmorton Road, Rugby. 

Starte, Michael Anthony William, a3 Sedley Taylor Road, 
Cambridge. 

Stevens, David Ernest, 9 Stoke Road, Weymouth. 

Stirling, Malcolm Douglas, with Foster & Stephens, 77 
Harborne Road, Edgbaston, Birmingham, 15. 

Stone, Geoffrey Alan, 62 Farmer Road, Leyton, London, 


Exo. 
Sioni Harold Ivor, 17 Sonia Gardens, Neasden, London, 
IO. 
Straus, Aaron, 30 Eastside Road, Golders Green, London, 
NWi1 
ai cag red Donald Percy, 72 Loraine Crescent, Darlington, 
o 


Swan, Pees “Thomas, ‘Inversnaid’, 
Totteridge, London, Nao. 


, Turner & 


Elmstead Close, 





Telephone: Victoria 2002 (3 lines) 
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Sweetman Ronald Andrew, 4 Holden Road, Southborough, 
Tunbridge Wells, Kent. 

Sykes, James Michael, M.A., 1 Derbe Road, St Annes, 
Lytham St Annes, Lancs. 


Taylor, Colin Charles Kenneth, 15a Worple Road, Wimble- 
don, London, SW2o. 

Taylor, Reginald Valentine, B.A., 24A Portland Place, 
London, W1. 

Teague, Reginald Richard, with Nevill, Hovey, Smith & 
Co, 44 Thorn Park, Mannamead, Plymouth. 

Thillairajah, Sabapathy, B.COM., with Ridley, Heslop & 
Sainer, 10 New Court, Lincoln’s Inn, London, WC, 

Thomas, Philip Hunton, "with Fieldings, 28 Victoria Street, 
Paignton, Devon. 

Thompson, Edward Brian, 5.A.(CoM.), ‘Langdale’, Wood- 
head Road, Hale, Altrincham, Cheshire. 

Thompson, Keith, 107 Burlington Street, Ashton-under- 
Lyne, Lan cashire. 

Thomson, Ronald Ashley Drake, with Graham, Proom & 
Smith, 2 Saville Place, Newcastle upon Tyne, 1 

Timmis, Norman Hill, 380 Hungerford Road, Crewe. 

Toogood, John Robert, Marple House, Blossomfield Road, 
Solihull, Warwickshire. 

Trathen, Anthony Christopher, 49 Monastery Gardens, 
Enfield, Middlesex. 

Treble, Alan John, with *Roberts, Legge, Hubbard & Co, 
3 Rumford Place, Liverpool, 3. 

Tropp, Alan, 25 Craven Walk, London, N16. 


Vandersteen, Martin Hugh, 80 Paxford Road, North 
Wembley, Middlesex. 

Vann, Herbert Owen, B.A., 108 Mountsorrel Lane, Rothley, 
Leicestershire. 

Varma, Jagdish Chander, with Hamilton, Shor & Co, 
Craven House, 121 Kingsway, London, WCr. 

MC. John Robert, 758 Dartmouth Road, London, 


2. 
Vizard, Kenneth, 61 Mortimer Way, Leicester. 


Wain, Denis Walter, 91 Barton Road, Congerstone, 
Nuneaton. 

Walker, Roderick Hughes, ‘White Gates’, Birkenhead Road, 
Hoylake, Cheshire. 

Wallace, William Day, B.A., ‘Braehead’, Boundary Road, 
West Bridgford, Nottingham. 

Waller, Richard Rowland, with W. Rowland Waller & Co, 
148 Temple Chambers, Temple Avenue, London, EC4. 

Ward, John, 21 Moyott Avenue, Newcastle, Staffs. 

Watson, Charles Geoffrey, with TPeat, Marwick, Mitchell 
& Co, 2 Park Place, Leeds, 1. 

Watt, Ian Glendinning, The Barn, Milton Street, near 
Polegate, Sussex. 

Webber, Fred Ernest, with Carpenter, Box & Co, Liverpool 
Chambers, 8 Liverpool Gardens, Worthing. 

Webber, Terence Frank Lees, 14 Wentworth Park, Finchley, 
London, N3. 

Wenzerul, Martyn, 12 Chatsworth Road, Clapton, London, 


Es. 

West, Donald, 11 Hamilton Road, Chorley, Lancs. 

West, Peter J eremy, Taiping House, Whitewell Road, 
Frome, Somerset. 

Wilcox, Alan Frank, 7 Bolingbroke Road, Norwich. 

Wilcox, Michael John, with *Pannell, Crewdson & Hardy, 
9 Basinghall Street, London, EC2. 

Williams, Alan Hugh, 36 Gower Road, Sketty, Swansea. 

Williams, David Tudor, 10 Cardiff Road, Boston Manor, 
London, W7. 
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Williams, Donald John, with Sydenham, Snowden, Nichol- 
son & Co, 27 Martin Lane, Cannon Street, London, EC4. 

Williams, John Harry, with Garvin, Cantor & Co, Ling 
rod 10-13 Dominion Street, South Place, London, 

Williams, John Hugh, B.COM., 19 Broadway, Walsall, 
Staffordshire. 

Williams, Peter, 102 Chippingfield, Harlow, Essex. 

Williamson, James, Lismore Cottage, Lismore Place, 
Carlisle. 

Williamson, John James, with A. B. Snow, Wood & Co, 
10 Pall Mall, Hanley, Staffs. 

Kee Brian Warwick, 68 Wickham Avenue, Cheam, 

urrey 
ii "David, 19 Park Avenue, Great Crosby, Liverpool, 


Wilson, John Howitt, 23 Hazelbank, King's Norton, 
Birmingham, 30. 

Woodeson, Donald Richard Albert, 7 Rodenhurst Road, 
Clapharn Park, London, SW. 

Wright, Donald Alec, The Middle Lodge, Tylney Hall, 
Rotherwick, Basi oke, Hants. 

Wyatt, Roderick, with Dearden, Gilliat & Co, Croxley 
House, 14 Lloyd Street, Manchester, 2 


Yates, John Gipson, 103 Kings Road, Melton Mowbray, 
Leicestershire. 
Ss Gordon John, 66 King's Close, Hendon, London, 


4. 
(Not in England or Wales) 
Gordon, Bernard John, p.s.c., with *Price Waterhouse & 
Co Koninginnegracht 86, The Hague, Holland. 
Harel, Joseph Maurice Antoine, Curepipe, Mauritius. 
Rajaretnam, Jesuthasan Mylvaganam, ‘Raja Vasam’, Alvai, 
ylon. 


Former Members re-admitted to Membership - 


Boom EE Gower House, Kedington, near Haverhill, 
olk. 
ey uie Edwin Herbert, 'Amblecote', Fairmile, Cobham, 


urrey. 
Hornabrook, Wing Commander Leslie, 97 Barlows Lane, 


Andover, 
Associates elected Fellows 


The following Associates elected to Fellowship at the 
Council meeting held on 6th February, 1957, have 
E e their Fellowship: 


pec i SE SE A.C.A.; (Bishop & Scott), 


Ee Aim Sarees, Hari Oliver 1 19 951, A.C.A.; (*E. W. Walker 
& Son) and (*Robert Árcher & Co), 64A Bridge Street;- 
Manchester, 3, and at Hyde. 

Scott, Leslie; 1929, A.C.A.; (Bishop & Scott), 2 Trinity 
Street, Hastings. 


T against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is 
composed wholly of chartered accountants who are members 
of one or the other of the three Institutes of chartered 
accountants in Great Britain and Ireland. 

* against the name of a firm indicates that the firm is not 
wholly composed of members of one or the other of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. 

Firms not marked T or * are composed wholly of members 
of the Institute. 
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INTEGRATION 'APPROVED 
-AHE approval of the scheme to integrate The Society of 
Incorporated Accountants with The Institute of Chartered 
Accountants in England and Wales, given at the meeting 
of members of the Institute at the Royal Festival Hall, London, 
on February 19th, was confirmed by the result of the postal ballot, 
announced on Wednesday. Of the 14,619 votes. cast, 10,242 (79 


per cent) were in favour of the scheme, 4,340 were against it, and 
there were 37 spoilt papers. About 4,500 did not vote. .. 


That the issue would be closely contested was evident from the 
controversy the scheme caused almost since the moment of its 
announcement. In the welter of arguments put forward by 
members of the Institute during the past tbree months, two 
elements eventually: resolved themselves. One was composed of 
those who, assuming an impersonal attitude, favoured the pro- 
posals because they appeared to be a step towards the desirable 


end ofunifying the profession without compromising its existing 


standards. Not all of these members.agreed completely with the 
views expressed in the. Council's explanatory memorandum but 
they were prepared to vote for integration because the probable 
advantages seemed to outweigh the practical difficulties. The 
motives of the other element were more mixed. There was one 


group which genuinely felt that standards would be lowered, by 


integration and, for that reason alone, the scheme was un- 


acceptable to it. Another group unashamedly wished to maintain 


the status quo for reasons of sentiment or self-interest. 
Be all that as it may, the vote has been recorded and we feel 
sure that members of the Institute, whatever their private con- 


 victions, will graciously accept the decision of the ‘statutory 


majority and do their utmost to support the scheme if it comes 
to fruition. Apart from the Institute's confirmatory meeting to be 
held on April 17th, the focus of attention must now inevitably be 
directed to the members of the Society who have, perhaps, an even 
more difficult choice to make. 'The decision to integrate with the 
Institute would mean the extinction of the Society with its dis- 
tinctive character and traditions which have taken seventy years 
to achieve. It would also involve a cleavage in the ranks of its 
members because of the insistence of the Institute in reserving 
the designation of ‘Chartered Accountant’ for those with a 
measure of experience in the offices of practising accountants. 
Whether the global advantages, considerable as they are, will 
overcome these local loyalties, remains to be seen. One thing, 
however, is certain and that is that the decision of the Society's 
members, like that of the members of the Institute, will not 
be made without deep and serious thought. 


ROYAL COMMISSION. 
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RECOMMENDATIONS 


THE INSTITUTE ON PRIORITIES 


HE request which the Board of Inland 

Revenue made last May to representatives 

of 'The Institute of Chartered Accountants 
in England and Wales to suggest an order of 
priority for the implementation of the recom- 
mendations of the Royal Commission on the 
Taxation of Profits and Income, has resulted in 
a document which is of great help and interest to 
everyone concerned with income tax and profits 
tax reforms. The document takes the form of a 
memorandum to the CHANCELLOR OF THE 
EXCHEQUER which we reproduce in full elsewhere 
in this issue. 

Last in the list of first major priorities (because 
they happen to appear latest in the Commission’s 
report) are three recommendations which have 
been much canvassed of late: 

(a) child allowances varying with the incomes of the 
child and the parent; 
(b) higher maximum earnings qualifying for earned 


income relief; and 


(c). a higher starting-point for surtax, varying with 
family circumstances. 


These changes command a great deal of support 
and it will be disappointing indeed if recognition 
is withheld in the next Budget, to the dispropor- 
tionate burden of direct taxation borne by family 
men in the lower surtax brackets. 

It is also gratifying to find the Institute lending 
the great weight of its authority to the move to 
abolish differential rates of profits tax and to 
replace them by a flat rate, with the corollary of 
a general cancellation of all potential liability to 
distribution charges in the future. Those com- 
panies which over the past ten years have received 
a large amount of non-distribution relief, have 
earned that reward and they should be allowed 
to keep it now. With a low flat rate of tax there 
is little point in an elaborate system of exemption 
and abatement which has always been a little 
unreal. We agree with the Institute that the 
abolition of these additional complications would 
be an improvement. 

The niggardliness of the rules for the allow- 
ance of Schedule E expenses has become a 
byword and it is indeed strange that the powerful 
arguments advanced both by Commission wit- 
nesses and the Commission itself in favour of 


some relaxation have gone unanswered for so 
long. The topic appears almost at the beginning 
of the memorandum. The CHANCELLOR would 
do well to give it equal priority in his Budget. — 

The first item in the memorandum is the 
recommendation that. the unfortunate dictum of 
Lorp Davey in Strong & Co of Romsey Ltd v. 
Woodifield (s T.C. 215), to the effect that. 
expenses must be made for the purpose of earn- 
ing profit, should at last be laid to rest. Later in 
the memorandum there is a timely reminder that 
the first Millard Tucker Committee also had 
some recommendations on enlarging the scope 
of permissible deductions for Schedule D. It is 
now practically six years since that committee 
recommended the deduction of expenses in con- 
nection with the acquisition of leases of business 
premises. The Council of the Institute considers 
that an allowance should be given over the period 
of a lease for initial repairs which have been > 
treated as capital expenditure, and it dësen 
attention to the decision in Jackson v. Laskers 
Home Furnishers Lid (17 T.R. 391) which high- 
lights the absurdity of the present rule and was 
the subject of a leading article in our issue of 
January rath, 1957. The slavish adherence to 
precedents adverse to the taxpayer but estab- 
lished on quite different facts, tends to make 
income tax law ridiculous. 

Greater freedom in the matter of stock valua- 
tion is urged, instead of the rigorous application— 
of the “cost or market’ value to which recent 
judicial decisions have given so much weight. 
The case for a depletion allowance on newly- 
acquired mineral rights in the United Kingdom 
is a compelling one now that the allowance has 
been conceded for overseas rights; while there is 
much to be said for a depreciation allowance on 
commercial buildings. . 
. Another anomaly which has been emphasized | 
in the Courts recently is the position of landlordse 
of flats which have been let at a high premium. 
The Royal Commission recommended that steps 
be taken to clarify the law, but since the decision 
in Gatehouse v. Vise, something more than mere 
clarification is indicated.  . 

The compulsory keeping of books by businesses 
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is a revolutionary step in this country and though 


it will be unpopular with many, nevertheless the `: 
honest trader can only be assisted in his resistance . 


to excessive assessments if he keeps proper books. 
At the same time the opportunity should be 
taken to tidy up the existing confused legislation 
on the subject of penalties. 


ACCOUNTANT 


341 


In the matter of time limits, the Institute 


rightly points out the anomalous situation under 


which the six-year time limit is rigidly enforced 
against a taxpayer who claims repayment, while 
the-Inland Revenue have no hesitation in inviting 
taxpayers who have underpaid to waive time 
limits operating in their favour. 


: OFFICIAL HOSPITAL COSTING SYSTEM 


Y A 7 ITH the introduction into the Hospital 
Service next Monday of the depart- 
mental system of cost accounting 
ee by the Working Party on Hospital 
Costing, the Ministry of Health takes a big step 
forward towards securing the more effective use 
of public funds in the hospital service and in 
providing hospital authorities with an instrument 
of control which must inevitably result in im- 
provement in hospital management, and in 
bringing 26 more into line with that found by 
experience to be most effective in the business 


orld. 

ntil the coming into operation of the National 
Service Áct, 1946, in July 1948, hospital 

(ture was analysed under a number of 

— .. „3 descriptive merely of the items on which 
money had been spent, e.g. provisions, salaries 
and wages, drugs and dressings, etc. The analysis 
did not show the purpose for which the money 
was spent. As a result, it was not possible for the 
management to be provided with statements of 
diture and costs related to services rendered 






to control expenditure. 
moded system remained under the 
nd, indeed, is to be continued, but 





t was therefore considerably handicapped i in 


effectiveness to be achieved, however, it is 
essential that statements of costs and work per- 
formed are submitted promptly, and that manage- 
ment acts immediately and energetically when- 
ever any untoward trend becomes apparent. Of 
course, the system itself (and the costs it produces) 
will not effect the control; it is merely the instru- 
ment by which, and through which, management 
may achieve its purpose. This point cannot be: 
emphasized too strongly. 

Costing has proved. its worth in the business 

world and although it is a truism that hospitals 
are not business concerns as this term is popularly 
understood, they are business concerns to the 
extent that they have to buy and consume goods 
and use man-power. There is, therefore, no good 
reason why the modern, enlightened methods of 
expenditure control should not prove as effective 
in hospital management as in industry. 
. We have consistently advocated departmental 
cost accounting for hospitals since the Act of 1946 
came into operation, because we believe that it 1s 
essentially in the public interest and in the 
interests of the hospitals themselves. Hospitals 
are now spending public money and the cost. of 
maintenance increases yearly. The public is 
entitled to know whether or not the money is 
being spent wisely; and that it is getting value for 
the money it provides. Hospital authorities should 
welcome a system which will provide them with 
the necessary information for this purpose. 

'The new system is not in any sense on trial; it 
has been tried out experimentally, more or less 

in the form in which it is now to be generally 
EEN in a number of hospitals, and some 
of the more progressive hospital authorities have 
already expanded it to include departments and 
services which are excluded, for the time being, 
from the official system. 


E EE 
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. GAINING EXPERIENCE IN INDUSTRY ` 
E REFLECTIONS OF AN ARTICLED CLERK | 


a 


YE-LAW - n" à af The - asitte of 


Chartered -Accountants in. England and 
Wales lays down - among other things- ' 


that 


"an articled clerk may: with the consent of his- 


principal, spend periods not amounting to more 
six months in all, in such industrial, com- 
mercial or other suitable organization as the 

Council may approve, and subject to such con- 
' ditions and control as the Council ES SES Or 
- exercise’: :. 

-I have SE completed a term of four 
SE under this scheme and I found the time 
spent. in industry most interesting and very 
beneficial as far as practical training was con- 
cerned. I cannot fully understand why so few 
articled clerks.take advantage of this scheme to 
acquire industrial and commercial experience. - 

Applications are approved at the monthly 
meetings of the Council of the Institute. and, 
judging from thé reports of these meetings 
printed in The Accountant, an average of between 
two and three are submitted each month. Of 
these, the odd’ one in' twenty. is refused. Now 
considering. that the total number of articled 
clerks must be in the region of between 7,000 
and 8,000, this means that, each year, con- 
siderably less thàn 1 per cent of them are getting 
any experience in industry before they qualify. 
Bor this I think there are two reasons. 


li ee of Principals and Companies ` 
Some principals seem to be very chary about 
giving their. articled clerks permission to gain 
industrial expérience, yet in the articles of 
clerkship the principal covenants to 


i ‘afford the articled clerk. such opportunities and 


"experience as are necessary for the purpose of 
enabling the aiticled clerk to acquire the art and 


; PM of a chartered accountant in practice 
as a pub c accountant’, 
Now in these. days: of . mechanization and 
modern - accounting: methods,. including the 
advance. in the technique of | ‘management 
accounting, I would, have thought that no 
accountant’ could. afford | to go into _ practice 
without having. ‘some "practical experience of 
these methods. When better to get this experience 
than’ during service under articles? Those clerks’ 
who are lucky enough to be articléd in the bigger 


- by J. -LOCKHART 


firms -of accountants GER get some insight 
into such matters in the.course of their everyday 
auditing experience, but I am thinking more of 
those articled in the medium and smaller sized 
frms whose audits do not always include com- 
panies. of the size that use modern accounting 
systems. Such clerks would, 1 feel sure, benefit. 
considerably from a stay . with an industrial or. 
commercial organization which does use such a 
system. 

But even supposing that the articled clerk and 
his principal are both agreed upon the advantages 
of spending a period in industry, there remains 
the problem of finding a company that will be 
prepared to. take the articled clerk. For my part, 
l was exceptionally fortunate in being accepted 
by Colgate-Palmolive Ltd. The Controller — 
himself a chartered accountant — explained to me 
in a preliminary interview that there were no 
strings attached to the offer, and that the main. 
reason for receiving articled clerks (I was, 
incidentally, the first one to go there) was 
genuine desire to help them to fill a recogni 
gap in their training. | j 


EN 





i Where to Begin and When. 
I got.in. touch with Colgate-Palmolive Ltd 
through the Chartered ‘Accountant Students’ 
Society of London. Unfortunately, the com- 


panies that do contact articled clerks through that 


body are few and far between, and I feel sure 
that the Society would be only too pleased to hear 
from many more companies who would ^ 
willing to assist in this way. 

As I, have previously mentioned, I o 
four months with Colgates instead of 
six. The reason for this was that 








passed my Intermediate 
ally, no. articled clerk. 
from the Institute t 
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of the full six months. By that time; the articled 
clerk should have the Intermediate well behind 
him and should be better prepared to understand 
and appreciate the new methods and 1deas which 
are shown to him. 

I should perhaps point out that ninni 
arrangements, including obtaining the Institute's 
permission, might take up to six or eight weeks 
so that it would be advisable to draw up one's 
programme accordingly. 


Factory Accounting 


The four months I spent with Colgates were most 
interesting and instructive, and proved a refresh- 
ing change from professional life. In preliminary 
talks I had with the Controller and the Personnel 
Manager, it was decided that it would be more 
beneficial to, me if I spent the time seeing as 
much of the organization as possible, rather than 
spending all of it in the accounting department. 
On my arrival I was given a detailed programme 
which bad been drawn up with this aim in view. 
I was, hówever, at liberty to change the details of 
eif I wanted to. ` 
week I spent on an ‘induction’ course 
y' s head offices in London. This 
get a good idea of the organi- 
ompany, and at the same time gave 
nity of meeting the heads of the 
artments, and some of their staff. I 
t up to Manchester for a five weeks' 
the company’s factory there. I spent half 
e time in the factory accounting department 
and, although this was not long enough to enable 
me to get a detailed grasp of the factory account- 
ing system, it was sufficient for me to get a good 
.idea of the general principles used, and to see 
some of the snags that factory accountants 
encounter in practice. Text-books seem to make 
costing and the like sound all too easy. 


For the remainder of the time I went round the 
factory seeing how the different departments 
linked up with the accounting department; going 
round the production lines to see (a) how the raw 
materials were requisitioned, (5) how the finished 
goods were checked out to the warehouse, and 
(c) how direct wages ànd bonuses were computed; 

—visiting the raw materials receiving department 
and the finished goods warehouse. 

Proper control of materials and stocks is of 
paramount importance in a business of this 
kind, and I spent some time seeing the ‘ins and 
outs’ of a materials control system, and visiting 
the production-planning and buying depart- 
ments to see how they linked up with the selling 
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programme ET had been laid down by the 
management in London. I spent further time in 
the payroll department; with the industrial 
engineers; and even in the laboratories. And 
at the end of the five weeks I felt that I had 
learned far more of the internal organization of a 
modern factory than I ever would from reading 
text-books. 


Budgetary Control 


I spent the remainder of the four months in the 
company's offices in London. I helped with the 
preparation of a budget for the following half- 
year, and subsequently spent a certain amount 
of time helping with the preparation of monthly 
reports on the controllable and fixed expenses 
of the various cost centres into which the 
organization is split up. In these reports the 
budgeted expenditure was compared with the 
actual expenditure for the month. The work 
with which I helped gave me a good idea of the 
important part that budgetary control plays in 
these days of rising costs, and of the considerable 
use that it is to the management. 

Further time was spent in the sales ledger 
department which deals with over 100,000 
customers' accounts on its machines. All entries 
are made on the slip-posting system, and I was 
very interested in the rigorous system of checks 
and control accounts that are in operation to 
prevent any mistakes being made. Considering 
that between three and four thousand invoices 
and receipts are posted each day, I thought that 
it was a very commendable achievement to 
balance off to within a £, at the erd of each 
month. In connection with the ledgers I also 
saw an efficient system of credit control in 
operation, and realized just how important a 
part of a large organization this 1s. 


Punched -card System 


I also visited the punched-card department and 
saw how the sales invoices were prepared direct 
from the orders by means of a pre-punched card 
file; how daily totals of sales were made after the 
goods were dispatched from the warehouses 
(this operation often raised difficulties and 


.sometimes took quite a long time); how daily 


reports on orders received and on stock avail- 
ability were prepared for the use of management; 
and how the monthly profit and loss account and 
balance sheet were run off. 

In order to derive maximum benefit from their 


accounting system — and also for the benefit’ of 


their parent company in America — Colgates 
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prepare monthly accounts by the 1oth of the 
following month. Naturally, considerable time 
is saved by doing this on a punched-card system, 
and I was most interested — and, to start with, a 
trifle confused — in the elaborate coding system 
that is used in order to get a detailed break-down 
of the accounts on the machined tabulations. 

= During the remainder of the time, which I 
spent entirely in the accounting department, I 
was present at three of the monthly 'close-outs' 
and benefited considerably from what I saw and 
did. A lot of the time I spent in doing any odd 
jobs that came up-all interesting and good 
experience — and I like to think that I was not 
entirely useless. 

^ At intervals I had talks with either the Con- 
troller, the Chief Financial Accountant or the 
Office Methods Adviser, and thus had an 
opportunity of discussing what I had seen and 
mm with. These talks were of considerable 


AC, DUNTANT 





March 30th, 1957 


benefit to me, and helped me to understand more | 
fully the methods and policies of the company. 


Conclusions 

In answer to the question ~ ‘Was it all worth it?’ 
~I can only say ‘Yes, time and time again’. Not 
only did my period in industry give me an 
excellent practical knowledge of a variety of 
different problems which one is continually 
coming up against in text-books, but it gave mea 
yardstick with which to compare future organi- 
zations, and whether I stay in the profession or 
go into industry I am sure that this will always_, 
prove of great use to me. 

Finally, I would like to repeat’ my earlier 
pleas: for principals to be more lenient towards 
applications from articled clerks to be allowed to 
spend some time in industry, and for more firms 
to follow the lead of Colgate-Palmolive Ltd in 
enabling articled clerks to have such opportunities. 


CHAIRMAN'S DECLARATION OF THE ; 


RESULT OF A VOTE 


by P. ELMAN, M.A. 


there were in all eleven members person- 
ally present, while the chairman held 
proxy cards for six absent members. When the 
'resolution to reappoint the director retiring at 
‘that meeting was put, seven of the members 
‘present voted by show. of hands against and 
-five voted for the reappointment. No poll was 
‘demanded or taken. The chairman, nevertheless, 
‘declared the retiring director reappointed, having 
-in error, as emerged later, counted in the six 
proxy votes he held, thus making eleven votes for 
and seven votes against. The meeting was some- 
what noisy and the error was not immediately 
. noticed but in the private conversations following 
.the meeting it became apparent to all that a 
‘mistake had been made. The question therefore 
arose whether the retiring director was validly 
reappointed and whether he could. continue to 
‘act as a director. ` 
Section 141 (3) of the Companies Act, 1948, 
. provides that at any meeting at which an extra- 
-ordinary or special resolution is submitted, the 
:chairman's declaration that the resolution is 
carried shall, unless a poll is demanded, be con- 
clusive evidence of the fact without proof of the 
number or proportion of the votes recorded for 
„or against the resolution. 


y. T the annual general meeting of X. Co Ltd 


regard to the phrase ‘shall . 







This rule is extended to ordina 
Article 58 of Table A, except that i 
the chairman's declaration there must 
entry in the minute books.of the comp 


. ‘Deemed’ Conclusive 
The effect of the rule has been judicially éon- 
sidered on a number of occasions especially with 
. . be conclusive 
evidence’, In. the Companies Act, 1862,. the ` 
phrase was ‘shall be deemed conclusive’, and in ` 
Young v. South African etc. Syndicate ([1896] 
2 Ch. 268), Kekewich, J., held that these words 


.did" not exclude the Court from hearing evidence 


of contrary facts 'for otherwise it would leave 


open the door to gross mistake if not to fraud’. 


Had the phrase been 'sufficient evidence" there 


ijs no question that the chairman's declaration 


would not be conclusive and rebutting evidence 


-would be heard (Re Horbury Bridge Coal, Iron and 
. Wagon Co ((1879), x1 Ch. D. 


109)). 
Young's case was not followed in Re Hadleigh | 


Castle Gold Mines Lid ([1900] 2 Ch. 419), where 
it was held that no special significance was to be 
attributed to ‘deemed’ and that ‘deemed con- 
clusive' meant in fact conclusive in the ordinary 
sense of the word. It must be observed that in. the 
latter case, the meeting, out of which the question 
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PERSONAL 


Messrs Cooper BnorHERS & Co, Chartered Ac- 
countants, of 14 George Street, Mansion House, 
London, EC4, announce with regret the death on 
|: March 24th, 1957, after a short illness, of Mr BERNARD 
Mansn, F.C.4. Mr Marsu had been the resident partner 
in Liverpool Since 1947. 

Messrs Hupson SMITH, Briccs & Co, Chartered 
Accountants of Exchange Chambers, Bristol, I, and 
at London, announce that owing to the increase 
during the past few years in his other business interests, 
Mr CHRISTOPHER H. YOUNG, F.c.A., will retire from 
the firm on March 31st, 1957. They also announce 
that as from April rst, 1957, Mr Joun D. W. MARLE, 
A.C.A., will be admitted as a Bristol partner and Mr 
C. GORDON JOHNSTON, F.C.A., as a London partner. 

Messrs C. J. RYLAND & Co, Chartered Accountants, 
of 16 and 18 Clare Street, Bristol, 1, and at Weston- 
super-Mare, announce the admission to partnership 
of Mr Don H DYER, A.C.A., as from April rst, 1957. 

Messrs HILL, WooLpnRIDGE & Co, Chartered Ac- 
countants, of 27~28 Finsbury Square, London, EC2, 
and 107 Hindes Road, Harrow, Middlesex, announce 
that Mr G. H. SEARLE, A.C.A., who served his articles 
with the firm, has been admitted into partnership as 
from March 18th, 1957. The style of the firm will 
remain unchanged. 

MESSRS PRICE WATERHOUSE & Co (Australian firm) 
announce that they have opened an office at Barker 
Building, Victoria Parade, Suva, Fiji, under the charge 
of Mr O. A. TAYLOR as resident manager. 

Messrs Hoce, BuLLIMoRE & Co, Chartered 
Accountants, of London, Norwich, Gibraltar and 
Tangier, announce with regret that Mr G. H. 
BULLIMORS, F.c.A., the elder of the two senior partners 
of the firm, will retire from the partnership on March 
31st, 1957. The name of the firm will remain un- 
changed. Mr G. H. BULLIMORE will be available to 
the firm after his retirement in a consultative capacity, 
retaining certain personal appointments, including 
directorships, and will practice as from April Ist, 1957, 
in his own name at City Gate House, Finsbury Square, 
London, EC2. Messrs Hoce, BULLIMORE & Co also 
announce that as from April ist, 1957, they are 
removing from their City offices at 20 Copthall 
Avenue, London, EC2, to City Gate House, Finsbury 
Square, London, ECz. 

; Messrs W.. H. Cork, GULLY & Co, Chartered 
Accountants, of 19 Eastcheap, London, EC3, announce 
that as from April ist, 1957, they have admitted to 
partnership Mr JoHN Derek NAYLOR, A.C.A., who has 
been a managing clerk in the firm for several years. 
'The name of the firm remains unchanged. 

^. Messrs Woop, Mam & Co, Incorporated Account- 
ants, of 5 Frederick Street, Sunderland, announce that 
Mr C. Eric AYLEN, B.COM., A.S.A.A., has been admitted 
a partner. The style and address of the firm will remain 
unchanged. "` 


PROFESSIONAL NOTES 
Mr Ernest Nicholson, A.C.A., has been appointed 
chief accountant of the United Kingdom Atomic 
Energy Authority, Industrial Group. E 
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Mr R. L. Weir, O.B.E., C.A., financial controller of 
British European Airways, has been appointed chair- 
man of the Airways Corporations Joint Pension 
Scheme of B.E.A. and B.O.A.C. 

Mr J. D. Shepard, F.c.a., has joined the board of 
Veritys Ltd. 

Mr Charles L. Metcalfe, a.c.a., director and secre- 
tary of John White Footwear Ltd, has been appointed 
to the boards of John White Footwear Holdings Ltd 
and John White (Impregnable Boots) Ltd. 

Mr J. I. Roberts, a.c.a., secretary and comptroller 
of Richard Thomas & Baldwins Ltd, has, beem- 
appointed a director of the company; he will con- 
tinue in his position as secretary of the company. 

Mr H. R. Whitfield, a.s.a.a., has been appointed 
chief accountant of Jas. Williamson & Son Ltd. 

Mr Reginald Cook, B.A.(ADMIN.), A.I.M.T.A., A.S.A.A:, 
has been appointed deputy chief accountant of the 
Midlands Electricity Board. 


INLAND REVENUE: DOUBLE TAXATION ` 


NETHERLANDS ANTILLES 
An Order in Council relating to the extension to the 
Netherlands Antilles of the Double Taxation Con- 
vention with the Netherlands was made on" March 
rsth, and has now been published as Statuto 
Instrument 1957, No. 425. n > 

SWITZERLAND 

The Convention with Switzerland for the avoidance 
of double taxation with respect to duties on the 
estates of deceased persons has now been ratified 
and has been published as the Schedule to an Order in 
Council numbered S.I. 1957, No. 426. The Con- 
vention has effect in the case of estates of persons dying 
on or after February 25th, 1957, the date on which 
instruments of ratification were exchanged. 


CHESTER AND NORTH WALES . 
CHARTERED ACCOUNTANTS' BRANCH 


The annual meeting of The Chester and North Wales, 
Branch of the Liverpool Society of Chartered Account- 
ants was held at The Blossoms Hotel, Chester, on 
March r5th, when the following officers were elected 
for the ensuing year: 
C : Mr P. G. Gadd, J.P., F.c.A., of Colwyn Bay. 
Vice-Chairman: Mr G. B. Elphick, F.C.A., of Chester. 
Hon. Treasurer: Mr G. R. Hargreaves, F.C.A. (re-elected), 


,. of Chester. 
Hon. Secretary: Mr Hugh Aldred, M.A., A.C.A. (re-elected), 
9-11 Old ank Buildings, Eastgate, Chester. 


The three vacancies on the committee were filled 
by the election of the following: 
Messrs Hugh Aldred, M.A., A.C.A., E. Catherall, A.C.A., 
and T. Sarl- Williams, A.C.A. 
"Mr J. W. Aldred, M.C., F.C.A., was reappointed * 
honorary auditor. 
' ANNUAL DINNER 


The annual dinner of the Branch was also held at 
The Blossoms Hotel, Chester, on March 15th, and was 
attended by ninety-six members and guests. 

The toast of "Ihe Institute’ was proposed by Mr 
Stanley N. Evans, the Member of Parliament for 
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LONDON COMPUTER GROUP 
PROGRESS REPORT FOR 1956 
Formation of Computer Groups Outside the London Area 


The London Computer Group has announced that it 
has completed arrangements: to assist in the formation 
of similar groups outside the London area; the groups 
will act together in association with each other, sharing 
common services yet retaining their local autonomy 
and individuality. 

“This action follows-a demand from many centres 
for some means of fulfilling the same objects as the 
London Computer Group-the opportunity for 
specialists in many fields, with some interest in the 
design, manufacture and use of electronic computers 
and data processing equipment, to meet together, as 
individuals and not at an official level, for the dis- 
cussion of common problems -and the exchange of 
knowledge and experience. 


"[he group has also announced that it is setting up a 
Research Sub-Committee to report on specific 
problems addressed to it from time to time, and in 
particular to maintain the annual survey of computers 
and electronic data processing installations operating 
and planned in this country. 


A Rapid Increase in Membership 


The progress report for 1956 of the group, now issued, 
shows that response to the formation of the Group 
has been most encouraging, 500 members having 
registered between June 1956 — when membership 
forms were first circulated - and November. While 
the predominant interest of founder members was 
clerical data processing, those joining later have 
represented most aspects of the computer field. 

The activities of the Group, which until now have 
tended to reflect the needs of its earlier members, 
have included participation in study groups on subjects 
relating to various aspects of computers. The first 
‘activity of the Group was an afternoon convention 
held on July 4th, 1956 (see The Accountant of July 7th, 
1956), at which papers were presented on ‘The effects 
of data processing on accounting', by Professor B. C. 
Lemke, PH.D.,. GPA, Professor of Accounting, 
Michigan State University (reproduced in The 
Accountant of November 3rd, 1956), and ‘Electronics 
in the office’, by G. J. Mills, Deputy. Controller of 
J. e & Co Ltd. 


Administrative Arrangements ` 
In the Group's programme for 1957 it is stated that 
the maintenance of existing activities with a rapidly- 
expanding membership is becoming impossible with 
the use of voluntary officers alone. The committee 
are of the opinion that salaried secretarial assistance 
must be obtained immediately to assist the joint hono- 
rary secretaries in providing members with the service 
they should have and in developing the activities of 
the Group. Provisional arrangements have been made 
with.another organization for the joint use of office 


accommodation and staff, to give this service at the 
lowest possible cost. 


Members’ Subscriptions 


The- present registration fee, as was intended, only 
provided sufficient funds for the Group to maintain 
its present activities on a voluntary basis up to the end 
of 1956. Arrangements have therefore to be made, 
the committee feels, for financing the Group after this 
time so that it may be put on a sound financial basis at 
the level of activity envisaged and with permanent 
office facilities, based on a membership of 500. 


The committee therefore. propose that: 


(a) The financial year will date from May 1st, 1957, and 
j the full ann SE for that Jen will be three 
guineas; 

. (b) To cover expenditure during the period ee Ist, 
1957 to April goth, 1957, members will pay a pro- 
portionate subscription of one guinea. 

(c) Members joining at any time up to December 315t, 
1956, will only pay thé present registration fee of ten 
shillings. Members joining from January Ist, 1957, 
will pay an entrance fee of one guinea. 


(d) Subscriptions at three guineas per annum, Gesten to 
the right to receive copies of all publications of the 
embers, will be ac- 


Group on the same terms as m 
cepted from corporate bodies. 


- 


New Study Groups Planned 


As the purpose of the London Computer Group is to 
enable designers, manufacturers and users of electronic 
computers to meet to exchange individual. experience 
and opinion and to discuss common problems, it is 
felt that among the immediate needs of members 
are, therefore: 

(i the encouragement of study of problems in the 

; computer field;  . 

(ii) the collection, collation and dissemination of ‘afore 

mation; 

— (ii) the arrangement of meetings and conferences. 

To help in furthering these needs it is intended to 
provide additional facilities for the existing twenty- 
four study groups and to form new study groups in 
the 1957—58 session. l 


Courses- for Members : 
The Group will endeavour to arrange special courses 
to meet. the needs of members where these are not 
already covered and arrangements are being made for 
five evening meetings at Caxton Hall, London. "A 
short summer convention is also to be held: A two-day 
autumn convention will be held at the end of next 
September. 

Further information about the. London Computer 
Group may be obtained from the Joint Honorary 
Secretaries, Mr A. J. Bray, M.A., A.C.A., and Mr J: P. 
sonet A.C.A., at 20 ed Street, J ames CH Tondon, 

I 
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THE SOUTH WALES AND MONMOUTHSHIRE. 
SOCIETY OF CHARTERED ACCOUNTANTS 
ANNUAL DINNER IN CARDIFF 


À company of over 200 members and guests attended 
the annual dinner of The South Wales and Mon- 
mouthshire Society of Chartered Accountants held at 
The Park Hotel, Cardiff, on Friday, March 22nd. Mr 
Donald T. Owen, F.C.A., President of the Society, 
presided. 

Members and guests were received by Mr Owen and 
Mr A. S. H. Dicker, M.B.E., F.C.A., President of The 
Institute of Chartered Accountants in England and 
Wales, and among those present were Alderman D. T. 
Williams, O.B.E&, D.L., J.P., Lord Mayor of Cardiff; 
Lord Dynevor, M. es D. L., J-P., Deputy Chairman of 
the Sun Life Assurance Society; Mr Elfyn W. David, 
LL.B., President of the Incorporated Law Society for 
Cardiff and District; and 


Messrs Stanley H. Ball, a.a.c.c.a. (President, 
OE of Certified and. Corporate Accountants, South 
ales and Monmouthshire District); S. A. Bayliss, A.I.B. 
(President, Institute of Bankers, Cardiff District); J. Howard 
ell, B.A., F.C.A. (President, Manchester Society of Chartered 
Accountants): J. M. Bowen, A.8.4.A., A.LM.T.A. (Deputy City 
Treasurer); Bernard E. Brown, F.c.a. (Vice-President, South 
Wales and Monmouthshire Society of C ed Accountants); 
G. T. Cantley (Chairman, Cardiff Stock Exchange); D. W. 
Groves, F.C.1.8. (President, Chartered Institute of Secretaries, 
BE Wale and Monmouthshtre Branch). (Principal 
r arvey, PH.D., B.SC., F.INST.P. , Cardiff 
Technical College); Messrs R. B. Leech, M.B.E., T.D., F.C.A. 
(President, Birmingham and District Society of Chartered 
Accountants), Alan S. Maciver, M.C., B.A. (Secretary of the 
Institute); R. A. Palmer, T.D., M.A., F.C.A. (Pr 
Leicestershire and Northamptonshire Society of Chartered 
Accountants); W. E. Parker, C.B.E., F.C.A. (Chairman, London 
and District Society of Chartered Accountants); R. N. 
Reddaway, A.c.i. (Vice-President, Insurance Institute of 


Cardiff). 

Messra Gilbert D. Shepherd, M.B.E., F.c.a. (Member of 
the Council of the Institute); K. G, Sim, A.8.A.A. (President, 
Incorporated Accountant? South Wales and Monmouthshire 
District Society); P. G. D. Sixsmith (Stipendiary Magistrate); 
The Ver Rey Rev. Eryl S. Thomas (Dean of Llandaff); Mr W. 
F. Thomas (Chief Constable); Major C. G. Traherne, T.D., 
J.P. (Lord-Lieutenant of Glamorgan); Major Westby (High 
Sheriff of Glamorgan). 

The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Lord Dynevor, 
who spoke of the financial strength of the British in- 
surance market. 


nuin 
Responding to the toast, Mr Dicker congratulated 
the Society's officers and committee on the successful 
state of affairs of the Society and went on to refer to 
the integration scheme. He said: 

‘In the first-place I know that here, in South Wales, 
opinion was very much divided as to the wisdom or suffi- 
ciency of the scheme, and I know. thát certain individuals 
who are mostly. exercised in their minds are men of the 
in ed integrity and regard. and who command the utmost 


UT pu ; these virtues and I wish to say publicly 
what I have said in private, that I and my colleagues do 
recognize and appreciate the feelings of those who on real- 


The 


and conscientious DEER dislike and disapprove of the 
proposals. To them may I say that in my personal opinion 
the time has arrived in the rapid evolution of our national 
economy when we, as the recognized leaders of our t 
profession, should put our minds to the problem of looking 
ahead and doing what we can to attain some step which 
would lead us in the direction of ultimate unification of 
those who will have the right to call themselves qualified 
professional accountants . 

‘In these days of welfare state, nationalized industries aa 
Government control, I am sure it is a sign of strength if a 
profession like ours can show that on its own initiative it is 
taking steps to attract into the same camp as many account- 
ants as possible of the highest qualification and so tidy up 
its own house. 

‘The only other reference I can make at this eleventh 
hour is to the fact that this scheme itself is sufficiently 
elastic to allow alterations and adjustments if and when 
any of the detailed proposals prove to have been impractic- 
able, unworkable or injudicious. The Council is only too 
mindful of its obligations in this direction, and thanka to 
the criticiams and comments of such varying nature which 
have been received from all parts of the country, we have 
been able to assess the pros and cons and to be put on our 
guard un net are claimed to be weak spots in-the 
framework, . S 


Voting at the Council Meetings 


‘Reference has been made to the fact that the Co 

may not have been unanimous in all the details of the 

scheme which has been put forward, and it was even - 
that particulars of any voting which took place at th 

ouncil meetings should have been made public. Gentlemen, 





it has never been and I hope never will be a practise to divulge 


any such details of Council proceedings. I can only confirm 
what has already been stated' on several occasions that no 
decision of the Council, ially on major matters of 
policy, is permitted to be opted unless a large majority 
of members of the Council approve such proposals, and 
I can assure you again that in the present instance there was 
an overwhelming majority in favour of the scheme as 
published. 

"Ihe Council has been criticized for not putting the" 
cons of the case before all the members of the Institute. 
In reply I would say that, as expected, many arguments 
against the scheme have been put forward at the numerous 
meetings throughout the country, in the Press and especially 
in the correspondence columns.of The Accountant and there 
is nothing which could usefully be added to statements 
already made to assist those in doubt to make their decisions. 

‘I would conclude by saying that all these arguments and 
many more have been thoroughly probed in our special 
committee and in our Council meetings during the last 
two years and the result is the final form of scheme which 
is now being put to the test, having received, as I have said, 
the overwhelming approval of the members of the Council. 

“Therefore I hope that the. members of the Institute 
generally, in their wisdom and taking a long view, will 
follow the lead of the Council and show their approval of 
the scheme not just by the requisite two-thirds but by an 
undoubted overwhelming majority..." 


Proposing. the toast of “The Guests’, Mr Owen 
extended a warm welcome to the visitors, ‘particularly 


the Presidents of other district societies. 


Responses to the toast. were made by the Lord 
Mayor of Cardiff and Mr Elfen W. David, 
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during the past year. He also expressed his appreciation 
to Mr McDougall, Secretary of the Institute, and his 
staff for “services well and truly rendered during a 
particularly busy year’. 


OFFICE BEARERS FOR 1957-58 


Mr James ‘Thompson Dowling, c.a., of Glasgow, was 
elected President of the Institute for the ensuing year, 
and Mr Robert Jan Marshall, B.COM., c.a., of Edin- 
burgh, was elected Vice-President. The following were 
elected members of the Council: 


(a) Members practising ín Scotland: Mr D. S. MR iUnd 
C.A. (Edinburgh), Mr Sidney Braid, c.a, (Dundee) Mr 
Aitken J. Couper, GA, (Glasgow), Mr J. W. Dallachy, 
,M.A., CA. (Glasgow), Mr E. C. Finlayson, c.a. (Aberdeen), 
Mr W. S. Fleming, c.a. (Aberdeen), Mr Alexander Logie, 
GA, (Perth), Mr Alexander McKellar, c.a. Er 
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pan EA Mr J. Whitton, M.A., B.COM., C.A. 
(Edinburgh) and Mr James Whitton, M.B.E.(MIL. h T.D., 
M.A., C.A. (Glasgow). 

(b) Members practising tn the United Kingdom outside 
Scotland: Mr R. Adams, c.a. (London), and Mr John 
Sandilands Wilson, C.A. (London). 

(c) Two members not in practice: Mr J. W. Andrew, M:c., 
GA, (Glasgow), and Mr A. N. E. McHaffie, B.COM., C.A. 
(London). 


SPECIAL GENERAL MEETING 


A special general meeting of members of the Scottish 
Institute was held on March 27th at the McLellan 
Galleries, Sauchiehal Street, Glasgow, with Mr 
James T. Dowling, C.A., President of the Institute, in 
the chair. The object of the meeting was to consider 
and, if thought fit, adopt a new set of rules in sub- 
stitution for the existing rules of the Institute and also 
to consider and, if thought fit, adopt the Scottish 


Mr A. Kenneth MacKelvie, M.B.E., V.R.D., C-A. (Edinburgh 
S dapes ud ioco C. A, (Inverness), Mr W. L. Milli 

, J-P., C.A. (Edinburgh), Mr Stanley N. Rae, M.C., T.D., 
Scott, M.B.E., J.P., C.A. (Ayr), 


TE (Dundee), Mr Alfred T. 


Mr James C. Stewart, CA. (Glasgow), Mr 


gan, 


David H. Taylor, 


integration scheme between the Institute and The 
Society of Incorporated Accountants. 
publish in our next issue a report of the proceedings 
at this meeting. 


ADMISSION OF NEW MEMBERS 


At the annual general meeting of the Scottish Institute, Mr James T. Dowling, C.A., 
the new President, delivered an address of welcome to the following 135 new 


Aitkenhead, 'T., London. 
Aapin; j. E., Glasgow. 
Baldwin, K, W., London. 





., Glasgow. 
Bruce, D. B., Aberdeen. 
Buist, Miss J. M., Kirkaldy. 
Bullock, W. A., Glasgow. 
Campbell, E. M., Alloa. 
Carey, J. Aidrie. 


Carlaw, B. D., Glasgow. 
Chisholm, P. S. Edinburgh. 
ene © ., Glasgow. 


Clancy, D. 3. London. 
“Clipperton, A. W. F., Edinburgh. 
Clark, J., Dundee. 

Connolly, T., Alexandria. 
Craig, J. C., Glasgow. 

Cran, J. McL., Glasgow. 
Crawford, Miss R. A., Gifford. 
Crooks, P., Glasgow. ; 
Dreghorn, N., Paisley. 
Drummond, R. J., Edinburgh. 
Dunlop, R. P., Port Glasgow. 
Ellingham, J. D. L., London. 
Farrer, J. W., MacD., Stirling. 
Ferguson, A. C. N., Edinburgh. 
Foster, D. F., London. 

Fraser, S. H. 'M., Glas 
"Galbraith, J. D., E 


Gallacher, Miss E. M., Coatbridge. 


Gardner, E. W. S., Glasgow. 
Gellatly, N. M. C. , Penicuik. 
Gibson, J. L., Glasgow. 
Gilchrist, E, j., Edinburgh. 
Gillon, À. À., Edinburgh. 
Grant, I. M., Glasgow. 
-Grant, Miss N. E., Edinburgh. 
Gray, G. F., Glasgow. 


members who were admitted. 


Guthrie, J., Glasgow. 
Hardman, D. F., Edinburgh. 
Harrison, R. S., Edinburgh. 
Hart, R. J. MacG., Glasgow. 
Hastings, C. N., Edinburgh. 
Henderson, W. B., Glasgow. 
Holmes, M. H., London. 
Hutchison, G. C., Edinburgh. 
Hyde, A., Glasgow. 
Edinburgh. 


Johnston, J., Renfrew. 
Judd, N. H., Glasgow. 
Kelly, J., Paisley. 
Kennedy, J. H., Glasgow. 
Laing, A. C., Aberfeldy. 


Macfarlane, H. R., Glasgow. 


‘McFarlane, W. S., Glasgow. 


Mackellar, W. I. K., Glasgow. 
McKendrick, J. D., Glasgow. 


MacKerron, I. C., Grangemouth. 


Mackinnon, A. L., Glasgow. 


McLeod, D. M., Dundee. 
McNaughton, J., Glasgow. 
i rd 


air, J., Aberdeen, 
Manley, K. G., Glasgow. 
Mann, A. H., gow 


Mitchell, A. T., Girvan. 
Moffat, J., Edinburg h. 
Monachan, P. C. G Glasgow. 
Muirhead, D., Annan. 
Munnoch, K. B., Edinburgh. 
Munro, D. H., Paisley. 
Neill, J. L., Glasgow. 


-Neilson, J. A., Glasgow. 


Neville, C. W., Glasgow. 
Nicol, R. M., London. 
O’Brien, P., Dundee. 

Ogle, I. H., Glasgow. 
Patterson, A. I., Edinburgh. 
Pentland, M. D., Edinburgh. 
Pollock, D. A., Glasgow. 
Preston, J. B., Glasgow. 
Rabinowitz, J., Edinburgh. 
Riddell, F., Glasgow. 
Ritchie, G. S., Glasgow. 
Roberts, H. D., London. 
Robertson, R. B., Perth. 
Rosair, J. M. B., London. 
Ross, I. A. MacL., Edinburgh. 
Rothery, S., Huddersfield. 
Roulston, A. W., Glasgow. 
Russell, R. A., Glasgow. 
Safler, N., London. 

Shanks, J., Glasgow. 
Shotton, I. C., Dunfermline. 
Smith, D. C., Glasgow. 
Smith, J. R., Glasgow. 
Spalding, J. S., Glasgow. 
Speedie, D., Edinburgh. 
Stanger, E., Glasgow. 
Stevenson, S., London. 
Stevenson, W. N., Glasgow. 
Stewart, G., Glasg 

Stewart, J. B. B. Edinburgh, 
Stewart, J. W., Bulawayo. 
Stuart, T R., Musselb 
Sutherland, K. G., Edin urgh. 
Sutton, J. R. M., London. 
Tait, S. M., Edinburgh. 
Taylor, C., Tonbridge. 
Taylor, E. C., Glas 
Thomson, A. F., Edinburgh. 
Westwood, D. A. Edinburgh. 
Wheeler-Carmichael, T. M., Biggar. 
White, W., Glasgow. 

Wink, J. D. Tx Edinburgh. 
Wooster, D, C., 

Wright, J. S. A. Ee ec 
Young, R. W., P 


We hope to 


~ 


374 


NEC Š THE à 
ACCOUNTANT 


March 30th, 1957 


` THE INSTITUTE OF | 
CHARTERED ACCOUNTANTS OF SCOTLAND 
| ANNUAL GENERAL MEETING 


The annual general meeting of The Institute of 
Chartered Accountants of Scotland was held in 
Glasgow last Wednesday, with the President, Mr G. I. 
Stewart, C.B.E., M.C., C.A., in the chair. (The report of 
the Council for 1956 was the subject of a leading article 
in our last issue.) 


THE PRESIDENT'S ADDRESS 


The President prefaced his address with references to 
the proposals of the special committee on the exami- 
nation and training of apprentices, and to the scheme 
of integration between 'l'he Society of Incorporated 
Accountants and the Chartered bodies under which, 
if approved, about too incorporated accountants 
become eligible for admission to the Scottish Institute. 
The President continued: 


Company Taxation 
‘Now as to my address proper, I have chosen the well- 
worn subject — taxation — on which to say a few words. 

- “As business and industry become ever more compli- 
cated, members of our profession find themselves called 
upon to advise upon matters that lie far beyond mere 
figure-accounting, and bring us into intimate contact with 
the manifold financial eg that increasingly confront 
boards of man ent. Many, if not indeed most of these 
problems stem the existing very high levels of direct 
taxation and it may, therefore, not be thought entirely out 
of place if I offer one or two observations upon this very 
important subject. 

It must, of course, be recognized in any responsible 
approach to these questions that in the main this heavy 
burden of taxation is unavoidable. We are carrying the 
enormous debts of two wars, and living in a still troubled 
world, in what, by common agreement, are ''welfare" 
conditions. But this very fact makes it all the more import- 
ant that our taxation system should. be periodically, if not 
indeed continuously, brought under careful review. 
Anomalies that can be "carried" without perhaps very serious 
reactions under the passing exigencies of war, can easily 
become highly prejudicial to the national economy when 
continued into “peace” conditions: especially when the 
basis of that economy is as-ours, manufacture for world 
ee in the face of competition from powerful overseas 
rivals, 

‘This leads me at once to the profits tax, which is in 
intention and effect a tax upon one particular form of 
income: the income that accrues to capital employed at risk. 
The strong support it enjoys in certain political quarters is 
undoubtedly due to greatly exaggerated notions of the 
“monopolistic” element supposed to be inherent in "profit" 
88 such, while the more correct analysis is surely the reward 
attaching to “risk capital". It is true that under conditions of 
rapidly changing demand and inventions, changes of fashion 
and so on, there may often arise advantages of “situation” 
which cause fluctuations in the normal trend, but these can 
just as easily lead to “losses” as to “excess profits", and 
are in any case, it might well be thought, adequately taken 
Ge of by a rapidly progressive income tax and death 

utes. 


‘Although not strictly comparable, in Canada it is. 


interesting to note that residents investing in purely 
Canadian equities are allowed zo per cent of the dividends 
paid tax free, no matter what tax bracket the individual 
belo to, thus clearly recognizing the important part 
capital plays in the economy of their country. 


“The incidence of this artificially selective tax upon the 
large industrial organizations that play so vital a part in our 
export position is, in many cases, y accentuated by the 
inclusion of fixed preference dividends as distributions of 
profit. To maintain their powers of successful competition, 
these great companies have to be continuously alive to 
possibilities of expansion and development, involving 
usually very heavy capital e The extent to which 
they can provide this from their own resources is obviously 
limited by the existence of a profits tax, and the necessity 
for recourse to the external capital market correspondingly 
increased. In the natural evolution of limited company 
finance this capital has been drawn in the main from three 
types of source: the loan at fixed rates of interest, the 
preference "share", and the ordinary share, each representing 
a different type of investor, and all contributing to the 
strength and flexibility of the whole structure. The gradual 
elimination of preference capital which will inevitably 
follow from the continuation of this tax in its present 
form will carry with it consequences to industry which . 
cannot be other than prejudicial. 

‘Even in the maintenance of their existing assets, our 
manufacturing industries are faced with serious problems 
arising from the continuous decline in the value of money. 
'The profits which appear in their accounts and.are charged 
to income and profits tax, are, to a very large extent, ear 
by plant and machinery which was acquired at much low 
levels of cost and for which, therefore, the “wear and tear” 
allowances which should provide for replacement 
become entirely inadequate. 'T'his is a complex and di 
problem and here I can only observe that the ‘‘inves 
allowance" of the.1954 Queen withdrawn in 1956, was 
least a partial alleviant of this obvious anomaly, and 
one which it would be in the interests of a fully-competitive 
national economy to restore as soon as possible. 


Taxation of Individual Incomes 
‘In relation also to the taxation of individual incomes, and 
particularly to those falling within the middle ranges for 
which taxation rates during the war became so steeply 
progressive there is, in terms of national economy, a stron 










` case for some measure of alleviation. Here, of course, 


circumstances impose very definite limitations. Wars have 
to be paid for and the policy of redistribution of real pe 
comes through graduated taxation has come to stay: the 
fall in the value of money, too, is as much a source of em- 
barrassment in public expenditure as in our own family 
budgets. For this dilemma there is no visible remedy but 
increased national productivity, harder work, better organi- 
zation, higher levels of efficiency, leading to such an 
enlargement of real national income that a higher tax yield 
may be derived from lower rates of tax. In other words, 
for any nation, and perhaps for ourselves more than most 
others, there is a point of maximum taxable capacity beyond 
which it is impossible to go without a reduction in general 
standards of living ter than that directly attributable to 
the tax itself. Whether this point has been reached in our 
own fiscal economy is of course a question not capable of 
objective demonstration, but the continuing — and very. 
alarming — decline in the purchasing power of the £ 
suggests that it may not be very far away and many social 
observers, including all those most closely in touch with 
trade and industry see as one major cause the “disincen- 
tives" to effort and enterprise which a too steeply progres- 
sive rate of tax imposes upon individual earned incomes.' 
The President concluded by warmly thfinking the 
Vice-President, Mr J. T. Dowling, c.a, and the 
members of the Council for their ‘sterling support’ 
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United Kingdom tax it must have been taxed in some 
other country, possibly one with a double taxation 
agreement with the United Kingdom, or, if not, then 
unilateral relief would apply, in any case relief would be 
obtainable. The relevant information appears to be 
unobtainable from the respective Revenue departments.’ 
Submission 

(167) Double taxation agreements to which the 
United Kingdom is a party should be amended so as to 
provide that in both the contracting countries information 
shall be available to enable the taxpayer to ascertain the 
percentage of exemption and the country whose tax has 
given rise to the exemption.’ 


Maintenance Claims 


(124) The Council reiterates the submissions in 
sub-paragraphs 119 (b) and (c) of its memorandum to 
the Royal Commission: 

*(6) Where the rebuilding of property is the only effective 
method of repair, the cost of rebuilding ay tee 
expenditure on improvements) should be allowed to 
be included in a maintenance claim. 

(c) The excess of maintenance expenditure relief over 
the net annual value should be allowed for all 
properties, as it is at present allowed for agricultural 
property under Section 313, Income Tax Act, 1952.’ 


Properties let under Repairing Leases — Cost of 
Insurance and Management 


(125) In paragraph 886 of its final report the Royal 
Cornmission, while making no definite recom- 
mendation, referred to the concessionary treatment 
accorded to a claim by a landlord in respect of outlay 
insurance where the property is let under a repairing 
, and considered that similar treatment should be 
orded to any relevant expenditure on management. 
The Council agrees with this view and considers that 
it should be put on a statutory basis and that it should 
extend to costs of collecting ground-rents. 







Corporation Duty 


(1260) The Council reiterates the submission in 
pase? 374 of its memorandum to the Royal 
sion: 

‘Consideration should be given to the abolition of the 

~ corporation duty, having regard to the negligible net 

revenue which it produces, the nature of the bodies on 

. which the charge falls and the more useful employment 

i the Civil Servants engaged in the administration of the 
uty.’ 

Moorgate Place, 

London, EC2. February 6th, 1957 
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is incurred, an amount equivalent to the excess. 


-of the replacement cost over the aggregate of the 
proceeds of realization of the old asset and the 
ARE allowances already allowed thereon. 
Where a replacement allowance is made in this 
way the future annual amortisation charges for 
taxation purposes would be calculated on the 
cost of the old asset. Similarly on a subsequent 
replacement it should be permissible to deduct 
-.for taxation purposes a replacement allowance 
representing the excess of the replacement cost 
over the aggregate of the proceeds of realization 
of the replaced asset and the annual allowances 
already allowed thereon; and the future annual 
amortisation charges for taxation purposes 
would then be calculated on the cost of the 
original asset and not on the cost of the one 
which has been replaced. 


.(6) Where the replacement involves an element of 
. addition or improvement, or the new asset is not 
of exactly the same kind as the one which has 
been replaced, the amount of replacement cost 
for the purpose of (a) above would be a matter 
for agreement with the Inland Revenue as is 
now the case where the renewals method is 
adopted; and it would be essential for the 
satisfactory working of the relief for the Inland 
Revenue to take the same broad view on this 
matter as is now taken in connection with the 
renewals method and as was eventually taken 
in connection with obsolescence claims. 


In the event of the replacement allowance, 
calculated as in (a) above, exceeding the 
chargeable profits for the year of assessment 
(as may well happen in the case of businesses 
such as shipping where large expenditure on 
fixed assets may take place at infrequent 
. intervals) the.excess should be allowed as.a 


(c) 


carry-forward against future profits or, at the. 


‘option of the taxpayer, wholly or.partly against 
assessments for previous years, repayments 
being made accordingly. 


Relief for Losses: 


a 19) The Council reiterates its submissions in 
paragraph 299 (a) and (d) of its memorandum to the 
‘Royal Commission: + 


{a} Section 341, Income Tax Act, 1952, which relates 
to the set-off against other income of losses 
incurred in any trade or profession, should be 

extended so as to relate to a loss incurred by the 
taxpayer on any transaction which, if it had 
resulted in a profit, would have been chargeable 
to income tax. 


o». 
(c) . 
(d) Lond which can be carried forward and set-off 


against future income should be available for set-off 
against any future i income. -under whatever schedule it is 
chargeable.' 

(120) The Council considers that specific amend- 
ments should be made to deal with losses which are 
not at present recognized as such for income tax 
purposes. T'he extra-statutory concession by which 
building society interest paid by a trader in.excess of 
hi^income may be carried forward for relief as if it has 
been assessed under Section 170, Income: Tax Act, 


THE 
ACCOUNTANT 


March 30th, 1957 


1952, should be rnade a statutory relief and extended to 
non-traders. Similarly, the law should allow bank 
interest, upon which relief would be given under 
Section 200, Income Tax Act, 1952, to be carried 
forward to the extent that the interest exceeds the 
income of the person making the payment. 

(121) The Council also reiterates the submissions 
in paragraphs 302 and 304 of its memorandum to the 
Royal Commission: 


‘(302) If the submission in paragraph 299 (paragraph 
119 of this memorandum) is not adopted, Section 342 (4) 
should be amended so that losses carried forward should 
be available for set-off against all forms of business 
income (including taxed patent royalties) whether 
charged under Case I or by deduction at source. 


‘(304) An investment holding company should be 
permitted to carry forward without time limit unrelieved 
bank interest and assessments under Section 170, Income 
Tax Act, 1952, in the same manner as Section 19, 
Finance Act, 1954, allows management expenses to be 
carried forward.’ 


Discovery and Error or Mistake 


(122) 'T'he Council reiterates the comments made in 
paragraph 242 and the submissions made in paragraph 
243 of its memorandum to. the Royal Commission: 


(242) The powers of the Inland Revenue (under the 
“discovery” provisions of Section 41 of the Income Tax 
Act, 1952 2E raise additional assesaments-within six years 
* of the end of the year of assessment concetpas ch 
wider than the ayer's right to have 
ment reopened under the “error or mistake 
of Section 66 of the Income Tax Act, 1952. The 
covery” provisions are now interpreted as giving the 
Inspector of Taxes the right to change his mind without 
any new fact coming to his notice. Moreover, the 
` “discovery” provisions extend to Schedules A, B, D and 
E, whereas the “error or mistake” provisions are confined 
to Schedules D and E.' 







Submissions 
*(243) (a) GE 66, Income Tax Act, 1952, should 
be amended 80 as to extend to Schedules A 
and B as well as D and E. 


(b)'The powers of the Inland Revenue under 
Section 41, Income Tax Act, 1952, and the 
‘rights of the taxpayer under Section 66, 
Income 'l'ax Áct, 1952, should be recon- 


sidered with a view to bringing the former” 


into line with the latter.’ 


Double Taxation Relief 


(123) The Council reiterates the comments made in 
paragraph 166 and the submission made in paragraph 
167 of its memorandum to the Royal Commission: 

*'(166) Another inequity may be illustrated by reference 
to Australian tax. Section 201 of the United Kingdom 

Income Tax Act, 1952, and Section 44 of the Federal 

Income 'l'ax Assessment would. appear to be com- 

plementary. Where part of a United gdom taxpayer’s 
- Australian income is exempted from Australian tax under 

the latter section, difficulty is experienced in ascertainin 


(a) the Australian Revenue department's percentage o 4 : 


exemption, and (b) whether the exemption is due to the 
rofits of the company concerned having suffered 
United Kingdom or some other country’s tax. So far it 
has not been possible to obtain the agreement of the 
United Kingdom Revenue authorities that the same 
"percentage should be regarded as exempt from United 
Kingdom tax on the ground that tlie company concerned: 
suffered United Kingdom tax on. the same part of the 
income. If the company concerned has not suffered 
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- pensation has been awarded a net amount reduced to 
.. take account of an amount purporting to represent 
the incidence of income tax and surtax. The Council 
. considers that it should be made unlawful for any 
such adjustment to be made in computing com- 
pensation, including compensation awarded by the 
Courts. The tax aspect of this matter should be dealt 
with under taxation legislation and if Parliament 
should decide that the recipient of compensation 
should bear tax upon it then the method of taxing 
` should be laid down by the taxation legislation and 
the tax should accrue to the Exchequer and not to the | 
benefit of. the person paying the compensation. 
(108) If the Council's proposal is not adopted the 
-legislation to implement the recommendations of the- 
` Royal Commission in paragraph 106 above should 
include safeguards against charging under the Royal 
Commission's: recommendations a sum which has 
already been reduced by an amount purporting to 
represent income tax and surtax. Such safeguards 
would not be easy to devise and the position would be 
open to abuse. Whether or not the Counal's proposal 
is adopted the Council considers that expenses 
incurred in recovering amounts due in respect of 
compensation should be allowed as deductions for the 
purpose of computing the tax lability. 


,""Sporting Rights 
ory relief should be available for losses 
shts maintained for letting (paragraph 
JS. SE sS | 







Schedule A. 

Wé 10) The scale of statutory deductions for repairs 
should be reviewed after the next revaluation eee 
graph 875). 


V. RECOMMENDED CHANGES ON WHICH 
. THE COUNCIL EXPRESSES NO VIEW 


Nationalized and Public Utility Undertakings 
(111) In principle nationalized undertakings should 

be taxed on the same basis as other concerns (para- 

graph 567). 

"era The profits and distributions of public utility 

undertakings should be taxed like those of other 

trading entities (paragraph 569). 


eC Mutual Trading 

(113) No surplus derived by a corporation from 
trading operations should be exempt from’ taxation 
under Case I of Schedule D on tae p of mutuality 
(paragraph 593). 

The B.B.C. 

(114) The B.B.C. should be exempt from income 
tax and profits tax on the 'trading profits' of its main 
activities; but it should be liable to both taxes in 


respect of its subsidiary sources of income (paragraph 
601). 


| A Debenture Stock — Capitalized Profits 
(115) Profits capitalized in the form of debenture 
Btock should be included in income for surtax purposes 
unless received by trustees as part of Ka capital of 
settled property (paragraph $00). 
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VI. MATTERS NOT DEALT WITH IN THE 
RECOMMENDA EN OF THE ROYAL 
COMMISSION 
The Council wishes to direct attention to.the matters 
set out below. They were not dealt with in the recom- 
mendations of the Royal Commission, but the Coun- 

cil attaches importance to them. 


. Deductible Expenses -ScheduleD . 


(116) 'The Council supports the following recom- 
mendations of the Tucker Committee on the Taxation 
of Trading Profits (Cmd. 8189): 

'168. There should: be a specific provision authorizing 

^ the allowance in computing business profits of the cost 
of appeals corinected with the ascertatnment of the net 

: income tax or profits tax payable in respect of the profits 
of a business, but. that no such SOEN should be given 
in respect of the cost of an appeal which relates solely or 
mainly to a claim for any of the personal allowances. In 
the case of profits tax we recommend a similar allowance 
whether the appeal is in respect of income tax or profits 
tar. ‘ 

‘169. The owner of a business should be allowed to 
debit, in computing the profits of his business for his first 
accounting period, expenditure of a revenue nature which 
was incurred in connection with that business before the 
date of commencement and which would have been 
admissible if it had been incurred after that date. 

‘170. The-owner of a business who incurs expenses in 
connection with the acquisition of a lease of business 
premises should be given an allowance for those expenses 
over the period of the lease.’ 

The Council considers that an allowance should be 
given over the period of a lease for any initial repairs 
which have been treated as capital expenditure (see 
Jackson v. Laskers Home Furnishings Ltd ([1957] 
1 W.L.R. 69)). 


Benefits in Kind 


(1 17) The Council reiterates the ‘submission con- 
tained in paragraph 76 of its memorandum to the 
Royal Commission, viz: 

*The -Council considers that all persons receiving 
benefits in kind as part of their remuneration should be 
placed as nearly as possible in the same position for 
taxation purposes as those who receive their remuneration 
in money.” (This subject was discussed in Chapter 9 of the 

: final report of the Royal Commission.) 


Depreciation Replaceinent: Algra I 


(118) As a matter of long-term policy, it is vital in 
the: national interest not only to maintain but to 
increase capital investment in order to augment pro- 
ductive capacity. The effect of inflation has made this 
increasingly more difficult in so far as replacement of 
and additions to fixed assets haye :continually to be 
financed at higher price levels. It is felt that broadly 
the scheme of initial allowances was adequate to meet 
the problem. However, the variations in the initial 
allowances and the subsequent withdrawal, of the 
investment allowance show that they cannot be treated 
as permanent features of the taxation system. The 
Council reiterates the submission in paragraph 332 of 
its memorandum to the Royal Commission, that there 
should be an adaptation of the existing renewals 
method, as follows: 

(a) When replacement of an asset takes place, to 

. permit as a deduction for taxation purposes, in 
the year of assessment in which the expenditure 
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(91) For the purpose of maintenance relief: 

(a) Land and houses should be taken together 
~ (paragraph 880). 

(b) A claim should, in principle, be open to any 


person who both incurs-the cost of. maintenance 


(or part of it) and ultimately bears some of the 
Schedule A tax (paragraphs 882 and 886). 

(c) An alternative basis of claim should be laid 
down by statute for the new owner of a property 
(paragraph 888). 

(d) Capital expenditure on farm-houses and farm 

' buildings etc., should be altogether excluded 
(paragraph 892). | 
(92) It should be made clear that void relief extends 
to other buildings as well as houses (paragraph 900). 
(93) Relief for lost rent should be authorized by 
statute in Great Britain as it now is in Northern 
Ireland (paragraph 90r). 


Schedule B 
(94) Schedule B should be abolished (paragraph 92 6. 


|. Tax Avoldance 
(95) Àn expert body should be set up to examine 
whether any of the detailed provisions against tax 
avoidance are drawn too widely and whether they 
could be expressed with greater brevity and precision 
(paragraph 1029). 


Business Accounts 


(96) Where a taxpayer supplies business accounts 
to support a formal return or in lieu of one: 


(a) the accounts themselves should rank as a return 


for assessment and penalty purposes (paragraph 


1057); and 
(b) he should be required to give a personal 
certificate as to the completeness of the under- 
lying records (paragraphs I058 and 1059). 
(97) The Council suggests that there should be con- 
sultation between the Board and the Council on the 
Jorm and wording of the above certificate. 


Wife's Signature on Return 


(98) A wife should be required to sign her husband's 
vetum for the purpose of verifying statements therein 
as to the amount of her income (paragraph 1060). 

(99) The Council. considers that the wife's income 

should be set out on a separate schedule which ‘she 

eae sign. 


Production of Records 


(100) The Board's existing power to require a 
taxpayer to produce business records for inspection 
should be extended to cover records of his own or his 
"wife's private affairs. Where the taxpayer is a private 
«company the power should extend to any document 
relating to its affairs in the possession or power of any 
director (paragraph 1062). 


Penalties 


(xor) An expert committee should review the 
provisions imposing penalties for tax offences and 
should recommend measures which remove confusion 
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and overlapping and bring them up to date (paragraph 
1070-(1)). 

(102) Actions to recover ax penalties should survive 
the death of the alleged offender in Scotland and 
Northern Ireland as they now do in England and 
Wales (paragraph r07r (1)). 


Back Duty ~ Deceased Persons 


(103) Back duty assessments should be capable of 
being made on the personal representatives of a 
deceased taxpayer to cover six years back from the date 
of death (and not merely six years from the date of 
making the assessments) so long as they are made 
within three years after the year in which death 
occurs (paragraph 1072 (2)). 


Form of Legislation 


(104) If any substantial change in a particular 
branch of tax law is projected, the opportunity should, 
if possible, be taken of codifying the surviving parts 
of the old law. For the future there should be a 
regular consolidation every ten years, beginning with 
1962; but attention should be given to evolving a 
system which would allow additions to be incorporated 
in the consolidating statute without altering the 
numbering of the basic sections. Attempts should 
be made to introduce greater clarity and concision 
p d drafting of income tax legislation (paragraph 
ro89 


IV. RECOMMENDED CHANGES WHICH "i 
COUNCIL CONSIDERS DESIRABLE BUT TO 
WHICH IT DOES NOT ATTACH ANY 

URGENCY i 


Benefits in Kind and Expenses 


(105) The scope of the special legislation dating from 
1948 which regulates the tax treatment of benefits in 
kind and payments to reimburse expenses when 
received by a company director or an employee with 
remuneration of £2,000 or more should be modified 
as follows: 

- Directors or employees of charitable bodies or 


non-trading concerns and employees of educational — 


establishments or local authorities should cease to be 
excluded (paragraphs 221 and 228). 
Note. — This should be read in conjunction with paragraph 
34 of this memorandum. Clearly the change recom- 
mended above should not be made unless the change 
recommended in paragraph 34 is also made. 


Compensation for Loss of Office 


(106) Payments of compensation for loss of officé 
(not being payments for physical injury or impairment 
of earning power suffered during service) should be 
taxable (paragraph 246). Liability should be deter- 
mined according to a modification of the formula pro-~ 
posed by the second Tucker Committee for GE 
ex gratia retirement benefits in lump-sum form, and 
the modified formula should be applied also to the 
Jatter benefits (paragraph 2 52). 

(107) Since the above recommendation was made 

cases have been decided by the Courts, including 

Beach v. Reed Corrugated Cases Ltd ([r956] 

:2 All E.R. p. 652), where the recipient of the com- ` 


o 
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- (76) The Council does-not approve the suggestion 
made by the Royal Commission (paragraph 264) 
that these.receipts should be assessed under Case VI 
of Schedule: D. The implementation of this recom, ` 

- mendatton would mean that if post-cessation expenses 
exceed post-cessation receipts, the taxpayer could set 
off his deficiency only against other income assessed 
under Case VI. The Council also considers that the 
legislation should make it clear that assessments on 
post-cessation receipts, less post-cessation expenses, 
should attract earned income relief where such relief . 
would have been given if the receipts had been 
received before cessation. 


- " Bad Debts Recovered 


(77) The treatment of recoveries on account of 
trade, etc., debts previously regarded as bad or doubtful 
should be rationalized in order to ensure that tax 
shall be recoverable on any excess allowance for those 


debts (paragraph 265). 


‘Residence and Ordinary Residence 


(78) Legislation should be passed which would as 
far as is practicable codify, with certain amendments, 
the working rules by which a person’s residence and: 
ordinary.residence are determined. In particular: 


(a) the maintenance of a place of abode in the 
. United: Kingdom should cease to be of decisive 


-m 


E importance in determining residence; 


(b) the test of residence in the case of the ordinary 
resident should be put on a precise time basis 
(paragraphs 293 to 295). 

(79) Section II of the Finance Act, 1956, susti» 

covers the above, but it should be extended to all 

taxpayers and all types of income. The Council 

reiterates the submission contained in paragraph 69 

_ (b) of its memorandum to the Royal Commission that 
statutory force should be given to the concession 
= under which a person who comes to the United 
. Kingdom to take up permanent residence, or who 
ceases permanently to reside in the United Kingdom, 

is not charged to United Kingdom taxation tn 

respect of a period greater than that spent tn the 

United Kingdom in the year of assessment. l 

- (80) The benefit of the remittance basis for overseas 
income should be made available to any aliens who, 
though domiciled in the United Kingdom, are not 
ordinarily resident here. (paragraph 296). 


Payments for Hire or Use of an Asset. 


(81) Recurring payments for business purposes for 
the hire or use of an asset should be deductible in 
computing the payer’s profits and taxable income of 
SR recipient (paragraph 404). . 


"Unexhausted Capital Allowances | 


—77(82) Unexhausted capital allowances and investment 


allowances should be capable of set-off against general 


income for any future year (paragraph 506). (See also 
andum. i 


paragraph:119 of this memor 


‘Double Taxation Relief: 


(83). "The rule that in order to rank for double 
taxation relief an. overseas tax must correspond to 
United ‘Kingdom income’ or profits ‘tax should~be 
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maintained, but the limitations automatically excluding 
from consideration irrespective of their nature (a) 
provincial, cantonal, etc., taxes in anon-Commonwealth 
territory, (b) municipal: taxes, should be abolished 
Dare aps 699 and 701). 

: (84) The relief for ‘indirect tax’ (i.e. tax borne by an 
overseas company on profits out of which a dividend 
is paid) now given in the case of Commonwealth 
territories and, under bilateral agreements, certain 
other countries, should be available for all such tax on 
proof of the relevant facts (paragraph 708). 

(Gei Where a shareholder resident in the United 
Kingdom receives a dividend from a company resident 
in another, country, relief to the shareholder in respect 
of tax imposed in a third country on profits or income 
accruing to the company. in that third country should, 

like the relief for ‘indirect tax’ mentioned in the 
preceding paragraph of this EE be generally 
available (paragraph 766). ` 


Schedule A 


(86) Schedule A assessments should be enable of 
annual revision, thus obviating the need for many of 
the separate “excess rent’ assessments required under 
existing law (paragraph 838). 

(87) Gross annual value under Schedule A should 
be determined by the rent paid by the occupier 
(adjusted as appropriate), or the gross annual value for 
rating purposes, whichever is the higher (paragraph 
844). 

(88) The majority of the Royal Commission report 
that some exception from the above rule is necessary 
because assessments of weekly and monthly let 
properties and of blocks of tenements or flats are made 
on the landlord direct and an attempt to assess each 
tenant direct in respect of his quantum of beneficial 
interest would be very formidable (paragraph 846). 
'They therefore refer to a proposal of. the Board of 
Inland Revenue (set out in paragraph 845 of the report) 
that no tax should be charged in respect of any element 
of beneficial occupation enjoyed by the tenants of 
houses let at controlled. rents. and local authority 
houses let at subsidized rents. 

(89) It ts assumed that flats are included in the 

reference to ‘houses’. Under the above proposals, tax 

on the beneficial occupation enjoyed. by a tenant 
would be collected from the landlord where the 

Schedule A assessment is made direct on him in 

respect of a tenant paying a rent smaller than the 

rateable value — 

(a) of a flat which ts outside rent restriction, or. 

(b) of a house let on a monthly or weekly basis and 

not subject to rent restrictton. 
_ The Council therefore suggests that in such cases the 
~ landlord should have the right to request that the 
assessment ts served on and tax collected from the 
occupier, who would subsequently deduct the appro- 
priate tax when he pays his rent. This would relieve 
-~ the landlord of tax on the tenant's beneficial 
occupation. In this way the landlord of such a tenant 
would be placed in the same position as the landlord 
of a tenant who does not fall within (a) or (b) above. 

(go) Legislation is required to secure in certain 
special cases that the benefit of the statutory deduction 
shall ‘be enjoyed by the person in fact liable for Ve 
repairs (Paragraph 876). 
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(63) The above recommendation has been made in 
spite of advice from the Board of Inland Revenue 

- that it ts not necessary at the present time to propose . 
any further limitations on the transfer of income by 
covenant. The Council agrees with the Board's view. 
Transfers of capital assets to trustees of a discretion- 
ary trust would have the same effect on the tax 
liability of the donor as would the use of a covenant, 
but the Royal Commission make no recommendation 
concerning the income derived from assets so trans- . 
ferred. The argument of the Royal Commission (that 
under a covenant transferring income to a dis- 
cretionary trust, the income in question does not 
become the regular income of somebody else for a 
commensurate period) does not carry conviction 
because the income from assets transferred to a dis- 
cretionary trust also does not become the regular 

. income of someone else. The Council takes the view 
that the effective alienation of the taxpayer’. s income 
should be the conclusive consideration. 


(64) The maker of a covenant in favour of a child, 
grandchild or other member of his family should be 
required to produce each year formal declarations by 
himself and the beneficiary as to the absence of any 
agreement or understanding for the return, direct or 
indirect, of any part of the benefit (paragraph 161). 


(65) The Council considers that the inclusion of the 
word ‘indirect’ as a qualification of ‘return of any 
part of the benefi is inappropriate. The word 
‘indirect’ is vague and uncertain and might lead the 
Inland Revenue to disallow many bona fide covenants. 
The method by which a minor would be expected to 
give a formal declaration would require to be solved. 


Charities 


(66) À more restrictive definition of charity for tax 
purposes should be enacted (paragraph 17 5). 


(67) The Council cannot support the above recom- 
mendation. Many social service organizations, 
essential to a modern community and not provided 
by the State, would have to cease or curtail their 
activities tf the definition of the Royal Commission 
is adopted. Also many existing organizations which 
at present claim the taxation privileges of a charity 
may find themselves unable to meet commitments 
undertaken on the assumption that their income is 
exempt from income tax. If legislation should be 
introduced, 1t should allow a generous interim period 
to give such organizations sufficient time in which to 
rearrange their affairs. 


‘Surplus on Sale of Assets 


(68) Surpluses realized on the sale of assets qualify- 
ing for capital allowances should be subject to tax, 
except in the case of ships built before 1946 or 
Pob EE buildings and works (paragraphs 391 to 
393). 


(69) The Council does not agree that there is good 
ground for this change in the legislation relating to 
capital allowances. The safeguard needed by the 
Exchequer is the one already provided, namely, that 
a balancing charge can be made to recover the whole 
of the allowances previously granted where the 
proceeds are greater than cost. What the Royal 
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Commissien’s recommendation would do would be to 
introduce a form of capital gains tax and this would 
be directly contrary to the decision of the majority of 
the Royal Commission not to r that capital 
gains should be brought under a general charge to 
income tax or surtax as constituting income. 


(7o) If, nevertheless, the recommendation of the 
Royal Commission were adopted the Council con- 
siders that the taxpayer should at the outset be given 
the option, in relation to any particular capital 
expenditure, of either taking capital allowances with 
the risk of a ere GEN 
not taking capital allowances. Moreover, special 

rules would be required to adjust the surplus on the 
sale of an industrial building which has been subject 
to notional allowances. 


2a 


(71) A loss in farming or market gardening should 
not rank for set-off against the taxpayer's general 
income unless the activities giving rise to the loss are 
Jy a carried on on a commercial basis (paragraph 
494 

(72) In paragraph 494 of the report of the Royal 
Commission the suggestion ts made that ‘husbandry’ 
in Section 526 (1), Income Tax Act, 1952, should 
be defined as ‘carried on on a commercial basis with a 
view to the realixation of profits, and that the 
definition of ‘market gardening’ should also contain- M 
the words ‘on a commercial basis with a view to the 
realization of profits. The Council has no evidence 
that such words will help to distinguish between an 
activity 1n the nature of a trade and one in the 
nature of a hobby. It is a questton of fact in each case 
but the Council foresees a serious risk that, in the 
administration of such a provision, a profit would 
become the sign of a taxable activity and a loss the 
sign of a hobby. 


Capital Dividends 


(73) Special dividends paid by a company out of 
capital profits not themselves chargeable in the hands 
of the company should be regarded as texable income 
of the shareholders (paragraph 805). 

(74) The above recommendation appears to be $ 

sistent with the decision cf the majority of the R 

Commission not to recommend the taxation of capital 

gains. 


Farm Losses 


III. RECOMMENDED CHANGES WHICH THE 

COUNCIL CONSIDERS SHOULD BE MADE 

AS SOON AS POSSIBLE, BUT TO WHICH 

IT DOES NOT ATTACH THE HIGHEST 
PRIORITY 


Post-cessation Receipts 


(75) Post-cessation receipts which now escape 
by accruing after a trade or profession has come to an 
end should be rendered taxable, but only. when the 
recommendations summarized at (1) and (8) of the 
Conclusion to the Reports have been implemented 
(paragraph 262). The method of charging such 
receipts should take due account of expenses of 
collection and unrelieved losses in the trade or pro- 


fession (paragraph 264). 
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Failure to Deduct Tax ; 


(46) Where a right of deduction of tax has been 
overlooked at the proper time the maker of the payment 
in question should have a legal right of recourse 
against the recipient (Paragraph 997) and an analogous 
right should be conferred on an employer who fails to 
deduct the full amount of the tax due from an employee 
under P.A.Y.E. (paragraph 996). 


Time Limits 


(47) A uniform period of thirty days should be 
adopted for all time limits now less than thirty days 
(paragraphs 1006 and 1007). l 

` ^ There should be a comprehensive recasting of 

e longer time limits. Prima facie six years should be 

— owed; but in special cases a shorter period of two 
years would be appropriate (paragraph ror 2). 

(49) It seems that time limits are operating one way 
only. On the one hand the Inland Revenue issue 
invitations to pay out-of-date tax while on the other 
they adhere rigidly to time limits when claims for 
repayments or reliefs are submitted. The Council 
suggests that when an intimation that a claim will be 
submitted has been made within the time limit, the 
claim, even though submitted late, should be treated 
as within the time limit. 


CS Small Incomes 


(50) A specific minimum relief should be introduced 
or the purpose of affording a graduated exemption 
it in favour of the smallest incomes (paragraphs 169 
723 170 of the second report). 
—^ (51) Paragraph 165 of the second report contains a 
related recommendation that there should be a 
reduction of the amount of the special personal 
allowance granted to a married woman in respect 
of her earnings. The Council does not wish to com- 
ment on this separately from the views expressed 1n 
` paragraphs 31 to 33 of this memorandum. 






Child Allowance 


2) The title to child allowance of an adoptive 

who maintains it should not be defeated by the 

of the natural parent if the latter makes no con- 

,-Jütion to the cost of its maintenance: and where both 

“contribute to the cost the allowance should be 
apportioned (paragraph 186 of the second report). 

(53) Child allowance (and not dependent relative 
allowance) should be granted where a child over 16 
and under 21 is or becomes incapacitated (paragraph 
193 of the second report). 






Dependent Relative Allowance 


(54) Dependent relative allowance should be 
available without proof of incapacity where the mother 
of the taxpayer (or of his wife) has been deserted by 
her husband (paragraph 200 (a) of the second report). 


Overlapping Allowances 


(55) Suitable provision should be made to regulate 
cases where a taxpayer is ostensibly entitled to allow- 
ances for the same person in two different capacities, 
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or where two different taxpayers each Have a claim for 
an allowance in respect of the same person (paragraph 
200 (d) of the second report). 


Incapacity 

(56) Grave incapacity (comparable to the 100 per 
cent disability recognized in the administration of war 
pensions) should give rise to a claim for a tax allowance, 
which should be at least {100 (paragraph 203 of the 
second report). This would supersede the anomalous 
and limited relief that is now available in those cases 
where an incapacitated taxpayer has an unmarried 
daughter to look after him (paragraph 201 of the 
second report). 


Housekeeper Allowance 


(57) The title to housekeeper allowance of a widow 
or widower who requires assistance in looking after a 
young child should not depend upon the employment ' 
of a housekeeper who is resident with the claimant 
(paragraph 200 (c) of the second report). 

(58) 'The housekeeper allowance now granted solely 
on account of the taxpayers widowed status and 
without reference to the care of young children should 
be abolished (paragraph 207 of the second report). 

(59) The Council, however, considers that a house- 

keeper allowance should be granted to single 

(including widowed) taxpayers over a certain age 

(such as 65 years for men and 60 years for women) 

down to the time that they qualify for the dtsability 

allowance proposed for the aged; 1n paragraph 204 

of its second report the Royal Commission suggest 

that a disability allowance should commence at 75 

years of age. The Council reiterates the submission 

regarding housekeeper allowance contained in para- 
graph 194 (a) and (c) of its memorandum to the 

Royal Commission: | 

*(a) The allowance should be available even though 

the child allowance is not obtained because the 
child's income is in excess of the maximum for 
that purpose. 

(b .... 

(c) The allowance should be available in respect of a 

male person employed.’ 


II. RECOMMENDED GHANGES WHICH THE 
COUNCIL DOES NOT APPROVE AND CON- 
SIDERS SHOULD NOT BE IMPLEMENTED 


Isolated Transactions 


(60) In order to promote consistency in the 
imposition of liability on profits from isolated trans- 
actions in the nature of trade all appeals in this field. 
should be heard by the Special Commissioners (para- 
graph 117). 

(61) The Council attaches importance to the pre- 

servation of the taxpayer's option to appeal to the 

General Commissioners. 


Covenants 


(62) Covenants for the purpose of discretionary : 
trusts should be rendered ineffective for tax purpos 


(paragraph 157). | | 
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The Council has noted that legislation will, if possible, be 
introduced tn the next Budget. 


Graduation of Income Tax and Surtax 


(31) The following changes recommended in Part II 
of the second report of the Royal Commission should 
be given the highest priority: 

(i) The child allowance should, within fixed 
limits, vary with the size of the taxpayer’s 
income, with a tapering provision where the 
child’s income exceeds the statutory limit. 

(ii) The upper limit of earned income relief should 
be raised. 


(iii) The starting point for surtax should vary with 

the taxpayer’s family circumstances. 

(32) The Council considers that in view of the fall in 

during the past two decades, 

personal allowances, reliefs and the starting point 
for surtax should be put at realistic figures. 

(33) The Counctl wishes to reiterate its view ex- 

pressed tn paragraph 202 (a) of its memorandum to 
the Royal Commission. This was as follows: 

‘The taxation penalty on marriage and the corres- 


(O Thesuariad personal allowances double the 
allowance for a single person. 

(GC The reduced rates of tax are applied 
separately to the taxable income of the 
husband and the taxable tncome of the wife, 
whether the tncomes are earned or unearned. 

(ii) Any limit on earned income relief is applied 
separately to the earned incomes of the 
husband and wife. (If this ts not accepted, 
the present additional personal allowance in 
respect of a married woman's earned income 
should be retained.) 

(Go) The total surtax liability is the aggregate of 
the amounts of surtax which would be payable 
on the income of the husband and wife if 
computed separately.’ 


. B. RELATIVELY MINOR POINTS 
Benefits in Kind and Expenses 


(34) The scope of the special legislation dating from 
1948 which regulates the tax treatment of benefits in 
kind and payments to reimburse expenses when 
received by a company director or by an employee 
with remuneration of £2,000 or more should be 
modified as follows: 

The legislation should apply to any person, 
whether director or employee, with remuneration of 
£2,000 or more, but not to a director with remunera- 
tion below that figure unless he is a controlling 
director of a director-controlled company (fara- 
graphs 218 and 228). 

(See also paragraph 105 of this memorandum.) _ 

(35) A director should be entitled to the same 
exemption as an employee in respect of living accom- 
modation which is customarily or necessarily provided 
on the business premises and which he is required to 
occupy for the proper performance of his duties 
(paragraph 219 (2)). 
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(36) The Inland Revenue should abandon its 
attempt to take so-called ‘home savings’ into account 
under the special legislation (paragraph 232). 

(37) Where a taxpayer follows two or more separate 
callings, relief should be given for the cost of travelling 
between his principal place of work and any place 
where a subsidiary calling is exercised (paragraph 241). 


Overseas Mines 

(38) As recommended by -the first Tucker Com- 

mittee: 

(a) When an overseas mine or mining concession 
comes to an end a balancing allowance should 

- be available for the cost of land forming the site 
of works, etc., or sports grounds nearby (para- 
graph 446). 

(P) Capital allowances should be granted for the 
cost of offices at overseas mines: these and the 
present allowances in respect of  workers' 
dwellings should be calculated by the ‘output’ 
formula (paragraph 447). 


Partnerships | 








have the full amount recognized as a loss while the full 


(40) Partnership charges in excess of p 
income should be regarded as franked to. 
that, on apportionment between partners according to 
their interest, they would be covered by taxed persona! 


income (paragraph 513). 


Schedule A 


(41) A tenant-occupier’s right to recover Schedule A 
tax from his landlord should be strengthened (para- 
graph 909) and the rules as to the collection of Schedule 
A tax should be reviewed with a view to ensuring that 
changes of occupation shall not have the result of 
leaving tax to be borne by the wrong person (para- 
graph 91 4). 

. (42) Steps should be taken to clarify the law as to 
the person liable for payment of the Schedule A tax 
in cases where a substantial premium has been Ga —~ 
for a tenancy of a flat (paragraph 91 5). 

(43) The annual value of a Church of England 
parsonage house should cease to be attributed to the 
incumbent as income, and the provision which dis- 
qualifies a charitable body from claiming exemption 
under Schedule A when a trust property is in the 
occupation of an officer or servant with a total income 
of £150 or more should be repealed (paragraph 922). 

(44) The Council accepts the. recommendations 

referred to tn the preceding paragraph, the first on 

practical grounds and the second on grounds of 
principle. The Council has evidence of anomalies in 
the operation of the law as it stands at present -in- — 
relation to representative occupation, and it con- 
siders that the present interpretation of that term 
requires reconsideration. 


Certificates of Tax Deduction 


(45) It should be obligatory to supply a certificate of 
deduction of tax if the recipient of the payment asks 


for one (paragraph 996). 
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computing profits, the deduction of annual amounts 
for the amortisation of all capital expenditure 
other than that incurred on the acquisition of non- 
depreciating assets, such annual amounts to be cal- 
culated on accepted accounting principles, All 
amortisation allowances should be based on ‘cost of 
asset’ to the present owner. 


Depletion Allowances 


(12) A depletion allowance should be granted for the 
cost of acquiring, after an appointed day, mineral 
rights or areas in the United Kingdom. This should 
cover the cost of acquisition less any residual value at 
the close of working (paragraph 445). 

_(13) The existing depletion allowance for overseas 
“minerals should be brought into line by the removal 
of the present limitation by reference to the cost to 
the first United Kingdom purchaser (paragraph 445). 


Stock Valuation 


(14) Since no single method of stock valuation 
should be imposed a trader should be permitted to 
adopt any proper method that is suited to his business, 
subject to safeguards relating to the effect of a change 
from one method to another (paragraphs 472 and 473). 


Profits Tax 


(15) It being necessary that company profits should 
tinue to be subject to taxation that is more than a 
ere attempt to collect personal income tax in advance, 
-this necessity should be met by simplifying the 
ng profits tax so as to make it a flat-rate tax on 
4 profits (paragraph 553). 
(16) The Council regards it as axiomatic that with 
the introduction of a flat-rate profits tax, potenttal 
liabilities in respect of non-disiribution relief will be 
cancelled. 
(17) The Council considers that under any recasting 
of Pone tax adequate deductions should be allowed 
for such items as directors! remuneration, interest 
and other payments to directors of director- 
controlled companies. 


(18) When profits tax is so recast the exemption and 
abatement reliefs should be dropped (paragraph 557). 
~~u) “Under the flat-rate profits tax industrial and 
provident societies should be taxed on the retained 
balance of profits (paragraph 573). 

(20) *Only the retained balance of building societies’ 
profits should be charged — at the undistributed rate, 
pending the introduction of the flat-rate form of the 
tax (paragraph 577). 

(21) *Concurrently with the simplification of the 
profits tax (paragraphs 15 and 17 above) the related 
anti-avoidance provisions should be cut down in 
number (paragraph 1033). 

"The recommendations in the three preceding 

paragraphs are not in themselves regarded as major 

~: points to which the Council attaches the highest 

priority but they are 1ncluded in this section because 

they are related to the major change dealt with in 

paragraph x5 to which the Council does attach the 
highest priority. 

Double Taxation Relief 


(22) The Royal Commission expressed the view 
that if its recommendation in favour of a current-year 







basis of assessment should fail to secure acceptance, 
the case for a remedial provision would be very strong 
indeed in order to remove the anomaly whereby one 
year’s double taxation relief is denied to a taxpayer by 
reason of the commencing and ceasing provisions of 
Schedule D (paragraph 744). 


Current-year Basis of Assessment 


(23) Schedule D tax should be assessed on a current- 
year basis: 

(a) under Cases I and II, for companies only 
(paragraph 776); 

(b under Cases IV and V, for all taxpayers 
(paragraph 789). 

(24) The Council adheres to its opinion, expressed in 

paragraph 314 of its memorandum submitted to the 

Royal Commission, that assessments under Case III 

should be on a current-year basis. 


Surtax Directions, Section 245, Income Tax 
Act, 1952 


(25) The income chargeable to surtax under the 
legislation relating to close corporations should, in the 
case of a close corporation which is not an investment 
company, be that part only of the corporation's 
undistributed income which it would have been 
reasonable to distribute (paragraph 1038). 

(26) The Council considers that, so long as profits tax 

continues to be charged in its present form, any 

income of a company on which surtax has been 
charged under Section 245 should be exempt oe 
profits tax. 


Company Emigration 
(27) The section which prohibits ‘company emi- 
gration’ without Treasury consent might well be made 
subject to annual re-enactment so as to mark its 
character as an emergency provision which should be 
abrogated when the emergency that brought it into 
existence has receded (paragraphs 1046 and 1047). 


Business Records 


(28) Every person carrying on a trade, profession or 
vocation should be under an obligation to keep 
certain business records unless a dispensation is given 
by the local Inspector (paragraphs 1052 and 1054). 


Overseas Profits 


(29) The Royal Commission (paragraph 58 of the first 
report) recommended that the United Kingdom 
Government should be authorized by statute to 
enter into special agreements with other countries for 
the purpose of making fully effective their ‘Pioneer 
Industries Concessions’. The Council has noted that 
legislation has been definitely promised for the mext 
Budget. 

(30) The final report contains the following recom- 
mendation: ‘A scheme should be introduced for 
recognizing a special category of overseas trading 
concerns to be styled “overseas trade corporations", 
the profits of which would be exempted from tax so 
long as they were undistributed. This category should 
be defined so as not to preclude the exercise of central 
management and control within the United Kingdom, 
but should in other respects be strictly limited with 
regard to any internal activities (paragraph 689). 
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ROYAL COMMISSION RECOMMENDATIONS 
MEMORANDUM ON PRIORITIES 


Submitted by the Council of The Institute of Chartered Accountants 
in England and Wales 


We reproduce below the full text of a memorandum submitted to the Chancellor 

of the Exchequer by the Council of The Institate of Chartered Accountants in 

England and Wales, suggesting an order of priority for the implementation of the 

recommendations of the Royal Commission on the Taxation of Profits and Income. 
A leading article on the memorandum appears on another page. 


INTRODUCTION 

(1) At a meeting on May 28th, 1956, between 
representatives of the Board of Inland Revenue and 
representatives of the Institute, the Board's representa- 
tives indicated that it would be helpful if the Council 
of the Institute were to suggest an order of priority for 
the implementation of the recommendations of the 
Royal Commission on the Taxation of Profits and In- 
come. This memorandum therefore sets out the 
Council's views. 


— (2) The recommendations of the Royal Commission. 


(excluding those on administration which are sum- 
marized at items 60 to 72 of paragraph 109o of the 
final report of the Royal Commission) have been 
grouped in this memorandum into the following five 
categories: 
I. Recommended changes to which the Council 
attaches the highest priority — 
A. Major points. 
B. Relatively minor points. 
II. Recommended changes which the Council 
does not approve and considers should not be 
implemented. 


Recommended changes which the Council 
considers should be implemented as soon as 
possible, but to which it does not attach 
the highest priority. 

Recommended changes which the Council 
considers desirable but to which it does not 
attach any urgency. 


V. Recommended changes on which the Council 
expresses no view. 


The order in which the recommendations are shown 
within each of the categories I, III and IV is not an 
order of priority; in general it is the order in which the 
recommendations are dealt with in the reports of the 
Royal Commission. Paragraph references are to 
paragraphs of its final report unless ‘otherwise stated. 

(3) The recommendations of the Royal Commission 
are stated here in the terms in which they are sum- 
marized in the reports of the Royal Commission. 
Where the Council considers that comment on the 
recommendation is necessary, the paragraph repeated 
from the Commission’s report is followed by the 
Council’s comments, printed in italics. 

(4) The memorandum ends with an additional 
Section VI directing attention to a number of matters 
to which the Council attaches importance but which 
are not dealt with in the recommendations of the 
Royal Commission. 


HI. 


IV. 


I. RECOMMENDED CHANGES TO WHICH . 
THE COUNCIL ATTACHES THE 
HIGHEST PRIORITY 


A. MAJOR POINTS 


Deductible expenses 


(5) The Schedule D rule governing deductible 
expenses should be declared by statute not to involve 
the test propounded by Lord Davey in Strong & Co of 
Romsey Ltd o Woodifield (paragraph 128). 

(6) The Schedule E rule governing deductible 
expenses should be amended to permit the allowance 
of expenditure ‘reasonably incurred for the..appro- 
priate performance’ of the duties of the office o 
employment (paragraph 1 40). 


Fluctuating Incomes 


(7) To mitigate the hardship that progressive 
taxation causes where incomes accrue with marked 
irregularity, a fall in total income from one year to the 
next of at least 50 per cent should entitle the Rep 
to relief by averaging (paragraph 203). 

(8) The Council considers that the 50 per cent test 

suggested above 1s too stringent and does noi fully 

recognize how inequitably a graduated system of 
taxation falls on fluctuating incomes. The Council 
therefore suggests that in order to qualify for this 
relief a taxpayer should be required to show that his 
income for the year was at least 20 per cent less than 
his income for the previous year. This would accord 
with the basic percentage taken for the purpose 
of earned income diminution relief which was granted 

for the years 1939-40 to 1946-47, 

. (9) Lf the recommendation of the Royal Commission, 
' set out in paragraph 7 above, were adopted without 
the modification suggested in paragraph 8 the 

Council would not be in agreement with the con- 

sequential recommendation made by the Royal 

Commission (paragraph 207) that the special 

provisions for the spreading of certatn receipts from 

the sale of literary, etc., copyrights should be 


repealed 
Capital Allowances 
(10) Capital allowances should be given for com- 
mercial buildings (paragraph 382). 

(r1) The Council does not agree with the view 
expressed by the Royal Commission that a change 
from the present system ts not an urgent require- 
ment. The Council considers that new legislation 
should be introduced as soon as possible to permit, in 


728 





. March 30th, 1957 


| ‘Report and Accounts 1956’. The metamorphosis of 
the 1955 figures will be evident. 


TABLE 2 
HoLDING COMPANY Pnorrrs AND DIVIDENDS 
1956 1955 
i Million Million 
NET PROFIT AVAILABLE AFTER TAXATION 4'5 So 
Less Amount set aside for increased 
replacement. cost of fixed 
assets in 1955 (Note 5) .. — 2:0 
BALANCE AVAILABLE FOR DISTRIBUTION 4'5 6-0 
Add Amount set aside for taxation 
in previous years, no longer 
uired is T NS — or 
el. Ve i lA. bii 
4'5 D'A 
Less Outside shareholders! interest 
in net profit of subsidiaries o'r O'I 
BALANCE ATTRIBUTABLE TO A.E.I. LTD. 4:4 6:3 
Less Amount retained by subsidiaries — 073 31 
BALANCE AVAILABLE FOR APPROPRIATION | 
by the holding company Ari 33 
DIVIDENDS — paid and proposed (net) £28 £22 





Unfortunately, we are not provided with ‘profit’ 
figures for 1956 on a 'replacement cost' basis, for 
comparison with the original 1955 figures. In the 
following table, therefore, I repeat the 1955 figures 
from Table 1, to which I have added purely specu- 
ive figures for 1956 ‘profits’, had they been com- 
ed on a similar (i.e. ‘replacement cost’) basis. 
"a 'TABLE 3 
HorprNG COMPANY ‘PROFITS’ AND m 
195 






1955 


NET PROFIT AVAILABLE FOR DISTRI- Million Million 
BUTION, after setting aside £23 
million to reserve for increased re- 
placement cost of fixed assets (1955, 





Á2 million) .. ix D Sg 2:3 6:0 
Add Amounts previously set aside, 
no longer required .. ls — o4 
toe 23 6:4 
Less Outside shareholders' interest 
in net profit of subsidiaries — or O'I 
BALANCE ATTRIBUTABLE TO A RI LTD 2:2 6:3 
Less Amount retained by subsidiaries — o? 3 
BALANCE AVAILABLE FOR APPROPRIATION 
by holding company s. hi9 £32 
DrviDENDs - paid and proposed (net) £28 £22 





Whether or not the reformation resulted from the. 


inevitable conflict between incorrect theory and 
‘irrefragable fact, or— as I would like to believe - 
from a dispassionate re-appraisal of Recommendation 
XV — the plain truth is that such events were foreseen 
by the Council of the Institute, and illuminated by 
paragraph 311 of the Recommendation: 
The adoption of any new conception of profit, whether 
based on the replacement cost method, the writing-up of 


fixed assets, the current value method, or the index 
method, would raise much wider questions than the 
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computation of business profits. A conception based on 
the index method would raise the whole question of the 
effect of changes in the purchasing power of money on 
rights expressed in monetary terms. Important economic 
and social issues would then need consideration and some 
of these would also arise if a conception of profit based: 
on any of the other three methods were adopted. The 
following are some of the questions that would need 
consideration: 

. . . (f) The position of persons who have acquired 
investments on the basis of annual accounts or prospectus 
statements prepared in accordance with existing account- 
ing principles, if the adoption of a new conception of 
profit would result in dividends, including those on 
preference capital, whether or not cumulative, being 
reduced or passed. 


But, let us abandon speculation regarding the 
reason for the tergiversation. Does it not suffice that 
one who had strayed is gathered back into the fold? 
‘Joy shall be in heaven over one sinner that repenteth, 
more than over ninety and nine just persons, which 
need no repentance.’ | 


Yours faithfully, 
London, SWI. J. CLAYTON, A.C.A. 


Stores Accounts 
SIR, ~ A short time ago I introduced into the stores 
accounting system of my company a feature which 
has proved so simple and beneficial that others may be 


. interested. I do not think it can be unique but as yet 


I have never met anyone else who uses it. 

Presupposing the use of bin cards, which are 

adjusted by the storekeeper when he issues from the 
bin, this feature involves entering the stock figure on 
the requisition slip. _ 

The fact that every requisition slip shows what 

stock is left in the bin means: 

(1) The stocks of ‘moving’ items are known at once, 
and the head storekeeper can flick through the 
requisitions at any time of the day and see which 
are running low; 

(2) There is a check on the accuracy of bin cards, 
requisitions and stores ledger, because when 
issues are posted in the stores ledger the balance 
should agree with the stock shown on the requisi- 
tion slip. 

This feature, therefore, covers two vital needs: 

the immediate stock position, and an automatic 
check on clerical accuracy. 


Yours faithfully, 
Chesterfield, 


T. S. WELCH, A.C.A. 

. Goodwill: Builders and Decorators 
Sir, — We have been asked to find out the method by 
which the goodwill could be ascertained of a company 
carrying on business in a modest way as a suburban 
builder and decorator. 

In the case under consideration, the company is 
quite prosperous, this being largely attributable to the 
activities of one of the directors who is a skilful 
builder who has arrived at his position by years of 
good service as an employee of the company. 

Yours faithfully, 
ER A & CO, 


—— 
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ExzcuTORSHIP LAW AND - ACCOUNTS, a manual for inter- 
mediate students, by Charles E. Perry, F.C.A., F.8.A.A., and 
O. Griffiths, M.A., LL.B., Barrister-at-Law. 11th edition 
revised by O. Griffiths, M.A., LL.B., and S. C. Hough, 
A.I.B. Vilit+aas pp. 9X 6, 173 6d. Textbooks Ltd, Harpen- 
den, Herts. 

Tue Law or RESTRICTIVE TRADE PRACTICES AND MONO- 
POLIES, by R. O. Wilberforce, Q.c., A. Campbell, M.A., 
and N. P. M. Elles, M.A., Barristers-at-Law. xxiv Lëns 
pp. 10% 6. £4 4s. Sweet & Maxwell Ltd, London. 
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CENTRAL BANKING AFTER BacEgHOT, by H S. Sayers. 
8$ X 5$. 149 pp. 18s net. Oxford University Press, 
London. 

Descrrrtrve Economics, by C. D. Harbury. 7} X 5. 
Xiv n 258 pp. ra: net. Sir Isaac Pitman & Sons Ltd, 

naon. x 

ONE THOUSAND QUESTIONS AND ANSWERS ON COMPANY 
Law, by Frank H. Jones, F.A.C.C.A., A.C.1.8., and Ronald 
Davies, M.A., Barrister-at-Law. 9 X 54. xiv + 370 pp. 
27s 6d net. Jordan & Sons Ltd, London. 


Correspondence 


Letters must be authenticated by the mame and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Replacement Cost: R.I.P. 
SIR, — I have commented in your columns, from time 


to time (e.g. March rst and April sth, 1952, issues) 


on the inconsistent — indeed contradictory — approach 
to depreciation by different exponents of replace- 
ment -cost’. Each distorts current profits by 'pro- 
viding’ sums in excess of proper amortisation charges, 
based on historical cost. But those who, in order to do 
so, first write up fixed assets, thereby demonstrate 
that previous provisions, on an historical cost basis, 
have been excessive; whereas those, whose heresy 
is confined to the profit and losss account, thereby 
assert the inadequacy of (historical) depreciation. 

It was, therefore, with particular interest that I 
studied the latest accounts of Associated Electrical 
Industries Ltd, formerly a striking exposition of 
‘replacement cost’ accounting. These accounts 
represent a commendable return to the principles set 
forth in Recommendation XV of the Council of the 
Institute which, if I may borrow a phrase from my 
friend Mr Harry Norris, ‘provide practical working 
rules for approximating to the theoretical ideal’ 
(March 22nd, 1952, issue). 

Neither the accounts nor the directors’ report offer 
any explanation for this sudden - though welcome — 
reform. But, with proselytizing zeal, the new-found 
faith is upheld for the benefit of those who have yet 
to repent. Thus it is dealt with twice, in successive 
notes to the accounts: 


NOTE 5. RESERVE FOR INCREASED REPLACEMENT COST OP 
FIXED ASSETS: 

As mentioned in the Directors’ report on page 6, the 
directors have decided not to make any addition to this 
reserve in 1956. At December 31st, 1955, the reserve 
amounted to £7,892,857, of which the sum of £3,887,840 
has been transferred to general reserves of subsidiary 
companies, and included with their undistributed profits, 
and £5,017 to other reserves of the holding company. 


NOTE 6. SUBSIDIARY COMPANIES UNDISTRIBUTED PROFITS? 
The movements during the year were as follows: 


Balance at December 318t, 1955 .. 15,792,401 
Add 'Transfer from reserve for increased 
replacement cost of fixed assets 

(Note 5) . T 7,887,840 

Profit iud loss account 290,610 

£,23,970,851 





and, for full measure, twice again in the directors’ 

report: . 

AVAILABLE PROrrTS: As will be seen from the consoli- 
dated profit and loss account on page 12, the net profit 
of the group available after taxation was £4,459,713 
compared with the adjusted figure of £7,950,127 for the 
previous year, arrived at by adding back the sum of 
£1,987,249 set aside for the increased replacement cost 
of fixed assets. 

REPLACEMENT Cost RESERVE: The amounts set aside in 
earlier years to the reserve for increased replacement cost 
of fixed assets have not been applied to writing down 
fixed assets. Since this is an entirely free reserve it has 
been decided to transfer the total amount of the eserve 
to general reserves of subsidiary companies and to other 
reserves in the holdin g company. Consequently nothing 
has been added in 195 | 
In the absence of explanation for the change o 

heart, one can but hope that it was further con- 
sideration of Recommendation XV that proved so 
salutory. But detailed study of the accounts suggests 
the possibility that the accounting reform was 
dictated more by events than by theoretical philo- 
mathy. 

The following table i is derived from the ‘Report and 
Accounts 1955’, curtailing some of the information 
but, where practicable, using the language of the 
accounts. 





TABLE 1 
HOLDING COMPANY PROFITS AND DIVIDENDS SA 
1955 1954 
NET PROFIT AVAILABLE FOR DISTRI- Milion Milion 
BUTION, after setting aside 
£1,987,249 to reserve for increased 
replacement cost of fixed assets 
(1954, £1,404,000) Do 4°5 
Add Amounts previously set t aside, 
no longer required . à GA 03 
6:4 48 
Less Outside shareholders’ interest 
in net profit of subsidiaries o'I — 
BALANCE ATTRIBUTABLE TO A.E.I. LTD 6*3 48 -77 
Less Amount retained by subsidiaries — 3'1 2'4 
BALANCE AVAILABLE FOR APPROPRIATION 
by Associated Electrical Industries 
Ltd a i iu pus exc qua £2°4 
DrivibENDS - paid and proposed (net) {a2 Lrg. 





The following table is, similarly, derived from the 
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introduction to business economics. The back- 

round is admittedly American, but much of what 
br Knauth has to say is equally relevant to conditions 
in the United Kingdom. 


Conduct of and Procedure at Public, 
. Company and Local Government Meetings 
(Crew) 
Nineteenth Edition 
by T. P. E, Curry, M.A., Barrister-at-Law 
(Jordan & Sons Ltd, London. 15s net) 


Crew is the oldest extant, and probably the best- 
known, work on the law of meetings aa is in great 
demand as a text-book. The editor of the present 
edition has confined himself to the minimum of 
alteration in order to embody recent decisions and 
legislation. He has also reproduced more recent 
examination papers on the subject set by the Char- 
tered Institute of Secretaries and the Corporation of 
Secretaries, 

The book remains an eminently sound and com- 


Md 


prehensive work on a subject, the difficulties of which ` 


are often underestimated. The reviewer found only 
one discrepancy — 9 proxy form which is deposited 
too late to be valid for a meeting may nevertheless 
be valid for an adjournment of that meeting. In 
stating the contrary, the author overlooks Section 
P 136 (3) of the Companies Act, 1948. For the next 
dition it is suggested that the book would be ren- 
red of yet more value by the inclusion of a table of 
statutes. 


Income Tax Law and Practice 
Twenty-seventh Edition 
by Cecn, A. NEWPORT, F.A.C.C.A., F.T.I.L, 
H. G. S. PLungett, Barrister-at-Law 
(Sweet & Maxwell Ltd, London. 305 net) 
Two years have elapsed since the last previous edition 
was published but even in income tax law the changes 
— Which have taken place are not numerous. Such as 
‘there are have been dealt with in the book, which 
retains its attractive layout and the remarkable 
lucidity of expression for which it is already very 
well known. 


and 


The Corporation of Secretaries Manual 
on the Law of Meetings 


Third Edition 


by SEBAG SHAW, LL.B., Barrister-at-Law, and 
E. DENNIS SMITH, LL.M., Barrister-at-Law 
(Macdonald & Evans Ltd, London. 25s net) 
"The first change which one notices in this hand- 
somely produced volume is that the method of cita- 
tion of cases has been greatly improved. Since its 
first publication in 1947, the work has rapidly 
acquired a high reputation, and deservedly so. The 
period since the publication of the second edition 
has not produced many changes, so that material for 
the third edition required little alteration. 
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SHORTER NOTICES 


THe PRIVATE SECRETARY’S Desk Boor, by H. N. 
Munro, F.R.5.4., F.R.3.8. (Business Publications Ltd, 
in association with B. T. Batsford Ltd, London. 
12s 6d net.) Whether a private secretary serves a 
business man or a professional man, new business 
techniques require from her more awareness and the 
acceptance of increasing responsibility. One of the 
secretary's problems is the number of unusual 
questions to which she is -expected to have a ready 
answer. This book answers many such questions and 
is at the same time a useful ready reference work for 
dealing with administrative problems and routine; 
among its many sections are those on 'Abbreviations 
in common use’, ‘Forms of address’, ‘Commercial 


terms’, ‘Procedure at meetings’, ‘Postal services’, 
‘Office accounts’, ‘Filing’, ‘Report writing’ and 
‘Legal information’. | 


UwpERHILL'S Law RELATING TO TRUSTS AND 
TRUSTEES. Sixth cumulative supplement to Tenth 
Edition, by M. M. Wells, M.a., Barrister-at-Law. 


(Butterworth & Co , (Publishers) Ltd, London. 
net (by post 85); complete 
work 77s 6d (by post 79s 3d).) This new cumulative 
supplement brings the work up to date at September 
Ist, 1956, and contains brief accounts of recent cases, 
several of which have an important bearing in relation . 
to taxation. 


RECENT PUBLICATIONS 


Tax Cases, reported under the direction of the Board of 
Inland Revenue. Vol. 36, part 8. pp. | 527-586. 35 net. 
H.M.S.O., London. 

Tue JOURNAL oF Business LAW. pp. 1-120. 94 X 6. Quarterly 
or 6d. Annual subscription 30s post free. Stevens & Sons 
Ltd, London. 

Tue BRITISH JOURNAL OF ADMINISTRATIVE LAW, special 
‘Restrictive Trade Practices’ edition. x+64 pp. 94 x 6. 
Quarterly. Annual subscription 45s. Shaw & Sons Ltd, 
London. 

Hanson’s Dears Duttes, roth edition, supplement, Se? 
Henry E. Smith, LL.B.(LoND.). v+37 pp. 9$ x6. 8s 
Sweet & Maxwell Ltd, London. 

Tus ABC or Foreign ExcHAaNGES, by Norman Crump. 
i2th edition. viiid-374 pp. 7$ X 5. 16s. Macmillan & Co 
Ltd, London. 

THE LoGNORMAL DISTRIBUTION, with reference to 
its uses in economics, by ]. Aitchison and J. A. C. 
Brown. xviii d- 176 pp. 9$ X 6. 35s. Cambridge University 
Press, London. 

Spicer & PEGLER’S INCOME Tax AND Prorits Tax, zand 
edition, by H. A. R. J. Wilson, F.C.A., F.8.A.A. xxxix +683. 
pp. 81x eh, 30s, H. F. L. (Publishers) Ltd, London, 

BANKER AND CUSTOMER RELATIONSHIP AND THE ACCOUNTS 
OF PERSONAL CusroMERS, by L. C. Mather, B.COM., 
F.C.L8. 946}. 291 pp. 25s, Waterlow & Sons Ltd, 
London. 

APPRAISING THE Economics OF ELECTRONIC COMPUTERS, 
a approach for a company to determine the feasibility of 

cquiring a computer, by Frank Wallace. 106 pp. 94 6. 
Controllership Foundation Inc, New York. 

THe MANUAL op MoperNn Bustness EQUIPMENT, parts 
18-21. 84 X54. Each part 4s 6d net. Complete work (to 
consist of twenty-five parts, including two loose-leaf 
-binders) by subscription, £5 ss. Macdonald & Evans 
Ltd, London. 


Reviews 


Management Accounting for Agriculture 
by S. V. P. CORNWELL, M.C., M.A., F.C.A. 


(Gee & Co (Publishers) Ltd, London. 20s net; 

20s 6d post free) 
Here in a compact and simple work is the accountant’s 
answer to the management problem in agriculture. 
This is a most neglected field of management account- 
ing and for that reason the book is a welcome 
addition to the bookshelf of the accountant practising 
in rural areas, 

The author explains in detail the methods adopted 
by the National Agricultural Advisory Service in 
assisting the farming industry to become more 
efficient, and quite rightly points out that much more 
could be done by a proper liaison between that service 
and practising accountants. He also emphasizes 
throughout, the essential simplicity of the problem 
and does much to remove the erroneous impression 
that exists in many quarters that management 
accounting is some form of ‘black art’ which can only 


be practised effectively by those who have been | 


initiated into the magic circle. 

Another feature of the work which we commend 
is the adequate understanding and sympathy for the 
farmer's problem with his accounts, having to do 
most, 1f not all, of the clerical work himself and then 
only in the limited time available after the more 
pressing work of running the farm has been dealt with. 

The practical examples which are given to explain 
the methods used are kept to the essential minimum 
and easily understood. Although the theory of 
management accounting and its relation to standards 
and budgetary control are given the appropriate 
emphasis, the author rightly allows for the flexibility 
that must apply to the agricultural industry when 
compared with a manufacturing business. Pressure 
for higher wages and shorter working hours, and for 
reduction or removal of agricultural subsidies, must 
force the industry to look to its efficiency. The methods 
described in Mr Cornwell’s book can go a long way 
towards providing the answer. 


“Taxation’ Key to Profits Tax 
Fourth Edition 
edited by RONALD STAPLES 


(Taxation Publishing Co Ltd, London. ros net; 
10s 5d post free) 


Since the last edition of this excellent work was. 


published in 1953, profits tax has undergone some 
considerable changes, principally in the last eighteen 
months, It is most useful to have, in handy form, all 
the relevant legislation which is now scattered over 
no less than twenty-three different Acts. This 
occupies a considerable part of the edition, the text 
of which has been extended by some thirty pages. 
The additions are mainly in the sections on non- 
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distribution relief and groups of companies, these 
being the fields in which the greatest changes have 
taken place. In addition, there is a new section on 
amalgamations and reconstructions; there is also 
reference to an extra-statutory concession concerning 
persons holding multiple directorships. 


Guide to Security of Tenure for Business 
and Professional Tenants 


by DEgBOoRAH ROWLAND, Barrister-at-Law 
(Pergamon Press Ltd, London. 35s net) 


Part II of the Landlord and Tenant Act, 1954, 
brought a revolutionary change to the law relating 
to business tenancies, greatly strengthening the . 
position of the tenants and protecting them from the 
misfortune of having to find new premises at the 
termination of their contractual leases. The new law | 
is the reverse of simple — indeed, its draftsmen must | 
be numbered among the anonymous benefactors of | 
the legal profession — and it has already produced a | 
plethora of decided cases. In these circumstances, 
there was a great need for an accurate and lucid 
exposition of the law in narrative form, and tits Miss 
Rowland has provided, together with the legislative 
provisions themselves and the appropriate forms to 
be used in carrying out those provisions. 

Besides the expository matter, which covers abo 
a hundred pages, the book includes all the reported 
cases, and a number of unreported ones, up to 
October 1956, when the book went to Press. 


Business Practices, Trade Position 
and Competition 


by OswaLp KNAUTH 


(Columbia University Press, New York; Oxford 
University Press, London. 245 net.) 


'This, as the title ts, is a somewhat unusual ** 
book, by a writer with considerable experience of 
industry and academic teaching. It is a curious 
amalgam of economic history, economics, business 
and commercial practice, with reference to the 
United States economy. Various aspects of business 
and industrial practice, e.g. investment, patents, 
monopoly, competition and marketing problems are 
discussed 


'The author has a considerable facility for concise 
exposition and frequently there follows, after what 
may appear to be some almost commonplace obser- 
vations, a remarkably acute comment or jüdgmént.—3 
For example, in less than twenty small pages he 
contrives to say quite a lot on the subject of ‘the tool 
of accountancy’, including the problems created by 
the changing value of money. 

This reviewer has never read another book quite 
like this and would strongly recommend it to the 
newly-qualified accountant or to the finalist as an 
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Finance and Commerce 


The stock-markets have come through the strike 


troubles remarkably well. After the initial selling bout, 


which was largely professional, there was little 
pressure to sell; in fact the lower prices brought in 
investment demand. Industrial equities are now well 
above the pre-strike levels. 


P. & O. Information 


How many people, as they make that twenty-minute 
hop with their cars across the Channel from Ferry- 
field to Le Touquet by Silver City Airways, realize 
that this enterprise started with an Australian mining 
group in 1946? Its first objective was carrying its own 
personnel. The name ‘Silver City’ was, in fact, 
chosen because the mining company’s Australian 
interests were concentrated at Broken Hill, the 
‘Silver City’ of New South Wales. How many who 
take this easiest way of crossing the Channel also 
realize that they are travelling by P. & O. the great 
name in shipping? 

This is but a morsel of the information one finds 
in the new-styled report and accounts of the 
Peninsular and Oriental. Steam Navigation Co for 
the year to September 3oth, 19 56, issued last Wednes- 
day. 

We have in this publication a good example of the 
descriptive form: some small concession to the glossy- 
magazine school in the use of the inside of the cover 
for pictures but for the most part, factual, providing 
useful details about the P. & O. Group that could 
otherwise only have been obtainable by research. 


Ships and Services | 

Seven pages of this publication are given to a dis- 
section of the group which brings together such 
names as ‘P. & O.’, ‘British India Steam Navigation’, 
‘New Zealand Shipping’, ‘Federal Steam’, ‘Avenue 
Shipping’, “The Orient Line’, ‘Strick’, “Union 5.5. 
of New Zealand’, ‘General Steam Navigation’ (the 
oldest sea-going shipping company in existence), 
‘Eastern and Australian S.S.’, ‘Hain’, ‘Asiatic’, 
‘Nourse’, ‘Mogul’, ‘British Aviation Services’ (which 
includes ‘Silver City’), and four engineering com- 
panies. Each component of the group is described 
with its vessels and tonnage, as well as the services 
they carry on. a map showing the routes and new 
vessels ordered or under construction. 

~ Though these seven pages come at the end of the 
P. & O. booklet, we have started our commentary 
with them because company reports so often lack 
information of this nature; it is difficult sometimes — 
even, on occasion, impossible — — to see from the annual 
publication what a company does at all. 

The directors’ report in the opening pages is 
devoted to such problems as fleet replacement etc. 
The report points out that there is a profit, before 
taxation, of £12,573,047, but this is by ‘conventional 
accounting standards’ basing provision for replace- 


ment of assets, amounting to £9,866,890, ‘on their 
historical cost and not on their replacement cost’. 


Building Costs 


The consequences of failure to provide for the eas 
of inflation are emphasized and the story is continued 
in the ‘Appendix to the directors’ report’. ('Chair- 
man’s speech’ has become a misnomer when the 
words are never spoken.).The appendix includes an 
index of the cost of building a tramp cargo ship, 
taking 1938 = 100 as the base. The cost of shipbuild- 
ing in 1956 was 5} times the 1938 cost, nearly 44 
times the 1939 cost and 2} times the 1945 cost. The 
effect of rising prices is also summarized in a table 
of ‘Increases in running costs’ which is included in 
the reprint. 

' The, accounts may be regarded as showing a 
reasonable balance between the ‘all-in’ and the ‘all- 
out’ methods -the one including so much detail 
that the main figures are lost and the other removing 
so much that the thing loses its meaning. For example, 
in the Group profit and loss account, the items taken 
into account before arriving at 'Group surplus’ are 
shown in the notes on the opposite page, "instead. of 
in the account itself. 'The pre-profit items are a 
but do not encumber the account. Another instance is. 
the restriction of the balance sheet entry to ‘Debenture 
stocks’, the detail of the four debenture issues being 
given in the: notes and schedules. 


Balance 


The accounts may beiei be seen in the reprint than 
by description, but even the reprint cannot quite 
convey the balance that has been obtained in the 
original between the figures and the space occupied, 
between the various styles of type, and in the com- 
parison, using blue for the 1955 columns. 

One subsidiary has been excluded from the con- | 
solidation: the company whose sole business is to act 
as an employees’ savings bank. To have iricluded its 
assets would, the directors' rightly consider, havé 
been misleading. The indebtedness of this company 
to the group ~ £2,136 — has been included in creditors, 
the corresponding 1955 figure being £45,201 due 
from the company. 

- P. & O. sets a good example by publishing its 
accounts without recourse-tó the Companies (Ship- 
ping Companies) Exemption Order, 1948, which gives 
to shipping a latitude in the matter of publishing 
reserves, but it will be noted that the existence of 

internal insurance reserves is SES r 


Money Market 


Little change was: made in Treasury bill inm on 
March, 22nd. The market at a maintained bid of 
KR us Ad obtained 44 per cent of the £250- million 

bills offered- and allotted. ‘The average rate was 
£4 216:73d per cent; This week's offer is {250 million. 
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success in making increased supplies available. to 


industries whose output Was formerly restricted by. 


shortage of steel. Thus comparing deliveries in 
January 1957 with those in January 1956 there has 
been a fall of 34 per cent in supplies to the motor and 
cycle industries, of 12 per cent to wire manufacturers 
and 11 per cent to drop forgers. On the other hand, 


supplies to shipbuilders rose by nearly 16 per cent, 


to the railways and rolling stock manufacturers by 
14 per cent, to collieries by 9 per cent and: to the. 
building industry by 6 per cent. 

The extent to which production of individual 
products can be varied is, of course, strictly limited 
_by. existing production capacity, and changes in 
demand of this magnitude would normally result in 
considerable dislocation and a fall in total production 
awing to inability to utilize the full capacity for certain 
products. The industry has, however, been cushioned 
by the fact that in 1956 ‘there was a considerable 
volume of imports which, are now being reduced. 
Moreover, British steel prices are lower than those of. 
most foreign competitors and the industry is confident 
that exports can be.increased to take care of any spare 
capacity which may develop. 

Unless there is an upward swing in the activity of 
steel-using industries in. 1957, the maintenance of 
capácity working in the steel industry is likely to 
pttsult i in a reduction of about 1 million tons in total 
imports in 1957 and the availability of an additional 
“three-quarters of a. million tons for export. 


Retail Trade Revival 


Since December of last year there has Bonn a steady 
improvement in total retail sales as compared with 
the figures for the previous year. This no doubt 
reflects the marked improvement in average earnings 
referred to in these columns last week and suggests 
that although restriction of credit and increased 
purchase tax may have a marked temporary effect on 
sales, the effect cannot continue indefinitely if the 
spending power of the public continues to rise... 
uring the fourth quarter of 1956 the rise-in total 
retail sales was about 5 per cent, barely sufficient to 
keep pace with the rise in prices over the period, In 
fact in October and. November there was probably a 
small decline in the volume of sales, butin December 
the value of sales rose by 7. per cent over the previous 
year. In January the rise was 9 per cent and trade 
estimates suggest that this recovery 'continued in 
February. Allowing for a rise in prices of between 
4 and 5 per cent it would appear that the volume of 
sales was about 4 per cent up in January and probably 


also in February. > - 

AT sectors of the retail trade shared in the i increase 
but the rise was greatest in the case of household 
goods which showed an increase by. value. of 15. per 
cent. There was little rise in prices in this sector and 
this figure therefore approximates :closely to the 
increased volume of sales. Household goods include 
furniture, hardware and radio and.electrical products 
which were all particularly severely hit a Jar ago by 
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more severe hire-purchase restrictions and the 
incfease in purchase tax. 


Schedule A. Tax on Long-lease Flats ` ` 
The Court of Appeal gave a reserved judgment on 
March 22nd on the appeal by. the Crown in Gatehouse 


o Vise against the decision. of Danckwerts, J. (The 


Times, March.23rd, 1957). The Court held that his 
lordship was right in holding that the landlord of five 
flats in one building was liable to be assessed under 
what is now Section 109 (1) (c) to the Schedule A tax 
and that a tenant who had paid a substantial premium 
for a lease at a nominal rent was not assessable as an 
‘owner’ within the meaning of Section 113: 

Jenkins, L.J., who read the first judgment, rejected 
the Crown’s argument that, because under the general 
principles governing the incidence. of Schedule A tax; 
each of the occupying. tendnts would be liable to tax 
on. his beneficial occupation, therefore they were thé 
‘owners’. It seemed to him that this reasoning 
inverted the process appropriate to the determination 
of the question whether or not Section 113 applied. 
The first thing to do was to see whether the tenants 
were owners of their respective flats. If they were, 
Section 113 applied; if not, then they weré not tax- 
able under that section... 

. . Referring. to the arguments by both. ides on the 
score of unfairness in the operation of the rules, his 
lordship suggested the desirability of amending them. 
The Lord Chief Justice and dra dd gave con- 


curring judgments. 


Revised Nuclear Energy Plans e 


The upward revision of the nuclear power programme 
will substantially increase the heavy capital expendi- 
ture to which this country is committed over the next 
ten years and more particularly in the period 1960 to 
1965. On the other hand the decision will in the long 
term ease the balance of payments position by reduc- 
ing expenditure on imports of coal and oil. 

Under the new proposals the capacity of nuclear 
power plants at the end of 1965 will be at least 5,000 
megawatts and may be as high as 6,000. megawatts. 
This will represent about 15 per cent of total installed 
electricity. generating capacity, but because, the 
nuclear power stations will operate more continu- 
ously than the coal and oil-fired plants, their output 
will represent about 25 per cent of the total produc: 
tion of electricity. The additional cost of the nuclear 
power plants compared with conventional generating 
capacity is estimated at about £700 million, which is a 
substantial figure, particularly having regard to the 
heavy capital expenditure which will still have to be 
incurred on conventional generating capacity, on the 
provision of further distribution capacity for oil, on 
expanding the coal and gas industries, and on the 
railways and roads. There is little possibility of being 
able to curtail the programmes already announced 
in these fields and it is clear that the problem of 
avoiding inflation is likely to prove at least as difficult 
over the next few years as it has been over the last few. 


———  —— 
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- Weekly Notes ` 


The Scottish Institute's New President 

Mr James Thompson Dowling, c.a., was elected 
President of The Institute of Chartered Accountants 
zm Of Scotland for the 
year 1957—58 at the: 
Institutes annual 
meeting in Glasgow 

last Wednesday. 
MrDowling,who 
was admitted in 
1925, is a. partner 
Eech in the firm. of 
faye Thomson McLin- 
AM tock & Co, Char- 
tered Accountants, 
of Glasgow, the 
firm in which he 
served his appren- 

ticeship. = 
For many years, Mr Dowling has played an active 
part in the affairs of his Institute. In the early years 
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after his admission to membership.he coached for. 
the Institute's examinations, later becoming President 


of the Glasgow Chartered Accountants’ Students’ 
Society and a member of the general examining board. 
From 1936 to 1939 he was a member of the Council 
of The Institute of Accountants and Actuaries in 
Glasgow. He has been a member of the Council of 
the Scottish Institute since 1955. 

A member of the Board of Referees, Mr Dowling 
is also one of the trustees of the Scottish Hospital 
Endowments Research Trust appointed by the 
Secretary of State for Scotland under the Hospital 
Endowments (Scotland) Act, 1953. He is a director 
of the Bank of Scotland, and of the Scottish 
Amicable Life Assurance Society. and other com- 
panies. He also finds time to hold office as honorary 
treasurer of the Pollok Constituency Unionist 
Association. 7 ! : 

Mr Dowling’s recreations include golf and 3. 
very recent addition, according to himself - fishing. 

-Mr Robert Ian Marshall, B.COM., C.A., is the new 
Vice-President of the Scottish Institute. He qualified 
in 1924 and is a partner in the firms of Messrs Dewar 
& Robertson, and Messrs Graham, Smart & Annan, 
Chartered Accountants, botn of Edinburgh. He is 
chairman of The New Zealand and Australia Land 
Co Ltd, and is a director of a. number of other 
companies. ` l 


Tighter Hire -purchase -Control | ER 


In trying to cut down consumption by placin 

physical controls on hire-purchase and simple hire 
contracts, the Government seem to be always one 
move behind the astute people who devise methods 
of legally avoiding the restrictions. Not long ago the. 
hire-purchase or credit sale initial deposit for a large 


number of goods was raised to 5o per cent, while in 
the case of simple hiring contracts, the first. nine 
months’ hire has to be paid at once. Enterprising 
traders and those who finance them have hit upon 
the expedient of lending the impecunious but eager 
customer part of the wherewithal to meet the initial 
expense. A new order which comes into force on 
April 4th prohibits the dealer, the finance company, 
or the manufacturer from agreeing to lend the money 
to cover the initial deposit in a hire-purchase or credit 
sale contract. At the same time a deposit will now be 
required where a person is in possession of goods for 
fourteen days or more in anticipation of entering into 
a hire-purchase- or credit sale agreement (Hire 
Purchase and Credit Sale Agreements (Control) 
Order, 1957, S.I. No. 430). 

A new control of hiring order (S.I. No. 431) con- 
tains similar provisions regarding the payment of the 





™ 


first nine months’ rent out of borrowed money. At ` 


the same time the new order withdraws from hiring 
control, goods which are at least three years old at 
the time of hiring, and have been let on hire by their. 
owners for at least twelve months during the—last 
three years. T. 


Deposit Interest: Basis of Assessment dd 


The decision of Vaisey J., in Hart v. Sangster (see 
The Accountant, July 14th, 1956 and August 18th, 
1956) to the effect that when a new deposit is placed 
in an existing deposit account, the interest thereon 
represents income from a ‘new source’ has been up- 
held by the Court of Appeal on slightly different 
grounds (The Times, March 20th, 1957). The tax- 
payer asked for leave to appeal to the House of Lords 
but leave was refused by the Court. It is still open to 
the appellant to apply for leave to the House of Lords 
itself. | 

Steel Output i B 
In spite of recession in the motor vehicle and domestic 
appliances industries, steel output continues to ex- 
pand. In February, production achieved a new record 
equivalent to an annual rate of 224 million tons which 
is 3'4 per cerit higher than in February 1956. This 
was achieved in spite of the fact that the steel industry 
is one of the largest users of fuel oil, of which supplies 
have been cut by 1o per cent since the closing of the 
Suez Canal. The Iron and Steel Board have stated 
that provided no further cuts in fuel oil supplies are 


made after the end of April, the industry should be in^ 


a position to maintain the February rate of output 
for the full year. | 

The overal production figures, however, mark 
considerable changes in the pattern of steel supplies 
by industries and it would appear that the Govern- 
ment's policy of cutting back demand from certain. 
sectorg of the economy has achieved a fair measure of 
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When an articled clerk, I was kept out of 
mischief copying last year's accounts (‘making 
. skeletons’) and came in time to regard the phrase 
‘subscriptions and donations’ as a basic ingredient 
of the profit and loss account. It was always 
shown. as a separate item, although the combined 


total of these apparently unrelated expenses 


rarely exceeded {10 and was frequently a mere 
Ios. Only much later did I learn that by the use 
of this magic phrase, any queries on the accounts 
from the local QOL of Taxes were success- 

ey avoided. ` 

. What Can be Done? 

Just what can be done in regard to the existing 
state of affairs is a matter for speculation, but 


certainly the accountant does need some guidance 


in connection with his activities as author of 
published accounts. I have suggested, in a letter 


published in this journal, that it lies within the 


province of the Council of the Institute to give a 
lead i in this. direction. The result could hardly 
be condemned as academic, arid it would have 







a y widespread and immediate. effect on the 


r&pazatioh of.accounts. Another correspondent? 


viduals, each working on one aspect of the 
roblem, whose work would await, as he puts it, 
‘the great synthesizer of our field of activity’. 
I doubt, however, whether the ` characteristic 
caution of accountants will permit them to wait 
on so speculative a contingency. Finally, it 
could be tackled by the schools of accountancy, 
which are responsible for the academic training 
received by the majority of practising accountants. 
While in no way wishing to detract from the 
importance of their educational achievements, 
it is the writer’s opinion that many of the excellent 
ideas which the schools of accountancy try to 
instil into the minds of their students are over- 
ruled by the customs prevailing in the offices 
where the latter receive their practical training. 
After all, it can hardly be expected that those 
accountants who are accustomed, for instance, 
to show depreciation in the appropriation account 
(are there any?) will allow their articled clerks to 
change their habits. 
In fact, a central source is essential for this 
work, which is basically a matter of standardizing 
ancial accounts in accordance with logical 
principles. The Council of the Institute, as the 
leaders of the profession in this country, are to 


be preferred to any text-book writers with their 


categorical but restricted approach. 


1 See The Accountant, November a4th, 1956, p. 548. 
2 See The Accountant, December 15th, 1956, p. 626. 


as of the opinion that it is best done by. indi- 
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Suggestions 

At the commencement of the first of this series 
of articles, it was mentioned that an attempt 
would be made to summarize the conclusions. 
which arise out of the examination. The follow- 
ing points are therefore submitted for the. assist-: 
ance of those who are interested in pursuing 
this line of thought further. 

(1) Accountancy should be defined with reference 
to its place in the science of economics, and the 
role.of the accountant should be described i im 
terms sufficiently large to embrace all of his 
activities, while distinguishing them from those 

.. of the book-keeper. 

(2) The principle should be accepted that there can 
be different accounts covering the same period 
for the same person (including companies and 
partnerships) according to the specific purposes 
for which such accounts may be required. It 
follows that accounts should be labelled as to 

- the purpose which they are designed to serve. 

(3) In the case of annual accounts, it should be 
decided whether we are to have a true and fair 
profit figure and a balance sheet which contains: 
mere balances; or a true and fair balance sheet, : 
with a profit and loss account Ge an’ 

| approximate profit figure. 
- (4) Although it may not be necessary to invent: 
new terms. for the forms and: contents of 
accounts, it is most necessary to specify what 
exactly each shall contain. In doing so, current 
requirements should be allowed to overrule’ 
` the accumulated tradition. 

"(ei An attempt should be made to distinguish’ 
between the terminology applicable to the‘ 
internal flow of values (cost accounting) and: 
the external flow of values (financial accounting). 
so that when the two are integrated in one 
accounting: system they may be properly dis-. 

ished in statements: prepared therefrom.: 

(6) A standard form of profit and loss account 
should be drawn up for public companies and. 
those other business organizations which desire 
to publish their accounts. While; perhaps, 
allowing to some extent for the understandable 
desire of those organizations not wishing to’ 
give too much information to competitors, the 
standard form should endeavour to satisfy the; 
needs of shareholders and those contemplating: 
becoming shareholders, and any departure: 
from: it should be regarded as a breach of: 
professional etiquette on the part of the account-- 
ant responsible for the accounts. 

(7) An approach should be made to the serious’ 

; question of showing the different types of 
shareholders in companies in a manner which. 
reflects their differences. 

As Monthesquieu said: (Jl ne faut pas faire par les 

lois ce que l'on peut- faire par les moeurs | 
^. (Concluded.) I ` 
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Wednesbury from 1945 to 1956, and Mr James 
Blakey, F.C.A., a past president of the Institute and a 
nember of the Council, responded. Mr Blakey 
referred to the esteem in which the Institute was held 
oy the Board of Inland Revenue and mentioned that 
the Institute had been approached to express the 
views of the accountancy profession as to the order of 
priority of the items in the report of the Royal Com- 
nission on the 'laxation of Profits and Income. He 
idded that a memorandum on this subject would be 
available to members in the very.near future. (The 
E M is, in fact, reproduced. elsewhere i in this 
ssue). . 
The other speskers were Mr Frank Hack, ¥.C.A., a 
er chairman of the Branch; Mr Donald W. 
Hughes, Headmaster of Rydal School; Mr T. A. 
Macfarlane, B.A., F.C.A., President of the Liverpool 
Society of Chartered Accountants; and Mr P. G. Gadd, 
j.P., F.C.A., the newly-elected Chairman of the Branch. 
Mr Hugh Aldred, M.A., A.C.A., Hon. Secretary of the 
Branch, acted as toastmaster. 


TAXATION PLEA . 


Speaking at the biennial dinner of The Incorporated 
Accountants’ Bradford and District Society, held at 
The Victoria Hotel, Bradford, on Friday, March 22nd, 

Mr Halford Reddish, F.C.A., ‘Chairman and Managing 
Director of The Rugby Portland Cement: Co Ltd, 

iad some; pungent comments tó make on the present 
ncidence of taxation. He said: 

“Within the lifetime of the present Coveciment I should 
ike to see the abolition of the so-called profits tax — a tax 
which: offends every classical and traditional canon of 
taxation, a tax which is hopelessly unfair as between 
different companies tbrough no fault of their own, a tax' 
which is entirely capricious in its incidence. It is aimed at 
ane class of the community only, the ordinary shareholder, 
and the ordinary shareholder. is the chap, who, by and large, 
nas exe those twin virtues of hard work and jfr. 
m which our entire economy depends 
found the risk capital for ind 
us would have a job. 


dti much o 
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will — ‘with that in these days. But we have also 
created a ceiling above which no Se is to be allowed to 
rise. ei I say, is a tragic mistak 

And then, thirdly, I should like to see some alteration 
in this quite anachronistic distinction between “earned” 
and so-called “‘unearned” income. We need hard work. 
We need savings. But the man who works hard, who saves, 
who invests his money, who becomes a capitalist, is then 
penalised because the return on his investment is promptly 
Ee as unearned income. That seems.to me entirely 


Wed fourthly, I should like to see the abolition, or at 
least a substantial reduction, of the stamp duties leyied on 
the purchase of stocks and shares. ‘That would be a real 
encouragement to the small man to invest his savings 
directly in productive industry — in many cases the em- 
ployee in the business in which he works.’ 


| HOCKEY: THE INSTITUTE v. INLAND 
REVENUE 


An enjoyable hockey match played on March 17th at 
Grove Park, Kent, between an Institute XI and an 
Inland Revenue XI resulted in a 2-1 win for the 
Inland Revenue. 

. In spite of the disappointing weather, the match was 
well attended at the touchline and among those present 
were Mr J. Evans, deputy chairman of the Inland 
Revenue, and Mr W. S. Carrington, F.c.a., a past 
president and a member of the Council of the Institute, 
who bullied off. 

The Institute took time to settle down in the first 
half and not unexpectedly, their opponents were a goal 
up at half-time. In the second half, the Institute played 
more like a team and made a number.of thrusts 
following some constructive cross-passing by the 
half-backs * e forwards; from one of these thrusts 
Meacoz is stirred. the Revenue team into 
of the game they a 
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 THE.NOTTINGHAM CHARTERED ` 
. ACCOUNTANT STUDENTS’ SOCIETY 


At the annual meeting of the Nottingham Chartered 

Accountant Students’ Society, the following. officers 

were, elected for the ensuing year: 
President: Mr E. R. SUE F.C.A, 


S. F. SA F. GA. - 
Hon. Secretary: Mr "Ww. G. Underwood, clo Mesars 
'Mellors, Basden & Mellors, 1 King John's Chambers, 
Bridlesmith Gate, Nottingham. 
. Hon. Treasurer: Mr R. C. Turton. 
Hon. Assistant Secretary: Mr R. F. bandon: 
~ Hon. Librarian: Mr K. D. Cummings, 


THE BLACKPOOL AND FYLDE CHARTERED 
ACCOUNTANTS’ STUDENTS’ SOCIETY 


The report of the committee of the Blackpool ‘and 
Fylde Chartered Accountants’ Students’ Society for 


the year ended December 31st, 1956, presented at the 


Society’s recent annual meeting, records a membership 
of fifty at the year-end compared with forty-five in 19 55. 

The lectures organized by the Manchester Joint 
Tuition Committee and held. at Preston, proved once 
more to be of considerable benefit to students, but the 
committee stress that members’ support is essential if 
the lectures are to continue. One visit was made during 
the year to the Vickers-Armstrong shipbuilding works 
at Barrow-in-Furness. Monthly luncheon meetings 
were also held. 


The following officers were elected for the ensuing 


year: 
‘Chairman: Mr J. s. Darwell, ¥.C.A. - 
Vice-Chairman: Mr J. C. Bryan, A.C.A. 
Hon. Auditor: Mr M. S. Owen, F.C.A. 
. Hon. POI): Mr K. Bleazard, 2 
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.IN NEXT, WEEK'S ISSUE 


"Ihoughts on Investing! — a.lecture of much. interest 
given by Mr E.. F. J. Plumridge, F.I.A., Controller of ` 
Investments of the Pearl Assurance Co Ltd, at a. meet- ` 
ing. of the London and District Society of Chartered 
Accountants on March 14th,. will be EE Im 
next weck's issue of The Accountant. 


CONFERENCES ON PLANNING FOR 
INDUSTRY 


‘Two regional conferences on management principles 
and practice are, to be held shortly in the Midlands 
and in Scotland. by usua M 
ment. 

'The Midlands conference — at Droitwich from April. 
5th-7th — will have as its theme ‘Meeting tomorrow’s 
problems' (problems brought about by technical 
innovations in methods of manufacture). 

A feature of the Scottish conference, to be held at 
Gleneagles from May 3rd-sth, will be a talk on 
‘Incentives for top management, by Mr W. H. 
Leather, M.A., F.c.A. The planning and control of 
both sales and production will be discussed at separate 
sectional meetings, while a talk to be given on the 
possibilities of expanding the small company will have 
particular bearing on the. requirements of Scottish 
E 

-Purther particulars of the conferences may be 
E Soe" from the British Institute of ee 
8 Hill Street, London, Wi. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON `" 
There are still two vacancies on the committee to be 
filled at the annual general meeting. Nominations must 
be received by Friday, April 5th, by the Secretary, 
MrR J. tes B.COM., F.C.A., Finsbury Circus House, 


ings will be held during next 
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THE ECONOMIC SURVEY 


FULL year of deflation and the Suez crisis are reflected 
in the Economic Survey, 1957.1 Considering the difficulties 
which economic retrenchment involve and the effects — 

some of which have still to work themselves out — of the Suez 

situation, the Survey is remarkably optimistic about the future. 

The following extract taken from the last paragraph sums up 

the official view of the outlook for the coming year: 

"With good prospects for world trade, and with a record of rising 
exports, the external conditions for a successful year are already 
present. Internally, high savings and all possible restraint in Govern- 
ment spending should create a situation favourable to the export 
effort and help us to avoid any undue increase in the level of imports 
when expansion is resumed.’ 

These two sentences contain both a view about the future and 
the faint outlines of a policy. It will not be possible to fill in these 
outlines until the Budget speech next week. Meanwhile, if there 


are no further serious implications on the Suez crisis and if world 
trade remains buoyant, the Government is confident that it can 


pursue an economic policy which will further strengthen the 
country's external resources. The Government remains rightly 
convinced that the basic exercise is to defend the balance of 









domestic product, defined in the usual official 
7,924. million, which repre- 
This in turn 
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achievements of 1956 that a policy of deflation 
prevented this from happening. 

The way in which this danger was avoided is, 
as yet, far from clear. Total personal income rose 
by 8 per cent in 1956, represented by a 9 per cent 
rise in wages and salaries, a 6 per cent increase in 
rent, dividends and interest, and by a 2 per cent 
increase in the incomes of self-employed persons. 
All these figures are before tax. Gross trading 
profits of companies went up by 3 per cent, and 
there is some evidence to suggest that profits over 
manufacturing industry as a whole were slightly 
reduced. Average earnings in manufacturing 
industry are thought to have increased by 8 per 
cent, but this was accompanied by lower output 
per man which indicates an increase in labour 
costs per unit of output. It is apparent, therefore, 
that the chronic problem of upward pressure on 
prices from wage costs still had to be successfully 
dealt with. 

In the circumstances, it is surprising that there 
was not more inflationary pressure from the pur- 
chasing power of the public. It appears that after 
allowance has been made for changes in prices, 
consumers’ expenditure increased on food and 
tobacco although there seems to have been more 
emphasis by tbe public on quality than on quan- 
tity. There was, of course, a severe drop in pur- 
chase of cars and durable household goods to 
offset the increased outlay on food, and the Su 
points out that hire-purchas 
more heavil 


that the whole cost structure of industry moved 
perceptibly upwards. That this upward pressure 
was not more seriously felt on exports, was due 
to the good fortune cf a world boom. It is now 
established that the increase 1n exports last year 
was smaller than the increase in world exports 
as a whole. There is thus no room for self- 
congratulation on our 1956 export perform- 
ance. 

One of the more favourable-features.last year 
was the increased long-term investment by this. 
country abroad. This went up from £163 million 
to {191 million between 1955 and 1956. Taking 
the long-term investment position with the 
current balance of payments position, there was 
a small balance in this country's favour due to 
the large favourable balance with the sterling 
area on current account. So far as the future is 
concerned, it now depends on the ability to make 
further progress with exports and to defend more 
successfully the internal value of the £. The 
Survey makes it quite clear that these are the main 
preoccupations of the Government. ‘This accounts, 
for the emphasis, already quoted, on high savings" 
and restraint in Government expenditure. So far 
as the first of these is concerned, there is no doubt 
that the ill effects of rising wage rates could be 
high productivity -and greater thrift. 
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PENSION POLICIES FOR. THE SELF-EMPLOYED 


by R. W. ABBOTT, F.I.A., A.S.A. 


people have been taking more than a merely 

professional interest in the provisions of 
Part III of the Finance Act, 1956. It is these 
provisions which enable them, as well as certain 
other sections of the working population, to 
provide for their retirement on a tax-free basis, 
and the insurance companies have been remark- 
“ably active and ingenious in à devising forms of 
contract to suit their needs. 

Indeed, at first sight it is surprising that there 
is so much variation in the terms and conditions 
of the contracts which life offices are offering as 
a means of securing the benefits permitted by 
Section 22 of the Act. These benefits are hedged 
about with a great many restrictions as to form 
and nature, and one might have supposed that 
there would be a great deal of similarity in the 
policies issued by the life offices to comply with 
the Act. In fact, it would be difficult to find any 
„two life offices whose rates and policy conditions 
were identical, and a study of the various pros- 


F the last six months or more, professional 


"pectuses shows that many differ considerably in - 


a way which may redound greatly to the advan- 
tage or disadvantage of the policy-holder. 

For this reason, and bearing in mind the fact 
that the premiums generally paid under these 
contracts are not inconsiderable, it is worth 
while making some kind of comparative study of 
the various life office terms, before either effecting 
a retirement annuity policy oneself or advising 
others to do so. 

Many professional men are in a special position 

iat their governing body may be establishing 
a trust for its mémbers and selecting a panel of 
life offices to reassure the benefits provided by 
the trust. It is to be expected that the terms avail- 
able through a trust of this nature would be 
superior to any which might be obtained by an 
individual proposer acting on his own. A profes- 
sional man who thus finds that his governing body 
has negotiated terms and conditions for the trust, 
may only have to make the comparatively easy 
choice of one of the various alternative schemes 
of benefit provided by the trust. 

For those who are not able to take advantage of 
the facilities of a trust, it becomes necessary to 
consider very carefully the rival merits of each 
life office contract. It would not be appropriate 
in this article, even if it were practicable, to con- 
sider each life office prospectus separately, and in 


any case preference is influenced by the age of 
the proposer and his individual circumstances. 
However, the following general observations may 
be of interest. 


Flexibility 


Other things being equal, the self-employed 
man or woman will wish to effect a contract 
giving him or her the utmost flexibility as to the 
date from which the pension commences, and as 
to the amount of any future premiums; and in 
other respects, such as the possible exchange of 
pension for a joint pension with wife or depend- 
ant, he will not wish to make up his mind until 
he comes to enter upon benefit. 

Most offices will allow the contract to be 
amended in various ways at a later date, but not 
all will do so without imposing some charge on 
the policy-holder. For instance, if the policy- 
holder wishes to reduce the annual premium 
under the policy or even — perhaps because of 
change of employment — to terminate premiums 
altogether, wil he obtain full value for the 
premiums he has paid? Some offices state that on 
termination of premiums they will allow a pro- 
portionate paid-up pension, e.g. if five premiums 
out of twenty have been paid, the pension from 
retirement age will be reduced to 25 per cent of 
the full amount. This might seem reasonable on 
the face of it, but a moment’s thought will show 
that on this basis, the assured may be heavily 
penalized owing to the fact that premiums paid 
in the early years of the contract secure a greater ` 
part of the total benefits (because of the opera- 
tion of interest) than premiums paid in later 
years. 

Suppose a policy-holder wishes later to in- 
crease his premiums? Owing to the current high ` 
level of Ger rates the premium rates them- 
selves are very favourable. Will a policy-holder 
be able to take advantage of these terms in 
respect of any increase in premiums in the future? 
Most offices understandably reserve the right to 
quote revised rates and conditions, either for all 
increases in premium or for all after, say, three 
years but at least one office is prepared to 
guarantee its rates for all increases, provided 
the present annual premium is at least £50. 
Bearing in mind the very attractive rates now 
being quoted, this is clearly a most valuable 
option. 
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. . . Pension Age E 
A reference. was made a little earlier to the ques- 


tion of the date from which the pension is to . 


commence. The Act permits the annuity benefits 
to be paid normally as from the date of attain- 
ment of age‘66 or from. any daté between that 
time-and the date of attainment of age 70. It 3s 
important-to see tliat the benefits payable are 
fully guaranteed from the outset, even if the 
policy-holder changes his mind, during the cur- 
rency of the contract, as to the date from which 
the. pension is to commente. 

Suppose, however, the policy- colder retires 


from work. prior to age 60 for reasons of ill 


health. The Act will pérmit, and the assured 
would doubtless wish ‘to’ have, ‘an’ immediate 
pension of & reduced: amount. Very few- life 
offices pó- into any detail on this “matter; few, 
indeed; refer to it at all, but-for the policy- -holder 
whose income derives. entirely - from his own 
exertions; the question of the amount of benefits 
payable - and the conditions: under which they 
would be paid is a matter of'no small importance. 

. One life office at least bag perceived this need, 
and.is prepared to' issue a contract under which, 
in the event of total disablement by sickness or 
accident, the assured receives an immediate pen- 
sion of at least two-thirds of the normal pension 
at age 65. To provide for this benefit the normal 
pension: is some: r0: per cent less (depending on 
age at entry) than: it oe be E the Em 
Bonet benefit. ` 


` Widows’ "Pension Benefit. 


Apart from the question of disablement benefits, 
what other benefits. may the self-employed wish 
to haye?-In the event of death in employment, the 
life. office. normally returns all premiums paid, 
with or without interest. Some offices incor- 
porate an option under which this-sum may be 
converted into a pension on the life of the widow 
or other dependant. However, the widow's 
annuity, would be very small in the event of the 
policy-holder's early death, and many men would 
wish to provide a.more substantial annuity for 
their widows. This is catered for, in some 
prospectuses, by the inclusion in the. retirement 
annuity contract of a reversionary annuity to 
the widow of one-half of the assuied's own 
pension. If this is payable whenever death occurs, 
whether before or after pension. date, the retire- 
ment. pension itself is reduced by some r5 per 
cent to provide, for the benefit. __ 

Having decided in principle the kind E con- 
tract one is seeking, one is still left with a choice 
between a non-profit policy, or a with-ptofit 
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policy of various types, or one can decide for a 
policy (as issued by one life office) the benefits 
of which are not expressed in fixed money terms . 
at all. In present circumstances, a good non- 
profit contract, with guaranteed rates and full 
paid-up policy values, has much to commend it. 
The value of a-with-profit contract must depend 
very much on the standing of the particülar life 
Office ‘ind on the trend of future interest and 
mortality rates. In this matter; the past bonus 
record. of the life. office will not afford a very 
clear guide to future prospects. Several offices 
bave- indicated that bonuses: on retirement... 
annuity contracts will be declared at the'sarné 
rate as on ordinary: with-profit | life assurance 
contracts. ` Others “have left themselves free to 
declare different ratés;-and in ‘some cases to 
relate those fates to the profits earned: by the 
pension annuity fund alone rather than to the 
profits of the whole of the life funds. Although it 
may: appear equitable that retirément annuitiés 
should be treated as a Class by themselves, the 
right to share in the'surplus of the general fund 
is ‘one that snow not lightly be xd 


ee, 
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" Investment Trust Annuities’ EE 


If inflation continues, and othér factors such a$^ 
mortality, do not change greatly, the benefits 
under a with-profit policy may Keep more in step 
with changing money values. In an.endeavour to 
supply the need fora contract which affords some 
protection against inflation, one office is offering 
investment’ trust retir¢ment , annuities under 
which the pension is expressed as a cash sum 
equal'to the price, from time to time, of- pur: 
chased investment trust units. The. number of 
purchased investment trust units depends. = 
their price when the premium .is paid and- OT 
the deferred : ‘period, GER the pension ` 'com- 
mencés, 

D the price of. the investment ‘trust units rises 
appreciably between the date of payment of the 
premium and the .dates of payment of. the 
annuity, the policy-holder may receive a larger 
income than if it had been expressed. m fixed 


money terms at the outset. However, it must be 


understood. that a considerable appreciation in 
the price. of the units is necessary to obtain the 
same income as from investmient in an ordinary 
non-profit retirement ‘annuity, and, speaking 
generally, it may be stated that the policy-holder 
will be worse off unless the investment trust, units 
over the period during which premiums are paid; 
appreciate on the Se iE some ; e to e per 
cént. | ] . 
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TAX RELIEF FOR PIONEER INDUSTRIES 


A Résumé of Some Concessions Granted by Other Countries 
by JOHN KENNEDY MELLING, A.C.A. 


T remark during last year's Budget 
debate by Mr Harold Macmillan, then 
| Chancellor of the Exchequer, that tax 
relief for pioneer industries operating overseas 
would be considered in the 1957 Budget, brought 
publicity to a question which had been con- 
sidered for some years before 1956. In America, 
the tax incentive had been stressed in 1950 in 
the ‘Point Four plan’, and President Eisenhower 
referred to it again in his economic message last 
January, when he said: 
_ “The investment of private funds abroad would 
be facilitated by tax treaties which, subject to 
appropriate safeguards, recognize the laws of 
other countries designed to attract new investment.’ 
In Britain the matter was discussed in the first 
report! of the Royal Commission on Taxation 
published in February 1953. After pointing out 
that it is usually Commonwealth countries which 
„grant these concessions, and that it is harmful 
.both to the businesses and to Great Britain if 
the benefit is lost through reduced double tax 
relief, the report uses similar words to President 
Eisenhower's: 
‘It seems better that the United Kingdom 
. Government should be authorized by statute to 
- enter into special agreements with other countries 
- for the purpose of making fully effective their 
pioneer industries concessions." 


Countries Which Grant Concessions 


Which countries do give such concessions, and 
how do they grant them? The Bahamas, Bermuda, 
Jamaica, Liberia, Luxembourg, Panama, Portugal 
and Trinidad grant the concessions under the 
authority of special Acts or regulations (for 
example, the Industries Encouragement Act, 
1951, of the Bahamas), aimed to attract foreign 
capital to develop their industries and to raise 
their standard of living. Bermuda has no income 
tax or death duty, and an Act passed by the 
House of Assembly is needed to form a company 

_which then pays a flat tax of {200 a year. It has 
proved a popular place for shipping companies 
to form subsidiary companies as it has the 
advantage over Liberia and Panama of being 
in the Commonwealth. : 

The high cost of setting up a business abroad 


ï Cmd. 8761, paragraphs 53-60. See The Accountant 


dated February 28th, 1953. 


is mitigated when necessary equipment can be 
imported or purchased free of duty. Trinidad 
allows such imports for the first five years; 
Luxembourg can provide sites prepared at the 
expense of the State or local authorities, whilst 
Bermuda will let space suitable for light indus- 
tries, at 2s a square foot per annum, in the 
former dockyard and garrison area where tourist 
amenities will not be spoiled; Panama offers 
a wide variety of factory space in the Colon Free 
Zone. 
The ‘Tax Holiday’ 

Tax relief on the cost of equipment is offered 
by some countries. Luxembourg allows the 
capital originally sunk in the equipment to be 
written off for tax purposes in five years, whilst 
Trinidad offers an allowance of 40 per cent on 
plant etc., and 1o per cent on buildings, in the 
sixth year of production, plus annual allowances 
in later years. Why the sixth year? Here we meet 
the ‘tax holiday’, in the form of complete or 
partial exemption from tax for a period. Trinidad, 
then, offers a tax holiday for the first five years 
of actual commercial production; the Bahamas 
for the first ten years; Liberia grants a tax 
exemption period; Luxembourg allows . the 
eventual losses of the first three years to be 
deductible from following years, and reductions 
in local taxes and the commercial tax for the 
first five years are granted by local authorities; 
Panama grants reliefs varying from a 50 per cent 
reduction to Colon Free Zone businesses with 
no further activity in the Republic (with a 
twenty-year guarantee), to complete exemption 
to Free Zone businesses engaged in importing- 
re-exporting, or in distributing own products 
manufactured elsewhere, plus certain contractual 
exemptions from local taxes of the Municipality 
of Colon. For later stages of production, Luxem- 
bourg allows exemption from import and turn- 
over taxes on raw materials for production of 
finished or half-finished goods for export. 

Many leading businesses in America and 
Britain have formed subsidiaries in these 'tax 
havens’, and they have done much to help and 
improve the country that has welcomed them. 
It is anomalous that tax concessions granted by 
overseas countries to pioneer industries operating 
in their territories should. be unrecognized by 
the United Kingdom. 
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HEN I was invited last autumn to make 

d Ý / some remarks on this subject I asked your 

Secretary if I might deal with it as widely as 
possible. I did this because I would be abroad during 
January and February and would have little time to 
prepare up-to-date remarks for this meeting. I am 
mentioning this not only to justify the collection of 
thoughts which have been pro- 
duced, perhaps without con- 
tinuity, but also to illustrate the 
impossibility of being able to 
produce something in the 
autumn which would be relevant 
in March. 

I have been connected with 
investment matters for over 
twenty years, but during this 
time I have never experienced 
‘normal’ conditions, in fact I do 
not know what 'normal' means 
in the investment field. I think 
this is the first lesson to be 
remembered, and because of 
this a purely mathematical ap- 
proach in retrospect does not get 
us very far. It seems that those 
responsible for making invest- 
ments should have at least some 
knowledge of the economist, the 
tax expert, the politician, the 
statistician and the accountant, 
and above all should be endowed 
with good luck. 

The first question that one 
must ask oneself is "For whom we are investing?' If 
it is for a bank or an insurance company which is 
concerned with providing moneys in the future at 
usually fixed and known dates against moneys received 
today, the problem is relatively simple. They are 
concerned from a contractual point of view only to 
pay out a given number of / against a given 
number of £ which are received. They are not 
concerned with what those / will purchase in 
the future. How long this state of affairs will prevail 
I do not know and already actuaries are giving 
thought to this inflationary problem as, after all, the 
purpose of saving is to provide future purchasing 
power rather than fixed £ in the form of pieces 
of paper. I suggest, therefore, that although this 
problem is with the institutional investor, it is not by 
any means as pressing as with the individual investor 
who is face to face with inflation; therefore, before 





t An address given at a meeting of the London and District 
Society of Chartered Accountants on March 14th, 1957. 
Mr E. K. Wright, M.A., F.C.A., Vice-Chairman of the Society, 
presided. 
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one can make any assessment of the investment field 
one must review the inflationary scene. 

Over the last decade we have been through a 
relatively rapid degree of inflation whereby the £ 
in terms of purchasing power has depreciated at a 
far greater rate than in the previous decades. If you 
turn up any definition of money you will find, among 
other things, that it is described 
as a medium of exchange and a. 
store of value. It is still a 
medium of exchange but I 
question whether it fulfils its 
function as a store of value. 

The individual investor is not 
concerned with receiving £x per 
annum at the age of sixty or sixty- 
five, or for whatever it is he is pro- 
viding, but he is concerned with 
getting value for his savings and 
in giving up purchasing power 
today, he wants the same pur- 
chasing power in the future. It 
seems to me that until we can 
bring some stability to the ` 
purchasing power of the £ and 
make money a store of value, 
there is little basis for con- 
ventional investment as we know 
it. The £ is the unit of 
measurement between the 
spenders and the savers and it 
is dishonest for this unit to be 
depreciated at the rate at which 
we have seen in the last few 
years. It seems that if the decline in the purchasing 
power of the / cannot be halted, then we shall 
have to find some new unit of measurement which will 
hold the scales of justice between the spenders and the 
savers. I regard this as one of the biggest problems 
facing us today. | 

The French have endeavoured to solve this 
problem by introducing loans in which the price of | 
coal is the unit of measurement rather than the franc. 
Even the Americans, whose experience of inflation is 
not so painful as that of other countries, are alive 
to the inflationary risk and some of their pension 
funds are invested entirely in ordinary shares. In 
both cases a new unit of measurement is being sought, 
while in this country a pension contract expressed in t" 
terms of units of an investment trust was the subject 
of an article in one of the weekly investment journals. 

Ingenious as these ideas are, they cover but a 
minute part of transactions of a nation between its 
nationals, all of which, because of the time factor, are 
affected in varying degree. Until we have a new unit of 
measurement applicable to all, we must confine 
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ourselves to the £ as we have it. I believe that the 
rate of depreciation in the purchasing power of 
the £ cannot go on anything like it has done in the 
past and it is possible that we may experience periods 
of deflation. 


Interest Rates and Inflation 


If we really felt that inflation was going to continue 
at recent rates would we be justified in lending money 
for twenty-five years at 6 per cent, which were the 
terms applicable for first-class debentures in 1956? 
Should we not limit our term of loan to, say, five 

Wes and then review the terms of renewal in the 
~ light of the depreciation in the purchasing power of 
our money which has taken place? In conditions of 
rapid and continuing inflation it may very well be 
that the renewal rate for a further five years might be 
IO per cent, 12 per cent or even higher, as the hiring 
rate for money must not only provide remuneration 
for the hire but also depreciation of the capital which 
must be provided out of interest after deduction of 
tax. In point of fact, if the rate of decline in pur- 
chasing power were to continue in the next ten years 
at the same rate as in the last ten years, an investor 
paying tax at 8s 6d in the £, to enjoy a net income of 
3 per cent, would have to receive an interest coupon 
of about 12 per cent to preserve the purchasing power 
of his income and capital. À rate of interest sufficient 
to meet the depreciation of capital seems the only 

swer if money is not a store of value. It does seem, 
however, that those people responsible for invest- 
ment of institutional moneys have made up their 
minds that the relatively high rates prevailing will 
not be with us for ever and that they are keen to get 
these rates for as long a term as possible. _ 

In the economic field, I think the country was 
doing quite nicely until the Suez episode. The f 
had stood up against severe pressure from all sides 
and, but for Suez, I think we would have seen a strong 
£ in the autumn of 1956. Suez altered the scene 
but whatever else came out of this, some good did 
emerge. I think it has taught us that it is a waste of 
time and money to spend large sums on armaments 
if these armaments cannot be used for various 
reasons. Secondly, it does make us realize that we are 
no longer able to undertake such enormous inter- 
national commitments for the benefit of the entire 
world, and that this responsibility must be undertaken 
by the only major power with ability to carry it out 
with justice to all concerned, namely, the United 
States of America. l 

Tt seems to me that, externally, our position is not 
. too bad as we can still compete in world markets and 
we possess a wealth of inventive genius and an 
excellent man-power; our major troubles seem to be 
internal and we refuse to accept the economic facts 
of life. For too long, many of us have tended to live 
at the expense of somebody else: tenants of rent- 
controlled houses have lived at the expense of land- 
lords; as Messrs Reddington and Gwilt have pointed 
out in a letter to The Times, we are all taking our 
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pensions at the expense of tlie next generation; at this 
very moment, eggs are. subsidized to the extent of 
2id each so that they sell in the shops at pre-war 
prices despite the fact that everything else has gone 
up several times. Our whole economy is cluttered up 
with examples such as these which, let me add, are 
not limited to one class of the population. The 
Government spends for us far too high a proportion 
of our earnings in a manner which is not only costly 
but is also certain to produce less for our money 
than if we spend it or save it ourselves. 


Review of Government Expenditure 
Necessary 


It is to be hoped that the Government will review 


not only armament expenditure but also its non- 
military and administrative expenditure: this might 
mean that the entire basis of taxation whereby we 
do some very complicated things to try and achieve 
equality between one person and another will have 
to undergo a major change. In fact, much of the 
taxation and subsidy system does not even achieve a 
redistribution of purchasing power between one 
person and another, and much of this complicated 
paraphernalia is a costly and extravagant means of 
giving back to the same individual money taken from 
him by some other process. Perhaps if taxation became 
more a means of raising money for essential national 
purposes, and less a means of achieving social ideals, 


the ‘national cake’ would be so much bigger that the 


need of social ideals might disappear. At least there 


“would be incentive, which is a necessary thing in any 


progressive community. 

I regard Government expenditure, both central 
and local, as the greatest cause of the depreciation of 
the purchasing power of the £, with the remedy 
lying entirely in the hands of the Government; and 
it is to be hoped that this long overdue problem will 
be resolutely tackled before it is too late. For the 
reason that these problems are so serious that they 
must be tackled, I would expect the inflationary 
pressure to ease- especially if we do get some 
determined action from the Government in the next 
Budget. 

If this is a correct assessment of the present 
situation, which presupposes some kind of settlement 
of the Suez problem in the relatively near future, 1 
would expect a further fall in Bank rate later in the 
year and fixed interest securities to rise accordingly. 
It does not necessarily follow that the fall in the 
industrial bond interest rate would be as rapid as for 
Government credit, and it may well be that this rate 
wil be determined more by supply and demand, 
particularly as Bank rate appears to be a weapon of 
less effect than previously. In other words, because of 
the high demand by industry for capital, it might well 
be that the spread between yields on Government 
paper and industrial paper will become wider. This is 
already true of some of the African territories where 
the demand of industrial borrowers is in excess of the 


supply. 


The Tax Aspect 


"The next aspect we must consider is that of tax and 
"here we must ask the person for whom we are invest- 
ing, what his tax rate is. As you know, it will vary 
‘from nothing to 18s 6d. To illustrate what this means, 
let us assume that our investor is prepared to make a 
‘fixed interest investment for ten'years and that there 
fare two stocks which he rathér fancies, both of which 
are repayable at par. The first has a7 per cent coupon 
selling at 11r to show approximately 54 per cent to 
redemption with no allowance for-tax. The other has 
a 3 per cent coupon selling at 81 which also shows 
54 pef cent to redemption with no allowance for tax. 
if our investor is taxed at 18s 6d in the £, he should 
‘buy 3 per cent stock and he will receive, allowing 
for tax, a:gross equivalent yield to redemption of 
:about 32 per cent. If, however, he 18 foolish enough 
to buy :the 7 per cent stock at 111, he will have 
insufficient net income to write off the premium: of 
*leveü:points. In fact he will be out of pocket by 
making the investment and would be better.advised 
ito keep his money. in his pocket. That one. can get 
‘such a different investment return from these stocks 
-according to:the tax borne by the individual is surely 
‘yet another lesson which we have got to learn. 

* ‘The cause of the difference in yields in the examples 
given, lies in high taxation and the fact that capital 
‘appreciation is not subject to tax while the premium 
.on the'stock bought over par must be written off out 
‘of taxed income: In: fact a high taxpayer cannot 
‘afford to. buy a fixed interest redeemable. stock at a 
‘premium and. must invariably seek such a stock 
standing at a discount. So long as high taxation pre- 
vails, so long will there be endless opportunities for 
exploitation. The Government has recently recog- 
nized that part of the payment received from an 
‘annuity is the return of capital, and has given effect 
‘to this in recent legislation which does not treat the 
entire payment as income. It is to be hoped .that 
other forms of capital wastage, such as leasehold 
properties, may be recognized.. 


Capital Gains Tax Possible 


In other fields, high taxation has made untaxed 
capital profit so important that it must. be having a 
serious effect on our economy and enterprise. I do 
not think we should hghtly dismiss the possibility of 
à capital gains tax which would treat capital gains and 
losses by the same considerations. It would remove 
the distinction between i income derived from interest 
and capital accretion. If this could be coupled with a 
drastic reduction in tax, including death duties, and a 
simplification of the tax structure, on balance there 
might be a lot to be said for this frightening tax which 
many of us abhor. It would at least put an end to the 
many schemes of financial arrangement on which 
many of us are engaged and leave us free to do work 
in industry and on the factory floor where so much 
has yet to be done. ` 

. I must confess that I rather mistrust politicians, 
for while they might start off with lowering the tax 
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rate and with simplifying its application, I do not 
think it would be long before they would want. it 
both ways and we would then finish up with the worst . 
of both worlds! What has. happened in county 
rates on a revised basis of assessment is fresh in our 
minds. Sufficient has been said to illustrate the 
importance of taxation to the investor and to show 


that the market in fixed interest redeemable stocks 
EE largely upon the tax bracket of the investor. 


The Political Risk - 


"The.next field of survey is political. and one is edited 
upon to assess the political risk from time to time. 
For example, our.steel shares can be purchased for as ~ 
little as three times the earnings which, even allowing 
for the taxation differences in the two countries, bears 
no.comparison with. price levels of steel .shares. in 
‘America and is also out-of line with prices of shares 
in basic industries in this country. If you believe that 
they will not be re-nationalized then buy steel shares, 


they are probably cheap. If you think they will be 


re-nationalized then they might be very dear. 
Unfortunately the political field is. the one that can 


‘wreak the greatest havoc to your calculations. One 


can find the very finest investment, examine it, come 
to the conclusion that it is a company in which. one 


‘can invest, only to find that to satisfy some political 


desire the company has virtually been put out of ~ 
business. I do not think I can contribute much to 
your thoughts on the political scene and I would - 


only stress that you be watchful of these. political 
‘aspects because they can upset your. investments 
overnight. 


Statistical and Accounting PE ) 


I hope that you will not mind if I take the statistical 
and accounting aspects together. So far as retro- 
spective research into market movements as a whole is 
concerned with future forecast as the end product, 
I do not think they get us very. far. The times of a 
seven-year trading cycle.are gone and we live now in 
a man-made economy which. produces crisis "à 
crisis as unpredictable as the weather. The whole 
economy of the nation can be so upset overnight by 
extraneous factors that there appears to be no normal 
basis on which we can operate. Many systems and 
theories have been developed but while they make 
interesting reading, I think that an investor is unwise 
to rely upon them entirely. 

So far as statistical research into the past per- 
formance of a given company is concerned, much 
useful information can be obtained. An examination 
of past performance against the known economic 
background does.give us some clue as to management, ~ 
an all important problem in investment. The presence 
of reserves and assets well written down will indicate 
strength. Stock in relation to turnover, if disclosed, 
is another point to examine, while profits in relation 
to assets employed, debtors and creditors, will ail 
make a picture which can be compared with .com- 


parable figures in other businesses. Bank overdraft 
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and liquid s assets will ave a clue as to future i issues of 
capita. 

Do far as. “the dcodunts are concerned, I must 
confess that I myself am always amused by the little 
statemént which appears on every balance'sheet, that 
is ro say, “The above balance sheet of the company 
gives à true and fair view of the state of the com- 
pany's affairs at the. . .'. If one takes the balance sheet 
and works out a break-up of the equity capital one 
gets d answer. That answer might even be the value 
placed upon the shares of the company in the Stock 
Exchange but the very next day somebody. makes a 
bid for the shares at two or three times that value. ` 

„ Tt seems that we have to contend with. three sets of 
~ figüres.- book value, income tax value and intrinsic 
value. Not only do these relate to balance sheets but 
also to revenue accounts and it is most unfortunate 
that the investor is kept so much in the dark in these 
matters..The 1948 Companies Act went a long way 
towards lifting the curtain, but it is still:extremely 
difficult, from the information provided, for: the 
shareholder-to obtain ay EE of the. worth 
of his business... ` S 

"Unfortunately, company eon in the main are 
very: secretive; not only.do they not lift.the.veil in 
their accounts, but they are reluctant to give even a 
running commentary on their:business in the shape 
of quarterly or half-yearly: reports. The, deficiency 
` in information available to the investor here compared 

ith the United. States; is.most marked and those 
responsible for institutional investment, as well as the 
individual, would no doubt welcome the efforts. of 
. you gentlemen: to Jet the shareholder know. a little 
more about his business. One recognizes that there are 
difficulties in this matter and that no director is 
anxious to make a statement on what must, to some 
extent, be matters of opinion. Nevertheless; it is not 
very.satisfactory for a share to be quoted at 20s one 
day and to be found worth ee the next, when a bid 
comes along.  : 

The fault does not lie with the take-over bidder, 
-who provides an: entrepreneur or arbitrage servicé 
and whose ‘efforts are needed in any market, but it 
lies with the directors concerned who either fail to 
appreciate the value of the assets in their custody, or 
if they do realize it, by secrecy and other means 
deprive their shareholders of their-worth. All too 
frequently we hear the phrase ‘it is not in the com- 
pany's interest’, and on many occasions ‘the company’ 
in the context used, appears to be some entity quite 
unrelated to the owners. Unfortunately, the fact that 
the shareholders are 'the compàny' and they are 
joined together for the purpose of trading jointly, is 
—forgotten by many boards of. directors and I think it 
would be a good thing for all concerned if these 
people realized: that the shareholders are the com- 
pany who are the employers. of staffs and. directors 


alike, 
Share Issues i 


There is one occasion on which the ett can 
usually see a little more of the picture than is available 
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from.the published: balance sheet and accounts. 'That 
is on the occasion of an issue of shares, either asa . 
new share to the market, or an increáse in capital 
of-an existing sharé already quoted. In the former 
case the vendors, in an understandable desire. to 
receive a fair-price for their shares, are anxious to 
demonstrate. their worth, while in the latter case it 
is usual to make some attempt to justify the issue 
price of the new capital and to.give some estimate of 
prospective dividend and profits. Bearing. in* mind 
the.very strict requirements of legislation applicable 
to those persons selling shares, the invéstor does get 
an opportunity on thosé-occasions to make a reason- 
able assessment of his investment on.the basis of an 
up-to-date progress report. As, in addition, a pur- 
chaser must.be tempted to buy, and as the increase" 
of capital to any existing issue in present conditions 
usually brings the price of the shares down, the new 
issue thatket does offer attractions to’ those having 
inoney to invest, particularly i in-ordinary shares. :. " 

Having picked. one's way ‘through the various 
factors facing the investor and regrettably having not 
obtained much encouragement in so doing, one is 
left, last but not least, with good luck. Nothing much 
more need be said about. this except to igne 
that it is a factor. 


Tiset Policy B 


Whether for an individual or ah institution, some kind 
of policy will have to be decided and the percentages 
of investment in the various groups fixed. It-will be 
found that the bigger the investor, the less able he is 
to control his investment policy. It is one thing to 
decide to invest a million £ in a certain group, 
it is quite another to do it; and one is rather left with 
having to buy what is currently being ‘sold at the 
moment, including sales by way of new. issues. 
Equally, if one thinks that one's investments in a 
certain group should be sold, a large investor is again 
at a disadvantage because he must find a buyer for a 
large quantity of stock. This will either take time to 
sell or else must be sold to an equally large institution: 
The chances are that the other large institution which 
might have bought stock will examine the proposition 
and decide not to do so for the same reason that the 
existing institutional owner wishes to sell. It will be. 
seen, therefore, that the institution does not have it 
all its own way as people might imagine, and it suffers 
difficulties not experienced by the smaller investor. 


‘Gilts’ 
If you think that inflationary pressure will be held, 
or are a trustee compelled by law to invest in trustee 
securities, you will no doubt invest in gilt-edged 
and, if you are confident enough of your views, you 
will buy a long-dated stock. If you do not like the 
inflationary outlook then you will no doubt restrict 
your purchase to a short-dated security repayable in 
five years or so. If the market level of prices:means 
anything at all, I would have thought that it indicated 
an encouragement to investors to take the longer 
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view but this will depend entirely upon the arguments 
mentioned earlier. To the investor subject to high 
rates of taxation, there have been some remarkable 
yields on this group in recent months, particularly 
in stocks with a low coupon standing at a discount. 

There is a substantial business done by switching 
between Government securities. These switches fall 
into two groups, namely, 

(a) those based upon anomalies in market prices; 

d 


an 

(6) those based upon taking a view of the future 
course of interest rates. 

The former do not usually involve one in altering by 

very much the maturity date of one's investment, and 


arise because of supply and demand in the market —. 


particularly when a new loan has been issued and is 
perhaps ‘on tap’. Supply and demand do vary for 
many reasons and it is possible for stocks within a 
redemption range of a few years to get out of line. 
This disparity is not usually large but sufficient to 
give the investor an opportunity to switch and make a 
small profit. As these opportunities occur frequently, 
it js possible over a period to make a worth-while 
profit with which to write down the cost of one's 
investments and so increase the yield. 

The second group involves one in deciding whether 
it is thought that interest rates will rise or fall. If it 
is felt they will fall, then one sells short-dated securi- 
ties and reinvests in those with longer maturity dates. 
If it is felt that interest rates will rise, the opposite 


action is taken. This is not an automatic process as: 


the market price structure might already be dis- 
counting the future rise or fall. To help one make a 
decision on this point, the study of reinvestment 
rates is sometimes rewarding. In buying or selling 
any security one 1s virtually bays or selling future 
income. Let us take, for example, two stocks, one 
redeemable in twenty years and the other in thirty 
years; as we can invest in either, it'is possible to make 
an arithmetical calculation as to what the price of the 
thirty-year stock should be at the end of twenty years 
when the other one is redeemable, on the assumption 
that we enjoy the same yield for the first twenty years. 
From this we can calculate the resulting yield of the 
thirty-year stock over the last ten years of its life, 
and from a comparison of this with other reinvestment 
yields it is possible to decide whether one buys or 
sells future income during this period. It also enables 
us to determine the pair of stocks whose future income 
should be bought or sold. 


Debentures and Other Forms of Debt 


This is an attractive form of transaction to both the 
investor and the borrower. 'The borrower can charge 
the interest against his profits and the investor has 
security for his investment. If one is investing in a 
debenture, it is important to ensure that it really is a 
debenture, preferably secured on adequate fixed 
assets and not only a promise to pay, which is in- 
variably the basis of the security underlying the note. 
In recent months a large amount of finance has been 
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raised by debentures at rates of interest of around 
6 per cent for long terms. If the rate of inflation 
slackens off, then those people who have made these 
purchases will no doubt be feeling very pleased before 
many years have passed and we may look upon the 
6 per cent era as something of an exception. On the 
other hand, if the current rate of inflation were to 
continue these investments might not look so profit- 
able. | 

It is unnecessary to go into the things to look for 
except perhaps to emphasize that when one is buying 
a loan stock the holder ranks along with the general 
body of creditors. He must, therefore, ensure that 
there are adequate 'negative clauses' such as restric- 
tions on charging and borrowing powers in order ^ 
that his claim on the assets does not get whittled 
away. Because of the difficult market conditions and 
size of capital required we have seen the issue, with 
great success, of convertible loan stocks, and this 
form of security might become a popular method of 
raising capital. 

Where the conversion element is large or valuable 
there is a lot to be said for satisfying the needs of 
the equity shareholders first as the issue in fact 
places some part of the equity capital under option. 


Preference Shares 


I can never find much enthusiasm for this type of 
investment unless these shares are bought at ex- ` 
tremely low levels in a dear money era. They have- 
neither the status of a bond nor the excitement of an 
ordinary share. To a borrower they are unattractive 
in so far as they attract profits tax which must be , 
provided out of the profits of the company. Nation- 
alization of various industries raised the question of 
their being paid off at par and a good deal of legal 
opinion was found to support this argument. The 
Association of Investment Trusts and The Investment 
Protection Committee of The British Insurance 
Association have done a lot of work to provide 
subsequent issues proper protection against this risk. 
The modern preference share invariably has pro--- 
tection in the form of a ‘Spens’ formula’. This in fact 
means that the repayment value in certain circum- 
stances is related to average market prices and a 
minimum figure is invariably added. 

I think, too, that it is important to have also a say 
in the borrowing powers of the company. This is 
because the preference share entitles one to a fixed 
position in the queue as regards profits and capital 
assets. If one does not restrict the number of claims 
ahead of one in this queue by a limit on borrowing 
powers one's relative position can be weakened. If 
this is not done one might find that the preference— 
shares which were bought on an adequate income 
and capital cover can be reduced to almost risk- 
bearing capital without proper reward for the risks 
taken. One must also restrict issues by subsidiary 
companies, especially when the parent is a holding 
company, as otherwise issues by subsidiaries will have 
a prior claim on the profits. 
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Tn all cases of fixed interest securities, it is necessary 
to impose restrictive covenants which need class 
` meeting consent for them to be waived or relaxed. 
Many of such restrictions are designed to meet a 
situation which is possible but improbable and some 
with the growth of the company will become un- 
necessarily severe. I think, therefore, that where 
consent is sought for relaxation, the holders of these 
securities should be reasonable and not of necessity 


is a lot to be said for the ‘open-ended’ type of issue 
which enables a company to finance itself in keeping 
with its growth without obtaining any consents but 
i subject to income and capital cover being maintained. 


Ordinary Shares . 
If one believes in inflation, presumably one — 
only invest in ordinary Shares, including commodity 
shares and shares whicli otherwise might appear 
speculative. I think, however, a note of warning 
might here be added, that the profit can be taken out 
| of equity shares almost overnight by political action, 
. and that such shares may not possess the safe refuge 

which they are thought to enjoy. 

Some measure of reinsurance can be geen by 
geographical spread. Probably the most important 
item in selecting is management, which is 

// Very hard for anybody to assess from the published 
` "wnd statistical information. From the remarks made 
earlier it will be seen that the investor is kept very 
much in the dark. It is, however, surprising what the 


accounts and chairman's statement can be made to 


reveal. The answers to questions asked at general 
meetings will indicate whether the board impresses 


you or not, and if you are a good judge of character - 


you will soon acquire an acute sense of ‘smell’ for 
good directors and management. You will even smell 


them out in restaurants and on board ship — which is a 


particularly good place to do your smelling for bad 
as well as good management! If it is bad leave it alone. 


good and other things are equal, back it even . 


at moderate expense of spread. You will probably 
do better in six companies with good management 
than.a dozen where the management is unknown. 

Beyond looking for a steady and increasing record 
of profits, I always like to see a business backed be 
assets. If the earnings are relatively high in relation 


to the assets I think the proposition needs much more. 


consitleration to ensure that one is not investing in a 
a business vulnerable to competition or a business 


which is providing a service or something fashionable. 


rather than a solid basic product. 

e——Tbhe financial Press, both weekly and daily, together 
with the City columns of the daily Press provide 
much valuable information for the investor and this, 
coupled with the services of a good stockbroker, 
should enable a -purchase to.be made. wisely. If the 
investor is more ambitious and thinks himself clever 
enough to find all the growth situations then he must 
recognize that he will make some mistakes; but this. 
is where the last element of luck helps. 
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One must be continually aware of the change in 

industrial development or consumer needs and be 
prepared to alter the portfolio if a long-term change 
appears likely. One has only to remember that some 
twenty-five years ago the shares of Imperial ‘Tobacco, 
Carreras and British Match Corporation would have 
figured in most investment lists as growth companies 
with corresponding yields, but in the intervening 
period they have declined to an 8 per cent yield 
basis which is a reflection of market opinion. It is not 
suggested that they should be sold, on the contrary 
as a method of conserving yield they might be very 
attractive but they do illustrate the change of market 
opinion or industrial outlook which, if you are 
concerned with capital value, is as equally important 
as finding a sound investment. 
- Personally, I would not pay too much by way of 
reduced income for the prospect of growth. The 
market is inclined to value shares more on dividend 
than earnings and while dividend without adequate 
earnings is not to be desired, earnings without divi- 
dend might involve one ina long wait. If one demands 
a reasonable return one might miss some growth 
opportunities and thereby capital gain, but one might 
also miss some which do not fulfil expectations. 
Again the tax factor is an important consideration in 
this matter and Whether one desires. capital pour Or 
income. 

It must be eer that it is not only i important 
to find the right share to buy or sell, but also to choose 

right time to do the transaction. In fact, there is 
probablj as much to be made out of timing as there 
is out of choosing the right share. The average in- 
vestor, having decided his portfolio, is invariably 
in a hurry to make his purchase, whereas if he would. 
exercise a little patience and wait for suitable oppor-. 
tunities he would get more shares for his money and 
thus increase income. ‘This is particularly so if he is 
prepared to substitute one ahare for another within. 
an industry and to take, for example, the one that is 
making a ‘rights’ issue for the reasons mentioned 
earlier, I think that the investor should confine him-. 
self. to shares with full voting rights, as non-voting 
shares are becoming increasingly unpopular with 
resulting lack of marketability. ‘The vote has a value 
to a take-over bidder and without it one might find 


oneself in an unfortunate position. 


Overseas Investment 


Overseas investment has proved a most unsatisfactory 
outlet for British funds over the years. Unfortunately, 
overseas countries, which are pleased to take capital 
for their development and the exploitation of their- 
natural resources, have been known to develop a 
frame of mind where they d gis the investment by: 
outsiders as anti-national. I would certainly not: 
entertain any investment in any country overseas 
unless that country has shown itself to appreciate not 
only the benefits but the liabilities of capitalism and: 
I would keep, with few. exceptions, my investments 
to. North America and the British Commonwealth. 
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. l am.conscious that many of.my remarks have 
political or economic implications but this is inevitable 
in a planned economy which may change with a 
change of Government or, indeed, during the GE 
of the sarne Government. 

In conclusion, the basis underlying investment is 
thé assessment of risk. To minimize risk one must 
rae oné's investments, ee one must be ever 
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mindful, having assessed the risk, that one is paid the 
appropriate rate. The problem largely becomes one 
of buying.and selling income, and. comparing the 
terms and quality of the income with which. one is 
dealing. In fact, yield is the common denominator of 
all investments and the common basis of comparison. 
There is a saying that if one‘buys good income on the 
right. terms the capital w look after a 


Weekly. Notes 


Chair of uge and ‘Business Method: 
University of Edinburgh ` 

The’ Court of. Edinburgh University, after con- 
sultation with the Council of The Institute of 
Chartered Accountants of Scotland, has appointed 
Mr D: S. Anderson, C.A., to be Professor of Áccount- 
ing and Business Method at the University of Edin- 
burgh in succession to Professor A. G. Murray; 
M.A., C.A., whose tenure of the chair PS at the 
end of the present session. ': 

Mr Anderson, who qualified in 1925, is a partner 
in the firm of Messrs Wallace & Somerville, Char- 
tered Accountants, of Edinburgh, and since 1955 he 
has been a member of the Council of the Scottish 
Institute, having: previously sérved on the' Council 
of The Society of Accountants in Edinburgh from 
1942-46. Mr Anderson is a member of the Institute's 


Examining Board and is Convenor of the Rules and 


Bye-laws Committee. He is a director of a number 


of companies, a member of the High Constables of. 


Holyroodhouse and Acting Commandant of the 
Edinburgh Mechanized Special Constabulary, The. 


Chair is always occupied by a practising accountant - 


and Mr Anderson will continue in public practice. 


The Exchequer Returns i 
At this time of the year the Exchequer Returns are 


always eagerly awaited as an indication of the amount. 


which the Chancellor of the Exchequer may have 
available for tax remission or of the deficit to be made 
good by tax increases. The figures.for the fiscal year. 
1956-57 which were published last week provide 
mixed reading. They show a surplus on ordinary 
revenue expenditure account of {290 million. This 
was {107 million below the 1955-56 surplus and 
£170 million below the Budget estimate. It was, 
however, only {41 million below the revised estimate 
of £331 million after allowing for additional spending. 
. On the expenditure side, the main feature of the 
returns is the failure of the Government to prune 
expenditure by the {100 million promised after last 
year's Budget. This was due partly to extra spending 
on Suez which has been estimated at between £35 
million and {50 million, and to the increased interest 
- charge on the National Debt which has amounted to 
£40 million more than was originally estimated. 
Ordinary revenue at £5,158 million was only very 
slightly below the original estimate of £5,198 million. 
The fall in the ordinary: surplus has been very 


largely counter-balanced by the improvement 'in_ 
‘below the line’ items where most of the spending is 
on capital account. The net capital outlay in this 
section at (621 million was well below the Budget 
estimate of £803 million. The overall deficit thus 
became .£331 million which is approximately {12 
million less.than that originally estimated, and well 
below the revised estimate of £471 million. "l'he main 
reasons for this have been that local authorities 
borrowed firi million less than expected: and the 
nationalized industries £66 million less. ` 

On a strict accounting basis these figures provide 
little basis for any marked .reduction in. taxation. 
Expenditure next:year is likely zo be rather higher 
than in 1956-57 and there is no valid reason to expect. 
a marked increase in revenue, since industrial pro- 
duction has now been stationary for a considerable 
time. In the outcome, however, the Chancellor may 
well argue that some reductions in taxation will serve 
to stimulate the economy and that any reduction in 
rates of taxation would not necessarily cause a 
directly proportionate reduction: in tax yields. 
Whether or not he will decide in favour of incentives 
must.depend very largely on the effect which he 
estimates any such policy would have on the men 8 
balance of payments. $ 


industrial Earnings and Hours of Work 
In the prevailing industrial situation, the: last, six-- 
monthly analysisundertaken by the Ministry of Labour 
of industrial. earnings and hours of work, has more 
than usual interest!. Average weekly earnings in the 
industries covered by the inquiry in the last week of 
October 1956, amounted to zoos 8d. This: represents 
an increase of 1j per cent on the level of earnings in 
April 1956, and an increase of 94 per cent compared 
with April 1947. The extent to which earnings*have 
forged ahead of wage rates is shown by the fact that 
between April 1947 and October 1956, the average 
wage rates in the industries br by the inquiry 
rose by only 66 per cent. The main reason for this- 
difference is the growth in the amount of overtime, 
caused by either an increase in hours worked, or by 
an increase in those paid at overtime rates, Average 
hours worked in October were 46-6, a decline from 
46:9 since October 1955. 

The constituent industries in the industrial (metal 


! Published in the EES of Labour Gazette Mad March 
28th, 1957. i 
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manufacturing) group are at the head of the list so far 
as earnings are concerned, The average of this group 
is 250s 6d, Earnings in the engineering industries are 
returned at an average of 218s 9d, and those in the 


vehicles industry at 225s rod. This latter figure is. 


not so high as a year earlier. Very high in the complex 
of industries which goes to make up engineering 
is shipbuilding and ship-repairing. Here average 
earnings last October amounted to 241s 4d, more than 
IO per cent greater than average earnings in engineer- 
ing, and 6 per cent greater than earnings in the 
vehicle trades. In the latter group, the aircraft 
industry leads with earnings of 254s 5d, followed 
-by motor vehicle manufacture with 252s 11d. 

Special arrangements are made to collect infor- 
mation on earnings in agriculture, coal mining and 
in the dock and railway services. Earnings in these 
industries are not included in the averages quoted 
above. Áverage weekly earnings in coal mining in 
October 1956 were 306s 11d, and in addition the 
value of allowances in kind were valued at 14s rid. 
Thus, coal mining is well ahead of all other industries. 
Figures returned by the British Transport Commis- 
sion show that earnings in the railway service are 
somewhat below average. On the other hand, dock 
labour is relatively well paid with average weekly 
earnings of 270s gd in October last. 


Hire-purchase Control 


was announced last week that the Government has 
decided that the regulation of borrowing by hire- 
purchase finance companies requires further study 
and, therefore, a Bill cannot be introduced this session. 
This Bill has been awaited for some months and has, 
in fact, to fill two purposes. The first is to give 
permanent status to the powers to control the terms 
of hire-purchase transactions which the authorities 
now exercise under defence regulations. The second 
is to establish some means of controlling the opera- 
tions of companies which borrow money from the 

ublic to advance hire-purchase business. Hitherto, 
there “has been no direct control of this kind and a 
number of hire-purchase finance houses have been 
able to circumvent the restrictions imposed by new 
issue controls and reduction of bank overdrafts, by 
offering rates of interest for deposits substantially in 
excess of those being paid in other fields. 

It would appear, however, that it is not only in 
this field that difficulties are being encountered. The 
two new statutory orders which came into force on 
April 4th make a total of seven issued by the Board of 
Trade in the past year. It would appear that as soon 
as restraints are imposed in one direction, traders 
find loopholes in another. These latest orders are 
designed to stop retailers, manufacturers and finance 
companies from arranging loans to help customers 
pay their initial deposit. In addition, shops dealing 
in the rental business will be prevented from paying 
the necessary nine months’ advance on goods which 
customers have agreed to hire. The new regulations 
will also restrict similar arrangements by which 
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finance houses have agreed to provide the initial 


‘deposit for manufacturing firms purchasing plant 


and equipment. 

Provided agreement can be reached on detail, the 
majority of the established finance- houses would 
welcome a general codification of the regulations in 
the form of a Government Bill. The chairman of the 


British Wagon Co, for example, recently drew atten- 


tion to the frustration which is caused by the con- 
tinuing amendments to the hire-purchase control 
orders. The finance houses have expressed particular 
concern at the proposal for a statutory liquidity 
ratio and it is probable that they would welcome a 
periodic return of information to the Registrar, 
similar to that now made by building societies, in 
place of the original Government proposals, 


Import and Export Prices 


Apart from two temporary dips, the trend of both 
import and export prices over the last two years has 
been steadily upwards, the rise in import prices being 
particularly marked since August 1956. On the basis 
of 1954.— 1006, the import price index stood at 111 in 
February 1957 and the export price index at rro. 
Both indices were six points above the level for 
February 1956. There has been no change in the 
terms of trade, i.e. the ratio of import to export 
prices, since December last. This must be considered 
a satisfactory position having regard to the rise in 
freight rates and the general dislocation to shipping 
routes following the closing of the Suez Canal, The 
Board of Trade say that the effect of ship re-routing 
was less marked in February than in earlier months 
and that trade appears to be becoming more settled 
on the basis of voyages round the Cape. They have 
issued a warning, however, that further dislocation 
to monthly trade figures must occur when full use of 
the Canal is resumed. 

The dislocation of shipping makes it impossible to 


. compare directly the total import and export figures 


on a monthly basis with those of a year ago. Total 
imports in January were swollen by the late arrival 
of a large number of ships diverted via the Cape and 
the same factor was responsible for a fall in exports in 
that month. Both these factors were largely made good 
in February. Over the four months, November 1956 
to February 1957, the average monthly value of 
exports was {271 million, an increase of 64 per cent 
on the corresponding period of the previous year. 
Since export prices rose by 4 per cent the increase in 
the volume of exports was about 2 per cent. The 
average monthly value of imports over the period 
November 1956 to February 1957, at £330 million, 
showed practically no change compared with the 
previous year, indicating a fall of some 4 per cent in 
the volume of imports. While it is, at first sight, 
satisfactory that the visible trade deficit over this 
period fell by £16} million, it will be some time before 
it is known how far this was due to reduction of 
internal stocks which will have to be made good later 
in the year. 
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Finance and Commerce 


Strike and political developments, coupled with the 
uncertainties of the approaching Buaget, have led to 
an easier and apprehensive tone in the stock-markets. 
Selling has been limited but it has been sufficient to 
push prices. well back. Some unsatisfactory company 
results have also affected sentiment. 


Abbey National 


This week’s reprint gives the accounts of the Abbey 
National Building Society which, through the 


‘National’, goes back to the very “beginnings of the: 


building society movement. 'The origin of the move- 
ment, it is interesting to recall, was political. Men 
became Parliamentary voters by land ownership, 
ownership being assisted through advances on mort- 
gage. The story basically is concerned with the 
abolition of the Corn Laws. From this has developed 
the use of millions of investors' money mainly for the 
purpose of buying houses and homes. 

This is the first building society year for the 
observance of the new features which the Registrar 
has introduced into the statutory form. One in par- 
ticular is referred to by Sir Harold Bellman, the 
Abbey Road chairman: thé new account for mortgage 
losses reserve. All societies aré now required to pro- 


vide a specific resetve for the losses which may be 


incurred on mortgages. The Abbey Road provision 
is £26,000 which, Sir Harold points out, should not 
be confused with the actual losses charged i in the year 
which were only £6,426. 

'The new form of account also provides for addi- 
tional parts to the schedules, but these, covering five 
pages of close print, have been omitted from the 
reprint. ` 


New Look 


A new look has been given to the accounts of the 
British Oxygen Co Ltd with the publication for the 
year to September 30th, 1956. So far as the actual 
accounts are concerned, it is largely a matter of paper, 
printing, layout, and the use of a faint blue back-. 
ground for the comparative figures previously given 
in italics. This treatment for the comparisons makes 
a great difference. The figures for the year stand alone 
yet with the comparison readily available. 

The main change, however, is in the provision of 
extras in the shape of a ten-year comparison of results, 
distribution of each £ of group income for the year, a 
ten-year graph of group sales and profits, and another 
of capital expenditure. 

- The comparison of results shows profits and their 
disposal, an analysis of capital employed, the return 
on the average capital employed based on profit 
before tax, after adjustment for loan service charges, 
the amount of the issued ordinary stock and the 
dividend rate paid on it. 

The two graphs bring out the fact that increasing 


Seet expenditure has been —" D a i 
stantial increase in sales with a comparatively 
moderate increase in pon 


The Gilt-edged Market 


After having risen in anticipation of February 8 
Bank rate cut, the gilt-edged market subsequently 
fell back. The issue of a new tranche of the 1979-81 
‘Treasury stock and renewed weakness in sterling 
were the principal factors. 


December March 

E 31st 29th 
Consols 495 1957 aft. 762 x.d . 80k 
Consols 24% 1923 aft. 521 x.d 538 x.d 
Conversion 34% 1969 — .. 83% 864 
Conversion 34% 1961 aft. .. "ob 72k 
Funding 4% 1960-90. . . 86% 894 x.d 
Funding 3375 1999-2004 75% x.d 78b , 
Funding 3% 1966-68 80$ x.d 82% - 
Funding 3% 1959-69 79i 813 
Savings 3% 1955-65 .. .. 87} 88 
Savings 3% 1960-70... ... 78 79% 
Savings 3% 1965-75 . +) 748 75%. 
Savings 2¢% 1964-67 79% Sof 
Treasury 34% 1977-80 708 79% 
Treasury 34% 1979-81 77% 784 -` 
Treasury 2f% 1975 aft 52] 533  — 
Victory 4% by 1976 .. grt - 93$ ^- 
War 3$75 1952 aft. Jo% 73% 

. British Electric 44% 1967-69 — 91 941 
British Electric 44% 1974—79 87% 89 
British Electric 34% 1976-79 77% . 804 
British Electric 3% 1968-73 .. 75i och 
British Electric 3% 1974—77.. 738^ 75% 
British Gas 4% 1969-72 .. 864 88% 
British Gas 34% 1969-71 8if 854 
British Gas 3% 1990-95 6071 69 fk 
British Transport 4% 1972-77 83} 87$ 
British Transport 3% .1968—73 75% . 725 5 
British Transport 3% 1978-88 68 x.d op 
Conversion 44% i962 981 98 + 
Conversion 495 1957—58 98 A 98 
Conversion 2% 1958-59 9435 95H 


Exchequer Stck. 395 1962-63 90^ ^ ' 92$ 


Exchequer Stck. 24% 1963-64 85 87i ^ 
Exchequer 5% 1957 .. . 100 4k 100 d 
Exchequer 3% 1960 .. 041 oe? . 
Exchequer 29$ 1960 .. orf 93% >` 
Funding 2176 1952-57 .. 99% 99% | 
Funding 24% 1956-61 .. got 92 ay 
Serial Funding 2195 1957  .. 97i op A 
War 3% 1955-59 es.  .. '98 96 8 -— 
Money Market 


At the Treasury bill tender on March 29th, the 
market's bid was raised by 2d to £98 18s 6d and the 
average discount rate eased to {4 1s 11-79d per cent. 
Applications totalled. £391,630,000 and this week 
the offer is repeated at £50 million. 
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Annual Account and Statement of ABBEY NATIONAL BUILDING SOCIETY, for tha year ended 3Ist December, 1956 
L l SHARES ACCOUNT 
Number of Share Investors 554,646 (Including borrowers with share accounts) 
£ : £ 
Wichdrawals and Interest SEN .. 29,549,045 | Subscriptions v .. 46,939,893 
Due to Shareholders at end of year be .. 230,617,061 | Interest on Shares - 6,777,657 
l l Due to Shareholders at beginning of year .. 206,448,556 
i O £260,166,106 : £260,166,106 
i 
2. DBPOSITS AND LOANS ACCOU NT 
Number of Creditors for Deposits 15,840 
Withdrawals and Interest 7,564,290 | Receipts from Depositors 2,492,732 
Due to Creditors for Deposits and Loans at end of year 14,544,31] Interest on Deposits : 403,587 
Due to Creditors for Deposits and Loans at beginning of year (9,212,282. 
£22,108,60] , ` £22,108,601 
— A MORTGAGES ACCOUNT. 
: Number of Borrowers 189,904 ` 
Advanced on Mortgag Repayments of Advances, intereat, Insurance ane 
On 24,673 Morteices. Where the ES agreed to will not ' Ground Rents, etc. . R i 30, wi ,712 
exceed £3, 35,683,406 | Losses charged to Other Reserves vx 6,426 
:On 1,008 Mortgages where the advance agreed | to will Due on Mortgages at end of year «+ 219,435, 729 
exceed £3,000 . i 4,616,765 © . 
40,300,171 
Interest from Borrowers .. iT .. 11,033,774 
Insurance Premiums e ds s5 395,976 
Due on Mortgages at beginning of year SC .. 198,609,946 
| £250,339,867 £250,339,867 
4, INVESTMENTS ACCOUNT 
-Investments made:— ; Investments realized:—  . 
British Government Securities 6,551,912 British Government Securities a as 4,271,055 
Treasury Bills .. 5,946,795 "Treasury Bills... is es RS 3,464,704 
Loans to Local Authorities 1,750,000 Loans to Local Authorities EN es i 6,789,282 
14,248,707 14,525,041 
Profit on Realisation of investments oe zs 23,298 | interest and Dividends received . on i 44 79, 188 
interest and Dividends earned Së E 1,297,349 | Balance at end of year e ia .. 31,666, 866 
. Balance at beginning of year Se .. 31,901,741 ' 
X £—————— emer 
£47,471,095 £47,471,095 
5, REVENUE AND APPROPRIATION ACCOUNT 7 
Management Expenses:— Interest from Borrowers . . 11,033,774 
‘Directors’ Fees . ove 20,000 | Interest and Dividends from Investments às as 1,297,349 
‘Remuneration of Staff and Auditors E 669,037 | Bank interest x e 11,870 
Office Rents, Rates, Repairs and Charges 182,227 | Rents from letting of Office Premises "n M 63,864 
Printing, Stationery and Foara Dé 104,876 | Survey Fees and cua ‘ : a 185,375 
Advertising 99,828 | Books, Fees, etc. .. 785 
Commission and "Agency Fees . [93,937 Insurance ‘Commission bx 185,129 
Bank, Legal and Sundry Charges i 
1,353,165 
Survey Fees end Expenses j 79,337 
Interest on Deposits and Loans . iu 403,587 
Depreciation, Office EE E etc. 45,058 
Income Tax x se 3,244,893 
fits Tax 223, 
Intarest to Shareholders for period ended 3ist December, [956 . 6,777,657 
Balance carried down xs vá 553,991 
£12,781,146 £12,781,146 
General Reserve : i 250,000 | Balance brought forward from last yer =e 396,553 
Mortgage Losses Reserve : 20,000 | Balance brought down  .. D 553,991 
Other Reserves. b , 306,426 | Profit on Realisation of Investments S 23,298 
Balance carried forward .. 397,416 
£973,841 £973,842. 
é. GENERAL RESERVE ACCOUNT 
Balance at end of year .. 8,000,000 | Balance et beginning of year . A Sp 7,750,000 
: Transfer from Appropriation Account .. : ge xi ,000 
£8,900,900 £8,000,000 
EE MORTGAGE LOSSES RESERVE ACCOUNT Í 
Balance at end of year ls 20,000 | Transfer from Appropriation Account .. A ‘ 26,000 
"£20,000 £20,000 
Ta. OTHER RESERVES ACCOUNT 
Transfer from Mortgages Account os La 6,426 | Balance at beginning of year Se "^ A s i» 1,200,000 
Balance at end of year... S ' 1,500,000 | Transfer from Appropriation Account ,. a - . 306, 
£1,506,426 £1,506,426 
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laxation Cases 


Full reports of the cases summarized in this column will be publi 
tn the ‘Annotated Tax Cases’. 


The Telemachus 
In the High Court of Justice (Divorce, Probate and 


ty Division) 
December 7th, 1956 
(Before Mr Justice WILLMER) 
income tax — Salvage of ship- Award for personal 
services — Whether taxation to be taken into account in 
assessing amount of award. 


On May 8th, 1956, the Telemachus left Semarang 
in Java with a cargo on board and, when about ten 
miles out, she suffered a breakdown of her engines 
of such a character as to be beyond the possibility of 
repair at sea. On May roth she was taken in tow by 
the Tantalus and was towed into the port of Soura- 
baya. Both ships belonged to the same owner, and 
it was admitted that salvage services had been 
rendered. The master and crew of the Tantalus 
claimed an award for salvage services rendered to the 
Telemachus, her cargo and freight. 

In the course of the argument the question was 
raiscd as to whether, in arriving at the amount of the 
award, account ought to be taken of the fact that some 
of the members of the crew of the Tantalus would be 
subject to income tax in respect of the amounts of 
the award received by them. 

Held, that having regard to the fact that salvage 
awards are made in order to encourage mariners to 
perform salvage services, the fact that such amounts 
will be diminished by taxation should be taken into 
account in arriving at them. 


C.I.R. v. Thornton, Kelley & Co Ltd 
In the High Court of Justice (Chancery Division) 


February 8th, 1957 

~~ (Before Mr Justice WyNN-PARRY) 

Surtax — Undistributed income of company — Income 
available for distribution — Share capital issued other- 
wise than for adequate consideration — Issue of bonus 
thares- Finance Act, 1922, Section 2I — Finance 
Act, 1927, Section 3r (1)- Finance Act, 1936, 
Section 19 (4). 

Prior to 1920 the issued. capital of the respondent 
company was {10,000 divided into 10,000 ordinary 
shares of £1 each. In that year the company caused 
1 revaluation of its fixed assets to be made, and part 
X the surplus thus shown was applied in paying up 
n full 10,000 new 7$ per cent cumulative preference 
shares of {1 each, which were issued to the holders 
of the ordinary shares. In 1951 the preference shares 
were repaid in full out of income, i 

A direction under Section 21 of the Finance Act, 
(922, having been made for the accounting period 
'overing the date when the repayment of the prefer- 
"nce shares took place, it was contended on behalf 
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, with Notes on the Judgments, 


of the Inland Revenue that the sum so applied 
should be regarded as income available for distribu- 
tion among the members of the company, in that it 
was a sum expended or applied in redemption of 
share capital that had been issued otherwise than for 
adequate consideration, so that Section 31 (2) of 
the Finance Act, 1927, and Section 19 (4) of the 
Finance Act, 1936, applied to the case. The Board of 
Referees rejected this contention and discharged the 


ion. 


Held, that the shares were issued otherwise than 
for adequate consideration within the meaning of 
Section 19 (4) of the Act of 1936, and that the case 
should be remitted to the Board of Referees to be 
dealt with on that basis. 


Firestone Tyre and Rubber Co Ltd v. 
Lewellin 
.In the House of Lords — February 14th, 1957 

(Before Lord MORTON or HENRYTON, 
Lord RADCLIFFE, Lord Tucker and Lord CoHEN) 
Income tax — Assessment as agent of overseas company — 
Whether United Kingdom company agent of company 
abroad — Income Tax Act, 1952, Section 369. 

The appellant company was a wholly-owned sub- 
sidiary of an American company and it carried on 
the business in the United Kingdom of manufactur- 
ing and selling Firestone tyres. There was an agree- 
ment between the American company and certain 
foreign distributors regulating the sale of its own 
and its subsidiary companies’ products. There was 
also an agreement between the American company 
and the appellant company ‘for fulfilment by the 
English company of orders obtained in Europe and 
elsewhere by the American company’. By this agree- 


ment the appellant company agreed to fulfil orders. 


for the European market obtained by the American 
company when so requested, charging the latter with 
the cost and remitting to it the balance of the sale 
price less 5 per cent. - 

The American company’s practice was to supply 
its European distributors with lists of manufacturers. 
who would fulfil their orders and of whom one was. 
the appellant company. 'The distributor then sent: 
to one of the listed manufacturers an order which in 
the case of the appellant company was fulfilled by 
delivery free on board at an English port. The 
appellant company received the price, retained 5 per 
cent and the cost of the goods, and remitted the 
balance to the American company. 

The Inland Revenue made two assessments on 
the appellant company. The first assessment was. 
made on the footing that the sums received from. 
European distributors were receipts of the ordinary- 
business of the appellant company. The other assess- 
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ment was made on the appellant company as an 
agent of the American company. The Special Com- 
missioners discharged the first assessment but con- 
firmed the pnis 
It was contended on behalf of the appellant com- 
pany in relation to its assessment as- agent of the 
1ericari company that tbe latter was not exercising 
a trade within the United. Kingdom because the place 
where the goods were sold in a 'pure' merchanting 
business in law determined the site of the exercise 
of the trade itself, and secondly that the sales were 
madé outside the United c because the 
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master agreement between the American company 


and the distributor was not made in the United 


Kingdom or alternately because they were based on , 
in Sweden. 

Held (affirming the decision of the Court of 
Appeal), that the place where sales or contracts of 
sale are made is an important but not. the .exclusive 
test, and that the Special Commissioners were fully 
entitled to come to the conclusion that the American 
company was exercising a trade within the United 
Kingdom and that the appellant.company had con- 
stituted itself the SEN s regular agent for this- trade, 


oo, + Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
TEE The Editor does-not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Training for the Profession 


Sir, - The Institute's insistence on the importance 


of articled service in the office of a practising account- 
ant has been criticized frequently in recent corres- 
pondence on integration and we have been treated 
to a generous number of “When I was a lad’ stories by 
various correspondents in their attempts to devalue it. 
May I, without auto-biographical details, make 
two important points in defence of.articled service: 
(1): Articled service v. industrial experience- 
A youth in the profession grappling with a set of 
incomplete records, for example, will learn far more 
about commerce, and profit and loss, than the young 
accounts, clerk in industry- who, generally speaking, 
never has the opportunity to see beyond: small seg- 
ments of routine work. The ability to think for 


oneself is developed by the former type of job to an 


extent. which is not possible in industry. 


(2) Articled service v. non-articled service and the 


profession 


Whatever the principal/articled Sege relationship 


may be, there is a solemn covenant between them 
which must promote in the clerk, to greater or lesser 
degree, a feeling of identity with, and pride in, the 
traditions and ideals of his professional body (and 
thus the profession) which the non-articled clerk is 
unlikely to acquire unless he has a strong sense of 
vocation. Yours faithfully, 
Hornsea, East Yorks. D. G. CLARKE, A.C.A. 


> “The Internal Auditor’s Duty’ 
Si, - With much respect to Mr Reginald A. Reid, 
C.A., whose interesting lecture to the London Chapter 
of the Institute of Internal Auditors was reproduced 
in your issue of February 23rd, I would suggest that 
the premises upon which Mr Reid bases his argu- 
ment may not be wholly sound, and for that reason 
may be dangerous. 

. Mr Reid appears to be advocating that the internal 
auditor's duty should be closer to that of financial 
advisor than the chief accountant himself, and this, 


though gratifying to the internal auditor, would be 


very galling to the chief accountant. 


There is also throughout the lecture a tendency 
to suggest that the management have very little idea 
why they have themselves appointed internal auditors. 

In &pite of the fact that the profession i is not quite 
a8 new as he would lead us to suppose, it is true that 
few internal. auditors could quote exact terms of 
reference. This makes it all the more important that 
those who follow this occupation, and those who give 
them advice, should be extremely careful ro avoid 
becoming side-tracked from what must surely be the-, 
only clear objective - namely, the detection and, if 
possible, prevention of fraud. 

In a business sufficiently large to warrant the 
employment of one or more internal auditors, this 
must of necessity be a whole-time job. They cannot 
afford to be diverted from the task of examining and 
re-examining the internal checks and of carrying out 
their programme of audits at each accounting point. 
To be satisfied that such internal checks exist is not 
enough: their efficacy must be constantly tested. 

All too often one reads of frauds of considerable 
magnitude being carried on for a number of years in 
large companies; may this not be because auditors 
have allowed themselves to be drawn into moré" 
interesting fields of accountancy. ' 

- To check the periodical budgetary statements pre- 
pared for the management of any organization of 
size and complexity, without neglecting the more 
important element of their work, would almost 
certainly call for a doubling of the staff of the 
internal audit department. 

I feel sure that no board of directors would 
criticize anyone but the chief accountant over the 
question of the presentation of management accounts, 
but I leave it to readers to judge who is going to take 
the blame if a fraud comes to light which has re: 
mained undetected too long. 

Yours faithfully, 
Richmond. H. T. MILES. 


[Mr Reid writes: I hoped I had made it clear in my 
address that the internal auditor has a function in his 
own right and, therefore, he should never be in any 
danger of usurping the functions of the chief account- 


-— 
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ant or the financial adviser. He must find out, however, 
because of his responsibilities to the management, 
whether these other functions in the company are 
organized in an efficient way. His knowledge and then 
his opinion come through the discharge of the internal 
nudit function. 

My address was concerned with only one aspect of 
the internal auditor's duty and I did not write about 
his interest in frauds or defalcations. Nevertheless, 
I cannot agree with your correspondent when he states 
that the only clear objective of internal auditing is the 
detection and, where possible, the prevention of fraud. 
May I quote from an article by Donald S. Grubbs 
which was published in The Controller, New York, 
of February 1946. The author writes: 

‘Internal auditing — merely for the purpose of detect- 


ing or preventing. fraud — will not pay dividends in : 


most businesses. If your conception of internal auditing 
is that by fraud on pin ouis it wil save 
your company money, not recommend an 
internal audit Ee M SC company. 'T'he detec- 
tion of fraud de auditing is an expensive pet Most 
frauds are detected by other means anyway. : 
and surely one of the most effective means is that the 
management through all its agencies of internal con- 
trol — and not primarily internal audit — ensures that 
the system of internal check is, as your correspondent 
‘suggests, both efficient and economical.] 


Stores Accounts . 
. SIR, - I was interested in Mr Welch's letter (March 
. Sot issue) regarding the entering of the stock 
remaining figure on, the requisition slip after each 
sue from stores, as this system has been in operation 
in this Group for several years. If a central store is 
operated .and re-ordering is carried out from: the 
bin card, I agree that this feature will prove bene- 
ficial. In this group, however, a store is operated in 
several hospitals some distance from the .central 
office from which re-ordering is done on the basis 
of the stores ledger figure, and the system. then 
becomes essential to avoid over-stocking. 
. In order to comply with the instructions of the 
Ministry of Health to commence departrnental 
hospital costing as.from April. rst, 1957 (March 
“30th issue, page 347), the stores ledger has been 
mech on a punched-card installation, using 
the information on the requisition note to debit the 
appropriate departmental account and to credit the 
stores ledger. 'l'his necessitates the tabulation of the 
stores ledger (with possible adjustments subsequently) 
prior to comparison with the requisition slip, or, 
alternatively, a possible waste of clerical time in 
manually deducting the amount issued from the old 
stock figure to agree the new stock prior to punching 
the information. 

Despite this slight snag if the stores ledger is 
—taechanized, however, I am sure that the system 
avoids the need for the large number of adjustments 
to the ledger which are sometimes necessary when 
Dee stock-taking takes place. 

Yours faithfully, 
T. A. J. TAGG, F.LM.T.A. , Secretary, 
LAMBETH GROUP HOSPITAL 
Lambeth, SETI. . | MANAGEMENT COMMITTEE. 
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ji Accountants and Executorships. 
Sig, - The other evening I turned on the radio: to 
hear the six.o’clock news. I. was a little beforé time 
but heard the concluding remarks in a talk on money 
matters. It was pointed out that a bank performs all 
sorts of services including executorships and trustee- 
ships and that the appointment of one's bank avoids 
the embarrassment of asking a friend, or a relative, 
to act. 

iy oam oaod disse ot dic edie far 
the purpose of advertising a bank's services is ques- 
tionable and also misleading, the implication being 
that when one is looking round to find an executor, 
or a trustee, the nornial agone are friends, 
relatives and banks. 

Accountants and solicitors are especially fitted to 
act as executors, particularly as they usually possess 
an intimate knowledge of their clients’ affairs: and 
their services are in fact.largely availed of. They may 
not advertise by radio broadcast or otherwise. 

-On one occasion the writer found himself in a 
peculiar position on being called upon to act as an 
executor, with a bank as co-executor, on the death 
of a farmer, It was an Irish estate and the bank was 
closed owing to a nation-wide staff strike which 
lasted for several weeks. Arranging’ for the 
internment. is said to be one of the first duties of 
executors and, on this occasion, I had to act on my 
own initiative both as regards the funeral and many 


-routine matters — some urgent — about which it was 


not practical to wait until the bank had composed 


its differences with its staff and reopened its doors 


for business. 


Yours faithfully, 
E "EXECUTOR: 


Goodwill: Builders and Decorators - 


Si, — Referring to the letter by ‘E. H. A. & Co’ 
(March 3oth issue), there was a somewhat similar 
inquiry some time ago and you were kind enough to 
publish my reply in your issue of March 26th, 1955. 
I:have had reason to review my letter to you many 
times and find that the principles stated work weil 
when applied in practice. Perhaps I may quote from 


my previous letter: 


‘To value goodwill it is necessary to consider the 
-~ question from the aspect of the purchaser, and not 
the vendor. The purchaser, when buying goodwill, 
pays a capital sum for the right to receive an annuity 
over and above a fair wage for the work involved 
- and a fair return for interest on capital employed in 
the business. Any given business man will, after a 
certain'humber of years, possess a goodwill of a 
- certain size regardless of whether he initially pur- 
chased ‘goodwill or has built it up himself over a 
number of years; consequently, it follows that as 
soon as that business man has purchased goodwill, 
that goodwill commences to die and is replaced by 
- a new goodwill that is being built up by his. own 
- efforts. 
‘Expressed Ge a point must be yeached 
when. eventually the goodwill built up by the 
. vendor ceases, the vendor is forgotten and.the only 
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person the buying public knows and remembers is employed in the business other than goodwill, 
the purchaser of the goodwill. - including working capital and reasonable cash at bank. 
"When goodwill is bought, a capital sum is paid To complete the example, if you refer to a table 


and, in exchange, a diminishing annuity of super- of diminishing annuities, the present value of a 
profits is received which are subject to taxation; 


from this it follows that the figure paid for goodwill diminishing annuity of £100 for five years, with 
should be such that, over the estimated life of the ee 8 per cent, is /252, and, consequently, At 
goodwill, the purchaser will receive sufficient from ` äi be said in the example that the value of goodwill 
his diminishing annuity of super-profits to replace 1$ two and a half years' purchase of the net super- 
the capital invested in the goodwill, together with profit, say, £650. 

. reaSonable interest, after deducting taxation from The 8 per cent annuity table is used, since we are 
the annuity. dealing with net income. 

"To value the goodwill of a business, therefore, ` There is one difficulty which practical application 

it is necessary to make an estimate of the net profit of these principles has shown and that is that ‘per- 
that will be earned in the future, this normally being sonal choice’ can affect the value of goodwill. By~. 


SR Eu pO ent pee gd Seah stots be - this I mean that there are certain individuals who are 
3 3 


made for any anticipated variations, such as the Prepared to pay more for goodwill than a fair com- 
loss of personal business which would not be trans- mercial value to satisfy a personal desire, such as to 
mitted to the purchaser. From the estimated net be their own masters. 

profit must be deducted a fair wage for the pro- I would like to refer to the book Commercial 
prietor's remuneration, including responsibility and Goodwill, by P. D. Leake, published by Gee & Co 
a fair rate of interest on capital employed in the (Publishers) Ltd, which not only explains this matter 
business, the percentage being selected according fully, but also includes the necessary annuity tables. 


to the degree of risk involved. This leaves a super- Yours fathiull 

profit from which tax must be deducted, the rate Maidenhead E. L. GRIFFITH 
of tax being selected by reference tó the probable S : J. E. L. : 
highest rate of taxation which will be levied on the 

profits. The net figure should be capitalized by Articled Clerks’ Remuneration 


reference to diminishing annuity tables, the life of Gm, In a recent issue of The Times, a Canadian 


the annuity being estimated by reference to the firm of Chartered Accountants is offering articled . 
probable length of time over which the purchaser will clerkships at a commencing salary-of $1,800 to 


benefit from his predecessor’s efforts and reputation. 
‘Tr Ga clear from the foregoing that goodwill is $2,100 for school-leavers and $2,100 to $2,700 for 


worth less to a wealthy purchaser than a poor one; graduates. Although I realize that the cost of living 
this is evinced by the fact that a wealthy man paying 38 higher in Canada, I do not understand why there 
income tax and surtax at the maximum rate could is such a disparity between the salaries offered to 
not possibly see the capital repaid out of super-  articled clerks there and in this country, where it 
profits in a reasonable period if he paid £1,000 for .seems that a graduate is fortunate if he obtains a 
gross super-profits of £200 per annum, since the net commencing salary of £5 a week, while a school- 
value of the super-profits, after payment of tax,  ]eaver receives less than this. Surely if the profession 
would only be £15 per annum; in such a case it wishes to attract the best recruits, a salary which 


would take sixty-six years to replace the £1,000 Seegen : 
capital invested, at the end of which time the vendor's allows an afticled clerk to live without parental 


goodwill could not possibly be said to exist.' support should be paid. 
The following is an example of the application of , 1 2m the son of a Chartered Accountant, who has 
oe ome ee ee 
Wee EE profits for last five UR benefit from an L.C.C. award. As I have decided that 
Deduct Fair wage for proprietor- e 1ooo. I would like to enter the profession, my father will 
have to support me in part for a further three years. 
1,000 Since he is naturally aware of the value of the qualifi- 
Deduct Interest on net assets, E at cation he is prepared to do this, but I know of several 
I5 percent — .. 459 of my contemporaries who could not consider such a 
course of training, because their parents are not able 











559 to provide the extra financial assistance needed. 
SES i ST The vote on the recent proposals for merger seems 
Net super profits .. e SR .. £316 to imply that members of the profession still attach 
——4 great importance to the period of training under 
Estimated life of goodwill — five years. articles. I would therefore suggest that steps should 
The points requiring a decision are: be taken, either by the profession or the Government, 


(a) The estimate of the fair wage for the proprietor. to ensure that no one, whether a school-leaver or a 

(b) What is a fair return on capital and, in this graduate, in this country should be deterred on 
respect, risk must be taken into account. financial grounds from entering the profession. 

(c) What is the anticipated life of goodwill. Yours faithfully, 

‘Net assets’ means the whole of the net assets ^^ Oxford. J. D. H. CULLINGHAM. 


April 6th, 1957 
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Ze = `. THE INSTITUTE OF. 
, CHARTERED ACCOUNTANTS OF SCOTLAND 


re S SPECIAL GENERAL MEETING ` 


^ Alterations to Rules and Proposed Integration Scheme Approved 


A secil general meeting of members of The Institute 
of Chartered Accountants of Scotland was held.in the 
McLellan Galleries, Sauchiehall Street, .Glasgow, on 
Maroh, 27th, 1957. Mr James T. Dowling, C.A., 
President of the Institute, was in the chair. It. was 
"agreed that the notice of meeting, and the documents 
regarding the alterations to the Institute's rules and 
the proposed scheme of integration with 'T'he Society of 
Incorporated: Accountants be taken as read. 
THE PRESIDENT'S ADDRESS 


The President opened his address by explaining that 
during the past year or so the Council had had three 
main questions of policy — as distinct m normal 
day-to-day work — before it. He continued: - 


‘The first — and to the future of our Institute, the most 
important-— is that of the proposed changes in the system, 
of examination and training of apprentices. On that matter 
we are, dwaiting the views of the Scottish universities on a 
number of points and, accordingly, we are not yet ready to 

roceed, I mention the subject, however, in order to make 
if perfectly clear that at this present meeting you.are not 
~bein asked to vote on the examination and training pro- 
posals. The time for considering the implementation of 
these proposals wil] come later - we hope in the summer, 
but it may be in the autumn, according to the progress of 
our discussions with the Scottish universities. 

‘The’ second matter of general policy with which the 
Council has been concerned is that of the rewriting of the 
rules of the Institute. ‘This is a matter. which has been in 
our minds for some ‘time since, indeed, before the 
amalgamation of 1951 was completed. , 


The President went on to explain that in October 
1950 the existing rules had been circulated in draft to 
all members of the then three societies of Scottish 
Chartered Accountants, and a number of comments 

~and.. suggestions had been received. It had been 
thought right not to amend the draft rules but to 
approve them, with such imperfections as they had, so 
as to avoid delaying the amalgamation. He was sure 
that this decision had been wise; at all events, one of 
the first decisions taken by the Council of the united 
Institute in 1951 had been to set up a Rules and Bye- 
laws Committee for the purpose of examining the rules 
and bye-laws and recommending any changes that 
seemed to be desirable. He continued: 

‘At this point you may be wondering why it has taken 
nearly six years to bring this matter before you. The 
answers are really quite simple: in the first place, the com- 
mittee did not wish to keep troubling members or the Privy 

“Council with a whole series of amendments, but preferred 
to allow the rules to be tested for a reasonable period in the 
light of practical experience; and, in the second place, until 
we knew what recommendations the Special Committee on 
Examination and ‘Training of Apprentices was going to 
make, we could not judge what impact that committee’s 
labours would have on our rules. 

‘Experience has fully justified the attitude which the 
Rules and Bye-laws Committee adopted; broadly speaking, 
our present rules have worked well, and that they have done 


so:is a tribute to those who ‘drafted them, bac as in all 
things human, they contain imperfections, some of which 
were pointed out in the comments made on the draft cir- 
culated in 1950 and others — the majority — which have only 
been discovered in the light of practical experience. I am 
not.going to claim that the new rules are perfect: obviously 
they cannot be and they will need adjustment from time to 
time in the years to come, apart altogether from changes 
which will be recommended in consequence of the Report 
on Examination and Training of Apprentices. I am, how- 
ever, entirely satisfied that if this meeting adopts the 
proposed rules which have been circulated to you, we shall 
have brought the Institute’s constitution up to date in a 
number of important respects. ' 

'The third matter with which the Council had been 
concerned was that of integration between The Society 
of Incorporated Accountants and the three Institutes 
of Chartered Accountants. Domestically, that matter 
was not of the same importance to the Institute as the 
two other questions; nevertheless, from the point’ of 
view of the accountancy profession as a whole the in 
tegration scheme was of very great importance indeed. 
'. After outlining the effects of the integration schéme 
and the arrangements of the four accountancy bodies 
involved for submitting the scheme for the consider- 
ation of their members, the President.called upon Mr 
D. S. Anderson, c.a., the ‘Convener of the Rules and 
Bye-laws Committee, to deal with the draft new SES 
of the Institute. 


THE NEW DRAFT RULES: 


Mr Anderson submitted the draft new rules of the 
Institute (numbered 1:to 65 inclusive). He referred 
first to the subject of discipline. He pointed out that 
since the Institute's earliest days the disciplinary 
powers had been vested ultimately in the members.in 
general meeting. This had. no doubt been appropriate 
for a.body with a small membership, but if the present 
disciplinary procedure were seriously tested now that 
the membership was over six thousand, he feared that 
it would inevitably break down. Under the existing. 
rules the appeal would have to be considered by the 
Institute in general meeting and would have to be 
allowed unless two-thirds of the members present and. 
voting were of opinion that it should be refused. 
Further, it was by no means clear whether only the. 
member complained against had a right of appeal; it 
could be that where a member had complained against 
a second member and the Council had rejected the 
complaint, the member complaining was a member 
‘aggrieved by a decision of the Council’, who would 
accordingly be entitled to appeal against the Council s 
decision. 

Another difficulty in athe present rules arose in 
Rule 58. That rule was obscure and if and when it 
applied the penalty was drastic, whatever the circum- 
stances of the case might be. It was now proposed to 
omit the present Rule 58 and to rely mainly on proposed 
Rule 48 (1) (a), which dealt with a complaint ‘alleging 
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professional misconduct, which expression shall include 
any act or default discreditable to a member of the 
Institute’. Some professional bodies had laid down 
quite elaborate codes which members were required 
to observe, but the Council had decided against 
recommending any such code for the Scottish Institute. 
The Council felt that if one made a rule specifically 
prohibiting some particular activity, by inference one 
allowed those activities which were not prohibited, 
however undesirable those other activities might be. 
Accordingly most of the codes or rules of other bodies 
seemed to conclude with a ‘sweeping-up’ provision in 
general terms, very similar to those of the proposed 
Rule 48 (1) (a), which in essence left it to the discip- 
linary authority of the professional body concerned to 
determine what was and what was not so discreditable 
as to amount to professional misconduct, and accord- 
ingly gave rise to disciplinary action. To put it in 
another way, the Council were taking what seemed the 
sensible course of including a provision which might 
be translated as: “We need not tell our members pre- 
cisely what they may do and what they may not; they 
know well enough how professional men should 
behave.’ 

Mr Anderson next called attention to the proposal 
in Rule 48 (5) to increase the maximum monetary 
penalty exigible from {100 to £500. No member had 
ever yet been ordered to pay a monetary penalty, but 
it was felt that the change in the value of money should 
be duly reflected in the rules. 

On the proposal to take disciplinary powers over 
apprentices, Mr Anderson said that under the existing 
rules the Council could always refuse to recommend 
an application for admission to membership of the 
Institute. This was, however, not wholly satisfactory, 
because an incident might occur long before there was 
any question of an application for admission, and it 
was only fair to the apprentice and to the Council that 
an investigation of the incident should be made and 
& decision reached timeously. Under the proposed 
rules such matters would be dealt with by the Discipline 
Committee and, on appeal, by the Council, rather than 
by way of appeal to a general meeting of members. 


Mr Anderson next referred to the proposed rescis- 
sion of the rule restricting the number of apprentices 
which might be taken by members practising in the 
United Kingdom outside Scotland. 


‘At present,’ he said, ‘there is no definite limitation on 
the number of apprentices that may be taken by a member 
practising in Scotland but the Council has a general power 
to refuse to register an indenture. It can be assumed that, 
as recommended in the Report of the Special Committee 
on Examination and Training of Apprentices, the Council 
would readily approve of each practising member in 
Scotland having up to five apprentices and would be pre- 
pared to approve of a larger number of apprentices in 
suitable cases. 

‘Under the present Rule 14 the position of members 
practising in England, Wales and Northern Ireland is 
different and the number of apprentices which they may 
take is restricted by a somewhat complicated formula which 
takes into account the number of qualified assistants they 
have who are members of the Institute. It is proposed to 
abolish this formula and to treat alike all members prac- 
tising in the United Kingdom. We feel that to do this is not 
only desirable in itself but keeps us in step with the increase 
which the English Institute is making in the permitted 
number of articled clerks allowed to its members practising 
in England and Wales.’ 
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In conclusion, Mr Anderson said that the proposed 
increase from three years to five in the term of office of 
members of the Council was recommended with some - 
reluctance; interesting though the work on the Council 
was, it took up a great deal of one’s time, but the 
Council felt that in the interests of continuity three 
years was too short under present-day conditions. 

The President then gave an opportunity for dis- 
cussion and questions, but no member spoke, and the 
following resolution was then carried by 199 votes to 
none (with three abstentions): 


“That the draft new rules of the Institute (numbered 
1 to 65 inclusive), a copy of which was issued to each 
member of the Institute on February 25th, 1957, be 
approved.’ = 


The following resolution was then carried by 200 | 
votes to none (with two abstentions): i 


“That, conditionally upon and simultaneously with the 
approval thereof by The Lords of Her Majesty’s Most 

onourable Privy Council, and subject to such minor 
modifications as may be imposed by the Privy Council 
and accepted by the Council of the Institute in their sole 
discretion on behalf of the Institute, the new rules already 
approved by this meeting and for the purpose of identi- 
fication signed by the chairman thereof, be adopted to 
constitute the rules of the Institute in substitution for 
and to the exclusion of all the existing rules.' 


The President said that in the view of the Council 
it was inappropriate that a matter of this importance 
should be decided only by the votes of those able to be 
present there that day. The Council thought it right. 
that a poll should be demanded, so that all members ^ 
resident in the United Kingdom might have the, 
opportunity of voting. À poll was demanded accord- 
ingly and the President stated the question for decision 
in the terms quoted above. 


THE INTEGRATION PROPOSALS 


Mr R. I. Marshall, B.COM., c.a., the Vice-President, 
then introduced the integration proposals. He said: 


“You, Mr President, have rightly said that integration is 
not of first importance to us from a purely domestic aspect, 
and that the numbers involved are small. Our scheme of 
integration was issued to every member of the Institute 
more than three months ago, and the memorandum which 
accompanied it gives, I hope, a general picture of the back- 
ground of the proposals and of the scheme itself. Never-.— 
theless, I feel that, with the passage of time, I should 
remind you, ladies and gentlemen, as briefly as I can and 
in eral terms, of some of the salient features: 

25 Before a member of the Society, or a Society student, 
can become eligible for membership of our Institute, 
he must, unless he was in practice as a public account-. 
ant in Scotland on December zoth, 1956, have had 

the necessary service with a Chartered or Incorpor- 
ated Accountant in practice as a public accountant in 
the United Kingdom. It goes without saying that he 
must have passed the Final examination, either of our 
Institute or of the Society. 

(2) Paragraph re of the explanatory memorandum seta 
out those members of the Society who will be eligible 
E membership of this Institute as from the effective _ 

ate. 

(3) Articled clerks and bye-law candidates of the Society 
are provided for. Broadly speaking, such students may: 
become Scots Chartered Áccountant apprentices or, 
if they are bye-law candidates who by the effective 
date have completed five years’ service, they may 
complete their service as bye-law candidates. 

(4) The problem of examinations for Society Scottish 
students presented some difficulties, and clause 8 of 
the scheme shows: 
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(a) what examinations are to be held, and how they 
are to be conducted; and 

(b) what examinations are to be taken, and when a 
student may or must change over from the 
examination syllabus of the Society to that of our 
Institute. 

It will be noted that Society candidates sitting for any 

of this Institute's examinations must take the univer- 

sity or other classes prescribed for our apprentices. 


(5) I should perhaps say a word about transferability. 
An Incorporated Accountant member of the English 
Institute becomes eligible for admission to our 
Institute on satisfying the conditions set out in 
clause 9 of the scheme. Briefly these conditions are: 

- (a) he must have passed the Final examination either 
of the Society or the English Institute; and 
P (b) after qualifying he must have served three years 
or been in partnership with a Chartered or 
Incorporated Accountant in practice in Scotland, 
or with a Scots Chartered Accountant in practice 
elsewhere in the United Kingdom. 

(6) Entrance fees. — Our entrance fee of £42 will be pay- 
able in respect of every person admitted under the 
scheme. In the case of Society students, however, 
your Council will have discretion, in cases of hardship, 
to remit up to £31 105, for the reason that the entrance 
fee to the Society is £10 ros only. Clause 11 of the 
scheme indicates the cases in which the entrance fee 
will be payable in whole or in part by the English 
Institute, after the transfer to that Institute of the 
Society's surplus funds. 

(7) Descriptions and designatory letters. — Clause 10 pro- 
vides that every applicant for membership of our 

. Institute under the scheme shall renounce for all time 
: the use of the description of Incorporated Accountant, 
^ or Fellow of the Scottish Institute of Accountants, 


F.S.1.A. Members of our Institute who are also mem- 
bers of the Society are precluded by clause 12 from 
using these descriptions and designatory letters. 'T'he 
Scottish Institute of Accountants may not be known 
to some of our members but, if the integration scheme 
be c Ae that Institute will be given a respectable 
burial, as described in clause 14. ' 

"These, ladies and gentlemen, are, to my mind, the salient 
points in the scheme, but there is one other matter of which 
I should perhaps remind you. It is the: 

Joint Standing Committee. ~ While this is not mentioned 
in the scheme, it is referred to in paragraph 32 of the memo- 
randum, and is undoubtedly relevant and important. The 

iled arrangements have not yet been worked out, but 
the idea is that it will be consultative only, and will not have 
executive powers — each Institute maintaining full freedom 
of action. Í need not say how valuable joint consultation can 
be on matters of common interest, and the creation of this 
committee will provide an opportunity for such consultation 
and discussion. I see from the report of the speech by the 
Vice-President of the English Institute on February roth 
that already there is one item teed up for that committee, 
ie. whether English Chartered Accountants practising in 
Scotland should be entitled to take articled clerks. Of course, 
our members in practice in England and Wales can take 
apprentices, and we shall watch closely the question 
whether this integration scheme, if it be approved, will 
cause difficulty to our members in the south in the recruit- 
ment of junior staff. 

“The considerations which influenced the Council to 
submit this scheme of integration to you are set out in the 
closing paragraphs of the explanatory memorandum. 
Although we are playing a relatively small part in this 
operation, the Council is convinced of the benefits which 
will accrue to the profession generally, and that we would 
be making a grave error were Scotland not to participate in 
these integration schemes, 

"Your Council is unanimous in its recommendation of 


and the designatory letters F.S.A.A., A.S.A.A., or 
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the Scottish scheme and, accordingly, Mr President, I beg 
to move: 

* “That, conditionally upon the same becoming effec- 
tive in terms of its clause 15, the scheme of integration 
dated December sth, 1956, between the Institute and 
The Society of Incorporated Accountants, a copy of 

‘ which was issued to each member of the Institute on 
December aoth, 1956, be approved and adopted." ' 


No debate on the motion arose and it was carried by 
163 votes to 25 (with 14 abstentions). At the instance 
of members of the Council a poll was demanded and 
the President stated the question for decision in the 
terms quoted above. The Vice-President then moved: 

“That: 

(a) conditionally upon the approval thereof by The 
Lords of Her Majesty’s Most Honourable Privy 
Council, and subject to such minor modifications 
as may be imposed by the Privy Council and 
accepted by the Council of the Institute in its sole 
discretion on behalf of the Institute; and 

(b) conditionally upon and simultaneously with the 
coming into effect of the scheme of integration 
dated December sth, 1956, between the Institute 
and The Society of Incorporated Accountants, 

the following new rule (to be inserted after Rule 65) be 

adopted as one of the rules of the Institute: 
* *66. The scheme of integration dated December sth 

1956, between the Institute and The Society of Incor- 

porated Áccountants printed in the Appendix hereto 

which was approved by the Institute on March 27th, 

1957, and has now come into effect, shall be read along 

with and held to form part of these rules, which in their 

application to persons comprehended under the said 
scheme, shall wherever, but only so far as, they are 
inconsistent with the provisions of the said scheme, be 
deemed to be superseded by such provisions: and the 

Council of the Institute 1s hereby empowered to take 

. all steps that it may consider necessary to implement 

the provisions of the said scheme and particularly, but 

without prejudice to the said generality, the Council 
of the Institute shall have power to make decisions and 
to use its discretion as specified in the said scheme, to 
register the service of articled clerks and bye-law candi- 
dates of The Society of Incorporated Accountants in 
terms of the said scheme, to admit to membership of 
the Institute members of The Society of Incorporated 

Accountants who are eligible in terms of clause 3 (a) 

and 3 (5) (ii) of the said scheme, and to recommend to 

the Institute in general meeting for admission to : 
membership other persons eligible for admission in 
terms of clauses 3 (b) (i), 6, 7 or 9 of the said scheme.” ' 

Again no debate arose, and the motion was carried 
by 171 votes to 3 (with 21 abstentions). As before, a 
poll was.demanded by members of the Council and 
the President stated the question for decision in the 
terms quoted above. 

The meeting then appointed Messrs F. S. Gamley, 
C.A., Hugh Mac'T'aggart, c.a., H. Forbes Murphy, C.A., 
end Graham A. Usher, M.B.E.(MIL.), T.D., C.A., as 
scrutineers in connection with all the polls. 

‘The President: 

"Under our rules the voting papers are to be sent out by 
the Secretary within fourteen days after this meeting and 
must be returned so as to be received by him within 
twenty-one days after this meeting... the result of the poll 
is to be forwarded to all members of the Institute as speedily 
as possible and the decisions resulting from the poll take 
effect from the date of the report of the scrutineers.’ 

On the motion of Mr A. N. E. McHaffie, B.COM., 
C.A., a vote of thanks to the President for his conduct 
of the meeting was carried by acclamation and the 
President briefly replied. 
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Fast Anglian Society of Chartered Accountants 


The annual dinner of the "East Anglian Society of 
Chattéred Accountants, attended by over 250 members 
and guests, was held on March 29th at the Lido Ball- 
room, Norwich. Mr E. G. Cooper, A.c.a., President 
of the Society, was in the chair, and with Mrs Cooper, 
and Mr A. S. H. Dicker, M.B.E., F.C.A., President of 
The Institute of Chartered Accountants in England 
and Wales, and Mrs Dicker, received the guests. 

Among those. present were the Rt. Hon. the Lord 
Mackintosh of Halifax and Lady. Mackintosh, Sir 
Geoffrey Hutchinson, Q.c., Sir John’ Braithwaite, 
Chairman, London Stock Exchange, and Lady 
Braithwaite, Sir Harold Howitt, G.B.E., D.S.O., M.C., 
F.c.A., Councillor A. South, Lord Mayor of Norwich 
and the Lady Mayoress, Mr Geoffrey Rippon, M.P., 
and Mrs Rippon, and 

Sir Edmund and Ke Bacon; Mr P. A. Bainbridge 
(President, Norfolk & ‘Norwich Law Soctety) and Mrs 
Baibbridge; Mr J. Bell, F.c.a. (President, Manchester Society 
of Chartered Accountants); Mr T. W. O. Coleman (President, 
Insurance Institute of Nortoich) and Mrs Coleman; Mr R. M. 
Graham, F.c.A. (President of the Northern Society of Char- 
tered Accountants) and Mrs Graham; Mr A. F. B. Ham, 
F.C.A. (President, Bristol and West of England Society. of 
Chartered Accountants) and Mrs Ham; Dr P. M. Herbert 
(Lord. Bishop of Norwich) and the Hon. Mrs Herbert; Mr 
R. -T. -Jarvis (President, Norfolk and Suffolk Branch, 
Institute of Cost and Works: Accountants) and Mrs Jarvis; 
Mr R. B. Leech, F.c.a. (President, of the EE District. 
Soctety of. Chartered Accountants) and Mrs Leech; Mr E. R. 
Longman, F.c.A. (President of the Leeds, Bradford and 
District Society of Chartered Accountants) and Mrs Long- 
man; Mr T. A. Macfarlane, B.A., F.C.A. (President of the 
Liverpool Society of ‘Chartered Accountants) and ^ Mrs 
Macfarlane; Mr F. S. Mowforth, F.c.a. (President, Hull, 
East Yorkshire and ‘Lincolnshire Soctety of Chartered 
Accountants) and Mrs Mowforth; Mr C. E. Moore (President 
Bankers’ Institute of Norwich) and Mrs Moore; Mr L. J. 
Northcott, F.c.4.; Mr C. L. O’Callaghan, F.C.A. A.S.A.A. 
(President, Nottingham Society of Chartered Accountants) 
and Mrs O'Callaghan; Mr R. A. Palmer, T.D.) M.A.,-F.C.A. 
(President, Leicestershire and Northamptonshire Society of 
Chartered Accountants) and Mrs Palmer; Mr W. E. Parker, 
C.B.E., FCA. (C ‘London and District Society of 
. Chartered Accountants) and Mrs Parker. - 

-Mr B. Thomas, r.c.A. (President, Sheffield and District 
Society of Chartered Accountants); Mr A. E. Shaw, F.C.A. 
(Vice-President East Anglian Society of Chartered Account- 
ants) and Mrs Shaw; Mr B. D. Storey, C.B.. (Town Clerk 
of Norwich) and Mrs Storey; Mr C. H. Sutton (Sheriff of 
the City of Norwich); Mr P. R. Sweetman (H.M. Inspector 
of Taxes, Norwich 1st District) and Mrs Sweetman; Mr J. C. 
Thornley, F.S.A.A. (President, Incorporated Accountants 
District Society of East Anglia) and Mrs Thornley; Mr Arthur 
E. Webb (Editor, "The Accountant’); Mr A E. ‘Whitcomb, 
F.C.A. and Mrs Whitcomb; Mr C. Montgomery Williams, 
F.C.A. (Hon. Secretary, South Wales and Monmouthshire 
Ge of Chartered Accountants) and Mrs SOGNO Mey 

illiama. 


Tribute to the President of the Institute 


A special aspect of the dinner this year was that the 
Society were honouring Mr Dicker, a member and 
past president of the Society, as the first Norwich 
man to be President of the -Institute. 

- The toast to the Institute was proposed by Sir 
Geuffrev Hutchinson who, after paying a warm tribute 
to Mr Dicker, said 


‘I don't know how many of you have ever read ah auditor’s 
certificate. What always seems to me to be a remarkable 
thing about it is that everybody takes it for. granted.’ 

- The fact that a chartered accountant puts his name, to 
it was good enough for everybody to accept it without 
question. The auditor's certificate demanded the 
authority enjoyed by no other document, unless it 
was the Holy Writ, and a great many accepted that 
without challenge and did not read it. ` 


ʻI know of no other document which commands the same 
prestige,’ he added. ‘Itis surely a tribute to the great respect 
and standing your profession enjoys in this country 
that 80 many persons are willing to accept your signatures 
for what they are worth.' 
. Prefacing his reply to the toast with the question 
‘What is the difference between a Chartered Account- 
ant and an Incorporated Accountant?, Mr Dicker 
entertained his hearers with a delightful analogy 
between the proposed integration of the Society with 
the Institute and a courtship and betrothal. 


‘Therefore, he said, ‘the answer tp the original question 
is that if this scheme through on its remaining:stages 
successfully there will be no difference in the -future 
between Chartered and Incorporated Accountants, the 
latter title lapsing; in keeping with the custom that in /all 
marriages the bridegroom gives the bride the right of use 
of his name, and she in turn ceases to use her maiden name. 

‘And there, for the time being we must leave this rather 
incomplete couple, pending notice of the EE 
of the banns in the other parish.’ 


importance of the District Societies 


Mr Dicker went on to refer to the value of the 
Institute’s district societies. He said that during the 
last ten months he had represented the Institute on 
fifty-five occasions: in London, ‘Edinburgh, Belfast 
and in sixteen provincial cities and towns. On eighteen 
of these occasions he had responded to the toast. of the 
Institute. He continued: 

‘It is a happy happening that the end of my ‘journeying 
of the district societies finds me in my home city, and it is 
not inappropriate for me to conclude my visitations with a a 
reference to the activities of these societies. UE A 

‘At these functions Í have taken every GE to 
preach and spread the gospel of the value of the district 
societies móvement, a part of the framework of the Insti- 
tute which is of ever increasing importance. Through the 
district societies the Council is able to feel the pulse, an 
to assess the thoughts of a great cross-section of Chartered 
Accountants, a cross-section covering the whole country, 
not only geographically but also in terms of occupation, age 


and experience, a gathering of opinion of invaluable benefit 
to the Institute and through the Institute to our profession 
generally. 


“T have not time to enlarge on the aims and work of the 
societies, but I do want to take this opportunity of con- 
gratulating all those active and interested members who 
have done and are doing so much for their fellows, ánd-16 
regret the attitude of those who are not taking their proper 
part in these activities. Mere payment of an annual sub- 
scription is not enough. Those who are unco-operati 
not only depriving themselves of opportunities Pa 

worth but they are impeding the progress for which the 
active ones are striving. | 

` “With full and active support the work and déveloprüent 
of the district societies can be unlimited for the gerieral 
benefit of everybody, members and public alike. 
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Chapter 7: Consolidated Fund Act, 1957 


An Act to apply a sum out of the Consolidated Fund 
to the service of the year ending on the thirty-first day 


of March, one thousand nine hundred and fifty-seven. . 


Price 3d net. February 261h, 1957. 
Chapter 8: Commonwealth Settlement 
Act, 1957 


An Act to extend the period for which the Secretary 
of State may make contributions under schemes agreed 
under Section 1 of the Empire Settlement Act, 1922. 


Price 3d net. February 26th, 1957. 


Chapter 9: Transport (Railway Finances) 
Act, 1957 

Àn Act to make temporary provision authorizing the 
British Transport Commission to meet interest and 
other revenue charges by borrowing, and modifying 
the requirement of the Transport Act, 1947, as to the 
sufficiency of the Commission's revenue to meet 
revenue charges, to authorize advances out of the 
Consolidated Fund of sums so borrowed, and for 
purposes connected therewith. 

February 26th, 1957. 


Price 6d net. 
Chapter 10: Consolidated Fund (No. 2) 
Act, 1957 


Àn Act to apply certain sums out of the Consolidated 
, Fund to the service of the years ending on the thirty- 
rst day of March, one thousand nine hundred and 
-six, one thousand nine hundred and fifty-seven 
and one thousand nine hundred and fifty-eight. 


Price 3d net. March 21st, 1957. 


Chapter 11: Homicide Act, 1957 


An Act to make for England and Wales (and for courts- 
martial wherever sitting) amendments of the law 
relating to homicide and the trial and punishment of 
murder, and for Scotland amendments of the law 
relating to the trial and punishment of murder and 
attempts to murder. 
Price 9d net. 
| 


M 


March 21st, 1957. 


STATUTORY INSTRUMENTS 


The Double Taxation Relief (Taxes on Income) 
(Netherlands Antilles) Order, 1957 


(S.I. 1957 No. 425) 


The Double Taxation Relief (Taxes on Income) 
(Netherlands) Order, 1950 (S.I. 1950 No. 1196), pro- 
vided for the operation of a Convention dated October 
15th, 1948, for the relief of double taxation between the 
United Kingdom and the Netherlands and was given 
statutory effect by Order in Council on July 21st, 1950. 
Article XIX of that Convention provides, inter ‘aha, 
perii due may be extended either in its 

entiretyor with modifications, by means of an exchange 
of notes between the high contracting parties, to any 
territory other than the Netherlands for. whose foreign 
relations the Netherlands is responsible. 

'This Order gives effect to the extension of the Con- 
vention in its entirety to the Netherlands Antilles in 
accordance with notes which were exchanged between 
the high contracting parties on July 29th, 1955. 
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The extension is expressed to take effect for the 
fiscal year 1953-54. 
Price 3d net. March 15th, 1957. 


The Double Taxation Relief (Estate Duty) 
(Switzerland) Order, 1957 


(S.I. 1957 No. 426) 


Article IV of the double death duties Convention with 
Switzerland which is scheduled to this Order provides 
a code of rules for determining the sttus of the cate- 
gories of property which may pass on the death of a 
person who dies domiciled in either country. Thus 
under Rule (d) the sttus of shares or stock in a company 
is to be the place of incorporation of the company. 
Under Rules (c), (e) and (A), on the other hand, the 
situs of debts, of an insurance policy on the deceased's 
life and of patents, trade-marks, designs and copyright, 
is to follow the domicile. But the code of rules does 
not apply where the effect of applying it would be to 
bring within either country's charge to duty property 
which, apart from the code, would be outside the 
charge of the country in question (paragraphs (1), (2) 
and (3) of Article III). 

The Convention applies to the estate duty (separate 
from British estate duty) which is imposed in Northern 
Ireland. 

The Convention is effective only as regards the 
estates of persons who die on or after the date when it 
enters into force. 
Price 4d net. March 1 5th, 1957. 

The Hire-purchase and Credit Sale 
s Agreements (Control) Order, 1957 


(S.I. 1957 No. 430) 


This Order supersedes the Hire-purchase and Credit 
Sale Agreements (Control) Order, 1956, as amended, 
in respect of hire-purchase and credit sale agreements 
entered into after April 3rd, 1957. That Order, as 
amended, continues to apply to agreements entered 
into on or before that date. 

. The principal changes are as follows: 

— (1) the requirements contained in the Order will not 
be complied with in relation to a hire-purchase 
or credit sale agreement if, in order to pay the 
whole or a part of the deposit required in respect 
of that agreement, money has been acquired 
under an agreement or arrangement of the kind 
mentioned in Part II of the Second Schedule; 
but, where money has been so acquired, a person 
charged with disposing of goods in contravention 
of the Order is provided with a defence if he can 
show both that he was unaware that money had 
been acquired under such an agreement or 
arrangement and that he was not himself a party 

: to any agreement or arrangement designed to 
provide money for the payment of deposits 
(Article 1 (2)); 

(2) a deposit is now required if a person is in posses- 
sion of goods for fourteen days or more in 
anticipation of the making of a hire-purchase or 
credit sale agreement in respect of goods to 
which the Order applies (Article 4); and 

(3) item 24 of Part I of the First Schedule is now 
limited to goods, which are not exclusively or 
mainly designed for domestic use; and in conse- 
quence certain other items have been amended. 

Price 6d net. April 4th, 1957. 
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Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL MEETING OF MEMBERS 


Notices convening the special confirmatory meeting 
of members of The Institute of Chartered Accountants 
in England and Wales, in connection with the scheme 
to integrate The Society of Incorporated Accountants 
with the Institute, were sent out to members last 
Tuesday. The meeting is to be held at 2 p.m. on 
Wednesday, April 17th, at Beaver Hall, Garlick Hill, 
Cannon Street, London, EC4, for the purpose of 
confirming the resolution ‘passed at the special meeting 
on February rgth, 1957, and subsequently approved 
by a poll’ of the whole membership, as announced in 
our last i issue. 

‘If the resolution is confirmed at the meeting, 
application will be made to the Privy Council for 
approval ‘of the amendments to the supplemental 
Royal Charter and the bye-laws. Thereafter. further 
progress will depend upon whether the scheme is 
adopted by the members of The E of Incor- 
porated Accountants. 


“THE INSTITUTE OF CHARTERED 
-.. + ACCOUNTANTS IN IRELAND: 


SPECIAL GENERAL MEETING 


A special general meeting of members of The Institute 


of Chartered Accountants in. Ireland was held on 


March 28th, at the Civi) Engineers’ Hall, Dawson. 


Streét, Dublin, to consider and, if thought fit, adopt 
the Irish integration scheme between the ` Irish 
Institute and. The Society of Incorporated Account- 
ants. Mr Frank. Cleland, F.c.a., President of the 
Institute, was in the chair. The resolution put to the 
meeting was carried, the voting being 48 in favour 
(73° 8 per nye and 17 against. : 


“PERSONAL . 


Messrs PEAT, MARWICK, MITCHELL & Co, announce 
that Mr C. A. P. SNOW, A.C.A., has been admitted as a 
partner in their Darlington: office as from April rst, 
1957. . 
. ‘Messrs. DELOITTE, PLENDER, GRIFFITHS & Co, 
Chartered ‘Accountants, "announce that they have 
admitted into their London partnership: Mr J. N. 
PRENTICE, M.B.E., B.A, ACA, and. Mr R. KETTLE, 
B.A., A.C.A., a8 from April rst, 1957. Mr PRENTICE and 
Mr KETTLE have been senior members of the firm's 
staff for some years. 

Messrs Barron, MAYHEW & Co, Chartered Ac- 
countants, of Alderman's House, Bishopsgate, London, 
EC2; announce with regret that Mr L. I. GRANT, 
M.B.E., M.M., F.C.A.,: who joined the firm in .19ar and 
who has been a partner for thirty-three years and senior 
partner since: 1954, retired’ on March 31st, 1957, 
from the London, continental and other partnerships. 
Mr J: D. WELLS, A.c:4., and Mr D. C. BURLING, A.C.A., 
both of whom served articles with the firm, were 
admitted to the London partnership on April ist, 1957. 

Messrs .CALLINGHAM, Brown SZ Co, Chartered 
Accountants, "of Balfour House, 119-125 - Finsbury 


Pavement, London, EC2, announce that Mr Horace 
SELWYN BRETT, F.C.A., who is giving up practice, 
retired from the partnership on March 31st, 1957. 
The practice will continue to be carried on by the 
remaining partners under the same firm name. 
' Missas Norman J. Bmp & Co, Chartered Account- 
ants, of 144 Nethergate, Dundee, announce that as 
from April rst, 1957, they have assumed as a partner 
Mr Georcg L, TASKER, C.A., who has been a member 
of their staff. The name of the firm will remain 
unchanged. TR 

Messrs KNOX, BURBIDGE, HENDERSON & Co, Cia 
tered Accountants, of 45 Bank Street, Sheffield, I, 
announce that Mr F. C. Yoo, F.C.A., retired from 
active participation in the practice on, March 31st, 
1957, after thirty-eight years' service as a partner: 
As from April rst, 1957, Messrs R. WARD, A.C.A., 


D. 5. HUGHES, A.C.A., and J. M. BEARD, A.C.A., who 


were on the staff of the firm, have been admitted as 
partners. 

Messrs SMALLFIELD, Rawiins & Co, Chartered 
Accountants, of 116-126 Cannon Street, London, 
EC4, announce that as from April ist, 1957, they 
have admitted into partnership Mr G. W. H. Knorr, ` 
A.C.A., a senior member of their staff. The name of 
the firm will remain unchanged. | 

Messrs F. W. STEPHENS & Co, Chartered Ae, 
ants, of Liverpool House, 15-17 Eldon Street, London, ^ 
EC2, announce that they are admitting to, parthership;^ 
as from April 6th, 1957, Mr Ernest JOHN SIMMONDS, 
A.C.A., A.C.LS., who served his articles with the firm 
and who has been a member of their staff for many 
years. The name of the firm will remam unchanged. 

Messrs WALTON, Warts & Co, Chartered Account- 
ants, of Chancery: Chambers, 55 Brown Street, Man- 
chester, 2, announce that Mr Haroip GOODWIN 
WALTON, M.A., F.C.A., retired from the firm on-March 
31st, 1957, with a view to taking up an industrial 
appointment in Canada. The name of the firm remains 
uncbanged. ` woe 

Messrs Broaps, PaTERSON & Co, Chartered Ac- 
countants, of Garrard House, 31-45 Gresham Street, 
London, EC2, and at New York, Chicago and Paris, 
announce that as from April rst, 1957, they have taken 
into partnership Mr R. F. HAYLLAR, A.C.A. 

Messrs AMSDON Cossart. & WELLS, Chartered 
Accountants, of 103 Cannon Street, London, EC4, 
announce that Mr THOMAS JAMES BAYLISS, D.F.C., 
A.C.A., retired from the practice on March 31st, 1957, 
on taking up an executive appointment in commerce. 

Mezssrs Cooper-Parry, Hatt, Doucury &- Co, 
Chartered Accountants, of 102 Friar Gate, Derby, 
and at Burton-on-Trent, Ashbourne and Uttoxeter, 
announce that, as from April rst, 1957, they have 
admitted to partnership Mr ‘Tom , A.C.A, who 
has been a member of the staff since 1934 and Who- 
served his articles with the firm. 
` Messrs PARKINSON, MATHER & Co; ( Chartered 
Accountants, of 10 Norfolk Street, ` Manchester, ‘2, 
announce that. as from April rst, 1957, Mr C. B. H: 
GILL, M.A., A.C.A, who is the son of their ‘senior 
partner and. who served his articles with the firm, has 
been 'admitted into: Dee E name of ae 
firm will remain unchanged. 
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MESSRS GODDARD, MELLERSH & LEPINE, Chartered 
Accountants, of 833 Salisbury House, ‘London Wall, 
London, ECa, announce that Mr Cerci HENRY 
LEPINE, A.C.A., retired from the partnership on 
March 31st, 1957, after over fifty years in practice. 
The style of the firm. will remain unchanged. 

Messrs WALLER Broan & Co, Chartered Account- 

ants, of 30 Fleet Street, London, EC4, announce that 
as from March 31st, 1957, they have admitted into 
partnership Mr Perer PARR-HEAD,. A.C.A., who served 
his articles with the firm and has been a member of the 
staff for some years. ‘The name of the firm will remain 
unchanged. 
. Messrs A. C. BRADING & Co, Chartered Account- 
ants, previously of Borough Chambers, Fir Vale Road, 
-Bournemouth,. announce that they have removed to 
Harton House, 12 Dean Park. Road, EE 
Telephone; Bournemouth 5363. 

Messrs MAXTONE GRAHAM & SIME, EST. 
Accountants, of 34, Charlotte Square, Edinburgh, 2; 
announce that, as.from April st, 1957, they have 
assumed as a: partner, Mr ALEXANDER .CASSELS, C,A., 
who has been a senior member of their staff for some 
yeurs:: -x 
MESSRS Spicer & Picizm, Clare Ee 
of 19 Fenchurch Street, ‘London, EC3, announce that 
as from April rst, 1957, they have taken ihtò partner- 
ship Mr E. E. Ray, A.C.A., Who has been amember of 
their staff for SSC Leier ‘The: style of the firm will 
remain unchanged. .-- 

Messrs JOHN UNWIN & Co, Chartered Accountant; 
of 57 Regent-Street, Wrexham, and at Llangollen, 
regret to announce that on medical.advice Mr. Top 
UNWIN, LL.B., F.C.A., has retired from the practice as 
frorn March 31st, 1957. Mr Unwin will continue to 
be available for consultation by appointment and for 
the time being he will continue to be associated with 
his London practice. The Llangollen Pipe which 
for some yéars has been carried on by Mr J. R. HAYES, 
A.C.A., a8 resident partner, will be continued by. him 
in his own- name and on his own account and the 
Wrexham practice will be-carried om in future by 
Messrs Harmoop BANNER, Lewis E  MouwsEYy, 
Chartered Accountants, of Liverpool, London, Man- 
chester and Chester. 

Messrs Harmoop BANNER, Lewis & MOUNSEY, 
sred Accountants, of Liverpool, -London; Man- 
r and ‘Chester, announce that they have taken 
partnership Mr T. A. CLARK, A.C.A., formerly a 
enior assistant in Wrexham with the firm of JOHN 

Unwin & Co Mr CLARK will be resident partner in 
Wrexham and the practice will be carried on as hereto- 
fore at 57 Regent Street, Wrexham, but will shortly 
move to. District Bank Chambers, 3r High Street, 
Wrexham. . 

Messrs VicroR WALTON & Co, Chartered Geen 
ants, previously of 26—27 Bond ` Street, Leeds, r, 
announce that they have removed to larger premises 
at City Chambers, Infirmary Street, Leeds, 1. Tele- 
"phone: 30311-2. 

RS SYDENHAM, SNOWDEN, NICHOLSON & Co, 
Chartered Accountants, of 27 Martin Lane, Cannon 
Street, London, EC4, announce that Mr James D. 
DONOVAN, A.C.A., has been taken into partnership. 

Messrs ALLEN, BALDRY, HOLMAN & Best, Incor- 
porated Accountants, of 36 New Broad Street, London, 
ECz, announce that as from April 1st, 1957, they have 

admitted into partnership Mr Nor R., MANN, A.8.A.A., 
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who has been a member of their staff for a RES of 


MR RALPH S. BROMHEAD, F.C.A., F.S.A.A., announces 
that through pressure of business commitments, he 
has resigned from the practices of Messrs BROMHEAD, 
Foster & Co and Messrs Evans, Daviss & Co, both 
of 36 Dover Street, London, Wi. 

Messrs LIONEL DAVIDSON & Co, of Warnford Court, 

Throgmorton Street, London, EC2, announce that as 
from April 1st, 1957, Mr I. ENGEL, A.S.A.A., has been 
admitted to partnership. The style of the firm will 
remain -unchanged. 
. Messrs DANGERFIELD, BREWIS & Co, announce that 
as from April rst, 1957, they have admitted into 
partnership Mr STUART Davip HAYLLAR, A.C.A., who 
was articled with the firm and has since been a member 
of the staff. 

Messrs Harry L. Price '& Co . Incorporated 
Accountants, of 47, Mosley Street, Manchester, 2, 
announce that Mr John H. Eaves, A.C.A., A.S.A.A., has 
been admitted into partnership. 

CRACKNELL, MEYNELL & STEPHENS, Certified 
Accountants, of 7 Union Court, Old Broad Street, 
London, EC2, announce that as from April 1st; 1957, 
Mr N. A. CAMERON, A.A;C.C.A;, has been admitted a 
partner. ‘The style of the firm will remain unchanged. 

Messrs J. P. Suaw & Co (J. P. SHAW, F.A.C.C.A., and 
J. K. SHáw, À.A.C.C.A.) and Messrs PETER Kaus, & 
Co (PETER KALMS, A.A.C.C.A.) announce that as from 
April 1st, 1957, they have amalgamated their practices 
which will be continued under the style of J. P. SHAW 
& Co, from Grand Buildings, ` TERME Square, 
London, WC2. 

Messrs Hart, Moss, COPLEY & Cos -of22 Moorghte 
Street, Rotherham, regret to announce that Mr ALFRED 
MILLWARD, F.S.A.A., Who has been associated with the 
firm for over fifty years, has retired from the practice 
on health grounds. They also announce that as from 
April rst, 1957, Mr Derek BRANSON, B.A., A.C.A., and 
Mr PHILIP LODGE, ^A.C.A., both of whom have been 
members of their staff for'a number of years, have been 
admitted to partnership. ~ 
` Messrs Morris, Crocker & Co, of 102 Victoria 
Road North, Portsmouth; Hampshire, and of Peters- 
field and Havant, announce the retirement of Mr 
HOWARD WILLIAM WARD, F.c.A., from the partnership 
as from March 31st, 1957. The practice will be con- 
tinued at the same addresses by the temaining partners. 


PROFESSIONAL NOTES . ` 
Sir Harold Gillett, M.C., F.C.4., has been elected a 
director of the Gresham House Estate Co Ltd. j 
. Mr L. W. Farrow, C.B.E., F.C.A., has joined the board 
of Elliott Brothers (London) Dd. > l 
Mr K. N. Hargreaves, A.C.A., has resigned as joint 
assistant managing director of the Rank. -Organization 
on taking up the appointment in the United States 
of president of Rank Film Distributors of America. ' 
Mr Harry Norris, A.C.A., joint managing -director 


. of J. Arthur Rank Overseas Film Distributors Ltd, 
has been appointed joint assistant managing director 


of the Rank Organization and will be Joining the 
boards of other companies in the group. 

Mr R. C. Thomson, B.A.(CANTAB.), LL.D.(ST. AND.), 
T.D., D.L., C.A., has been co-opted to the board and 
appointed chairman of Harrott & Co Ltd. 

Mr N. R. Bellwood, A.C.A., M.INST.T., chief Gd 
officer, British Road Services, has been appointed 
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director of funds and general division, British Trans- 
port Commission Headquarters. 

Mr W. S. Morgan, A.C.A., director of funds, British 
Transport Commission Headquarters, has been 
appointed director of audit of the Commission. 

Mr A. F. G. Marshall, A.C.A., senior costings assistant, 
British Transport Commission Headquarters, has 
been appointed traffic costing officer, Waterloo. 

Mr Eric G. Ingham, a.c.a., has joined the board of 
James Sykes & Sons Ltd. 

Mr G. A. Howe, A.c.a., chief accountant of the 
Manchester Ship Canal Co for twenty-three years, 
has retired from office as from March 31st, and will 
be succeeded by Mr J. C. Millhouse, A.c.1.5., who was 
appointed assistant chief accountant of the company 
on May 1st, 1952. 


BOARD OF TRADE REGIONAL 
ORGANIZATION 


SOME OFFICES TO CLOSE 


The Board of Trade have announced the following 
ges in their regional organization to operate from 
about June 1957: 

Closing of the North Midland Regional Office at 
Nottingham and transfer of work to the Birmingham 
Office (Midland Region) except that for Lincolnshire, 
which will be transferred to the Leeds Office (East and 
West Ridings Region); 

Closing of the Eastern Regional Office at Cambridge 
and transfer of work to London; 

Closing of the Southern Regional Office at Reading 
and transfer of work to London, except that for Dorset 
(excluding Poole), which will be transferred to the 
Bristol Office (South Western Region); 

Closing of all District Offices, except Inverness, and 
transfer of work to the appropriate Regional Offices. 

A new regional office will be set up in London to 
deal with the work of the present Eastern Region, plus 
that for Oxfordshire, Buckinghamshire and Berkshire, 
which is at present being carried out at Reading. This 
new office will be located as a separate unit in the same 
building as the present London and South Eastern 
Regional Office. The latter office will take over Hamp- 
shire and Poole (Dorset), which are at present being 
administered by the Reading Office. 


UNIVERSITIES AND THE ACCOUNTANCY 
PROFESSION 


The fifth conference convened by the Joint Standing 
Committee of the Universities and the Accountancy 
Profession was held at Derby Hall of the University of 
Liverpool from Friday, March 29th to Sunday, 
March 31st. Previous conferences were held in 1947, 
1949 and 1951 at The Queen's College, Oxford, and 
in 1954 at University House, Birmingham. Dr J. M. 
Whittaker, M.A., D.SC., F.R.S., Vice-Chancellor of the 
University of Sheffield and Chairman of the Joint 
Standing Committee, presided. 

The conference was attended by members of the 
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Joint Standing Committee, which is representative of 
fourteen universities, and by members of local joint 
committees of accountants and university representa- 
tives. Reports were received from the local joint com- 
mittees and the general progress of the scheme was 
reviewed. Discussions on a wide range of topics 
showed that there has been considerable progress 
along the lines indicated by the McNair Committee 
which reported in 1944. The representatives of univer- 
sities participating in the scheme referred to the 
improved quality of entrants to the special degree 
course. Moreover, for the first time since the com- 
mencement of the scheme in October 1945 there were 
more than two hundred first-year students following. 
one of the special courses. 

On the Saturday evening a reception was held by^ 
kind invitation of the Vice-Chancellor, Council and 
Senate of the University of Liverpool at Derby Hall. 
Later that evening the Joint Standing Committee 
acted as hosts to representatives of the University of 
Liverpool and representatives of the Liverpool 
societies of accountants at a dinner held at Derby Hall. 


THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


MEETING OF EXECUTIVE COMMITTEE 


At a recent meeting of the Executive Committee Mr 
George R. Freeman, F.c.a., President of the Associa- 
tion was in the chair and five members were present. 


Applications for Assistance 
Six new applications for assistance were considered. 
In one case an annual grant and a donation were made 
and in four cases a donation. Consideration of one other 
application in respect of a vacancy in one of the 
Homes of Crossways Trust was deferred. 


Applications for Further Assistance 
Twenty-five applications for further assistance were 
considered; in twenty cases the grant was renewed, 
in four cases the grant was increased and in one case 
it was decreased. One application for further assistance 
from the Special Fund was considered and the grant 
renewed. 

Matters Reported 


The hon. secretary reported changes which had 
place in the circumstances of five beneficiaries, t? 
whom were now able to manage without f 
assistance, He also reported the receipt of legacies an 
donations amounting to £1,567 16s od. 


Resignation of President 


Mr Poona informed the Committee that he had 
finally but most regretfully decided that he could no 
longer continue either as President of the Association 
or as a member of the Executive Committee. 

The Committee accepted Mr Freeman’s decision 
with great regret. 
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COST CONFERENCE IN BELFAST 


A regional cost conference was held by The Institute 
‘of Cost and Works Accountants at The Grand Central 
Hotel, Belfast, op March 29th, when papers were 
presented on "I'he textile industry: practical costing 
for efficiency, by Mr G. H Tarrant, A.S.A.A., A.C.W.A., 
and 'Information: the needs of management, by 
Mr H. L. Bingham, B.A., A.C.W.A. 


| RESIDENTIAL COURSE FOR SENIOR 
i - EXECUTIVES 


A series of three-week residential courses for senior 
„executives on the subject ‘Measurements for manage- 
ment is being held at the Sundridge Park Manage- 
ment Centre, Bromley, Kent, during 1957. Each 
course — which is repeated about ten times during the 
year — will stress the need for measurements in the field 
of management and will show how such measurements 
can be made in the major aspects of accounting, sales, 
production and personnel. The inclusive residential 
fee for each three-week course is 125 guineas. 
Further information may be obtained from The 


Director, Sundridge Park Management Centre, 
Bromley, Kent. 
INTERNATIONAL MANAGEMENT 


CONGRESS 


The eleventh International Management Congress for 
senior executives will be held in Paris this year from 
June 24th-28th. The Congress, which is organized 
by the International Committee for Scientific Manage- 

ent, the international management organization 
Kee in Britain by the British Institute of 
Management, will have as its general theme, ‘Concrete 
achievement in the field of scientific management, and 
future prospects in the light of technical and social 
developments'. Among the eleven subjects. chosen as 
representative problems which confront management 
throughout the world today, will be ‘Operational 
research', 'Problems of maintaining full employment' 
and "The development of automation in industry’. 

The United Kingdom delegation will be responsible 
Kor a session entitled “The exchange of information 
between trade associations, firms and: Government 
departments’. The British Institute of Management 
is at present engaged on a world-wide study of this 
subject and Professor F. Sewell Bray, F.C.A., F.S.A.A., 
who is chairman of the B.I.M. study group, will be 
acting as general rapporteur for this session. 

Further details of the conference may be obtained 
from the British Institute of Management, 8 Hill 
Street, London, Wir. : 


CHARTERED ACCOUNTANTS’ HOCKEY 
CLUB 
A hockey match played on March 2oth, between the 
Chartered Accountants’ Hockey Club and the Insur- 
ance Hockey Association, resulted in a 4 — o win for 
the Association. The Accountants were not at full 
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strength and with R. À. Downard, the present Welsh 
International, playing in the opposing team, they were 
not unnaturally on the defensive for most of the game. 
In the circumstances they did well to keep the score 
down to four goals. 


THE EAST ANGLIAN CHARTERED 
ACCOUNTANTS’ STUDENTS" 
ASSOCIATION 
The annual meeting of the East Anglian Chartered 
Accountants! Students! Association was held at Norwich 
on March 27th. The report of the Committee for the 
year 1956, together with the accounts, were presented 
and the hon. secretary reported that the number of 

student members remained at 113. ` 

During the year, three separate day lectures were 
held at Ipswich, Norwich and Cambridge. In addition, 
a party of fifty students spent a day in London visit- 
ing Lloyd's and the Hall of the Institute at Moor- 
gate Place. It was felt that the lectures had been very 
successful and the visit to London was greatly appreci- 
ated; special thanks were recorded for the excellent 
arrangements made by Mr G. A. G. Oldfield, A.C.A., 
in connection with the London visit. 

The meeting received with great regret the resig- 
nation of Mr H. Robinson, F.c.a., who had served the 
Association so well as its President for the last two 
years. The thanks of all those present were also ex- 
pressed to the other retiring officers and members of 
the Committee. The following officers were elected 
for the ensuing year: 

President: Mr G. S. H Dicker, M.B.E., T.D., F.C.A. 

Vice-President: Mr B. D. Shaw, A.C.A. 

Hon. Secretary: Mr R. H. Pearson, c/o Martin & Acock, 

Go London Street, Norwich. 

Hon. Treasurer: Mr D. M. Rossi. 

Joint Hon. Auditors: Messrs H Morritt and S. Ashworth. 

Over fifty of the Association's student members 
recently attended a full-time tuition course at Norwich, 
chiefly in examination subjects. The thanks of the 
Association were expressed to Mr H. Robinson, F.c.a., 
for his very valuable work in arranging this course. 


THE PRESTON AND DISTRICT 

CHARTERED ACCOUNTANT STUDENTS’ 

SOCIETY 
The report for 1956 of the committee of The Preston 
and District Chartered Accountant Students’ Society, 
to be presented at the Society’s annual meeting on 
April 21st, records a decrease in membership of four 
during the year, making the total membership ninety- 
seven. 

The 1956-57 series of tuition lectures commenced 
in September, and the Intermediate course was a 
considerable success with an excellent enrolment. The 
Final course attendance, however, showed a regrettable 
decrease on that for the previous year and the com- 
mittee hopes that there will be a better response in the 
1957-58 session. Other activities arranged by the 
Society included visits to Somervell Brothers Ltd, 
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Mullards Ltd, Jas. Williamson & Son Ltd and 
Imperial Tobacco Ltd. In addition a number of 
members of the Society attended the students’ resi- 
dential courses organized by the Liverpool and 


Manchester Societies of Chartered Accountants, at. 


Burton Manor, Burton-in-Wirrall. 

A second successful joint dance was held in con- 
junction with the Preston Law Debating Society, 
while at sport, the Society won all its fixtures with the 
Law Students. 


SEVENTY-FIVE YEARS AGO 
From (e Sirrountant op APRIL rst, 1882 


Extract from a leading article entitled 
RESPONSIBILITIES OF AUDITORS 

A case has recently come under our notice illustra- 
tive of the difficulties accountants have to contend 
with as auditors of public companies. 

It appears that Mr T. W. Read, a Fellow of the 
Institute of Chartered Accountants, acting in the 
capacity of joint auditor of a Lancashire Tramway 
Company, protested against sundry items of expendi- 
ture, and also against certain financial arrangements 
of the Board; these protests were recorded in a report 
which was read to the shareholders, and was objected 
to by the directors, and when the election of auditors 
for the ensuing year came on Mr Read declined to be 
nominated for re-election. 

The first paragraph of this report states that two 
firms were paid £1,750 for placing about £10,000 worth 


of shares. We do not hesitate to say that the auditors 
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would have neglected their duty had they not called’ 
the attention of the shareholders to the fact that the 
capital of the company had been secured at the 
enormous cost of 174 per cent. The report also stated 
that there was an item of expenditure for advertising 
and lithographing plans amounting to £457 78. 7d. 

'The report then referred to the contract, and stated 
that it was excessive in amount; that it was entered 
into without the sanction of the engineer whose name 
appeared upon the prospectus; and that a claim made 
by him as compensation for wrongful dismissal had 
been included as a liability in the balance sheet for a 
smaller amount. It also called attention to the fact 
that the cost and equipment of the ten miles of tramway _ 
amounted to £87,500, although it was stated in the 
prospectus that it would not exceed £70,000; and that 
the contract provided for the payment of interest out 
of capital, which is illegal. 

After the report of the auditors had been read, 
several questions were put to the board, and eventually 
one of the directors violently attacked the auditors, 
and accused them of gross impertinence in having 
exceeded the scope of their duties. . . 

We can see no justification for the attack made 
upon the auditors of this company. The business of 
the company does not depend in any way upon its 
credit, and the whole of the capital has been placed 
so that the auditors’ report could not stop the sub- 
scription of shares. Ín our opinion, therefore, Mr 
Read acted with proper dignity when he refused to. 
be nominated for re-election. pp & 


eu e 
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LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


Visit by Birmingham Articled Clerks 


A party of members of the Birmingham Chartered 
Accountants Students! Society visited London as 
guests of the London Students' Society on Wednesday, 
March 13th. In a joint debate the visitors well and 
truly defeated the motion “That television has fossilized 
family life'. On the field of sport, however, London 
got the better of them by a defeat at rugger of 22 points 
to nil, although at hockey the visitors won 2 goals to nil. 


The New Premises 


'The new office and library on the third floor of Spencer 
House, in South Place, London, EC2, are now open to 
members. These premises are of a completely different 
character from the old; the interior has been pleasingly 
decorated in a contemporary style and the rooms are 
much more spacious than the former ones. 


Residential Course 


This year's residential course for members near the 
end of their articles, is being held at Corpus Christi 
College, Cambridge, from Thursday, September 12th, 
to Sunday, September 15th. Among those who have 
promised to address the course are Sir Harold Kent, 
K.C.B., the Solicitor-General, and Mr G. S. A. 
Wheatcroft, Master of the Supreme Court. Full details 
will be circulated to members in a few weeks’ time. 


Examination Results (tiken ~, 
The Committee has had brought to its AC of 
recent statement of the Council of the Institute off 
remarkably low standard shown in the recent Novafab. - 
Final examinations in the more basic subje 
advanced accounting and auditing. 


March Meeting of the Committee 


The Committee have elected Mr L. C. McCracken 
as Chairman of the Students’ Society for the coming 


year. Mr B. M. O’Regan was elected Vice-Chairman. 


Sincere thanks were paid to the retiring Chairman, 
Mr G. B. C. Hughes, B.A., A.C.A., for the work, time 


and trouble he has devoted to the Society during the 
past year. The resignation of Mr J. Bell due to pressure 


of work was received with regret by the Committee. 
It is not intended to fill the vacancy before the annual 
meeting on Friday, April 26th. 


Next Week's Meetings 


The following meetings of the London Students’ 
Society will be held during next week: 
De Rugby football match v. Solicitors’ Articled 
erks 
Friday, 5.30 p.m., at the Institute: "Open forum' to discuss 
questions arising out of lectures given during the session. 
7 p.m., at Chelmsford: Lecture on ‘Standard costing 
and budgetary control’, by Mr H. P. Court, A.C.W.A. 
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THE BUDGET 

N the whole, the prophets have been right about the 

basic framework of this year’s Budget. They summed it 

up by saying that the CHANCELLOR OF THE EXCHEQUER 
must reconcile two points, namely, the immediate need to keep 
on defending the balance of payments and the longer term need 
to raise industrial potential. In the main, Mr THORNEYCROFT 
has put the balance of payments before the prooem of increasing 
production. 

The outcome of 1956-87 was already Gen lhere was a 
surplus ‘above the line’ of £290 million and a deficit “below the 
line’ of £621 million. The outlook for 1957-58 is encouraging in 
the CHANCELLOR’s opinion. Revenue, at last year's rates of 
taxation would produce £229 million more this year at £5,387 
million. Above the line expenditure is expected to go down by 
£41 million to {£4,827 million; this would leave a surplus of 
£560 million. Net expenditure below the line is put at £587 
million, leaving an overall deficit of £27 million to be met by 
borrowing — compared with £331 million last year. 

Looking to the prospects for 1957-58, the (CHANCELLOR has 
emphasized the continuing importance of exports. He also expects 
some increase in outlay by the public. He sees no prospect of 
stagnation in investment, and here he is at variance with a good 
deal of informed opinion. Not all will agree that the deceleration 
in private capital investment and the recent decline in building 
plans approved can be summed up as an absence of stagnation. 
It may be, of course, that the Treasury has later figures than are 
available to the general public, but, if not, controversy on this 
Budget begins with the investment assumption. It is apparent 
that the Government is worried that a rate of investment much 
in excess of the present one might put too severe a burden on 
the import bill, while savings have to be found as yet, for the 
corresponding investment. Clearly, official strategy in 1957 is to 
defend the balance of payments by putting a tight rein on the 
level of imports, lest they be unduly stimulated either by a rapid 
expansion in industrial capacity or in public consumption. This 
may be the correct tactics for 1957—58, but as a long-term strategy, 
it will soon be open to question. No country dare face the im- 
plications of the European Common Market with brakes on its 
capital investment for an indefinite period. 

Although satisfied that deflationary policy has worked, the 
CHANCELLOR does not think that monetary controls would have 
worked, or will continue to work, without the active co-operation 


of the banks. Again, to help prevent investment taking place 


without the corresponding volume of savings, the powers of the 
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Capital Issues Committee have been restored to 
cover scrutiny of the terms of bank loans for long- 
term capital. The CHANCELLOR is much impressed 
with the difficulties under which the monetary 
controls have had to operate in curbing invest- 
ment in the recent bout of deflation, and he is to set 
up a committee under the chairmanship of Lorp 
RADCLIFFE ‘to inquire into the working of the 
monetary and credit system and to make recom- 
mendations'. 

Mn THORNEYCROFT is thus much concerned 
to break the vicious circle of low savings and 
high investment, causing inflation and a weak- 
ening of the incentive to save. Having 'guarded 
his flank' against inflation, he has injected the 
stimulus of £98 million in tax remissions. To 
quote his own words: "This will leave us with a 
much bigger surplus than that realized last year 
and an overall deficit that can be covered by 
real savings.’ The biggest concession, in terms of 
loss to the Revenue, in the Budget, is the one 
for United Kingdom companies carrying on 
business overseas. The recommendations of the 
Royal Commission have now been substantially 
adopted in this Budget. Shipping (as well as 
banking and insurance) is to be omitted from 
the concession, but shipping is to have its 
investment allowance increased to 40 per cent. 
With the CHANCELLOR'S preoccupation with over- 


investment, it is not surprising that other hopes: 


for. better investment allowances have been 
dashed. 


Apart from closing some minor loopholes, this 
year’s Budget, like last year's, changes the tax 
law only in the direction of a limited measure of 
relief. Although the new CHANCELLOR has shown 


"himself to be broadly sympathetic to the many 


representations made to him on taxation, the total 
reliefs will cost the Exchequer only {98 million 
this year, which is not very much in relation to the 
total taxation levied, but all the reliefs are calcu- 
lated to have a significant psychological effect. 


Help for the Family Man 
For children over 11 years old at the beginning 
of the year of assessment, the income tax child 
allowance goes up this year from {100 to £125; 
for children over 16 years the allowance will be 
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Reliefs to incomes have been severely limited. 
Since he already expects a bigger outlay by the 
public and he is worried about inflation, the vast 
range of income tax payers receive no direct 
tax relief. Income tax exemption limits are 
raised for the over 65s and the ‘age relief’ on 
unearned income is raised by {100 a year. The 
married man is once more given favoured treat- 
ment compared with the bachelor. Allowances 
for children of 12 or over are raised to £125, and 
again to {150 at 17. The starting-point for surtax. 
for a married couple is to be raised {100 to 
£2,100 and child allowances are now to be 
added before the starting-point is reached, thus 
giving a further tax relief to the family man. 
The earned income relief of two-ninths is now 
raised from its £2,000 a year limit to £4,000, 
and thereafter at one-ninth to £10,000. Such are 
the incentives offered for 1957-58. 

His remissions on indirect taxes cover, on the 
whole, expected ground. Entertainments duty 
has been removed from the theatre and sports, 
modified for cinemas and increased on joint. 
radio and television licences. Purchase tax bag 
been reduced from 30 to 15 per cent on a wide 
range of domestic ware. The petrol duty has 
been cut by rs to its former rate of 2s 6d a 
gallon. 

Altogether the hoped-for middle-class Budget 
has been shrivelled (except at the top) in the 
consuming fires of the CHANCELLOR's fears of 


. inflation. 
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£150. The increase, unlike that recommended by 
the Royal Commission, applies irrespective of the 
parent's total income. Discrimination in favour 
of parents paying school fees, which has been 
much canvassed in recent years, has been rejected. 

The Royal Commission also recommended 
surtax relief for the family man, and a change on 
these lines is now to be introduced; child, house- 
keeper, and dependent relative allowances, as 
well as the amount by which the higher personal 
allowance exceeds the single allowance, are in 
effect to be allowed for surtax as well as income 


tax, by being added to the exemption limit. Mr 


THORNEYCROFT firmly rejected the Commission's 
recommendation that for single men the surtax 
exemption limit be reduced to £1,500. 
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Earned Income and Age Reliefs 
The two-ninths earned income relief is to be 
"given on earnings up to £4,005, while a relief of 
one-ninth will be given on the next £5,940. Thus, 
a man earning £9,945 or more will receive the 
unprecedented amount of {1,550 in earned 
income relief alone. This is far more than the 
Royal Commission recommended and is perhaps 
a tribute to the effectiveness of the recommenda- 
tions made to the CHANCELLOR in recent months. 


It will cost £244 million in a full year, spread ` 


“over a comparatively small number of taxpayers. 
At the other end of the scale there is to be an 
exemption limit of £250 in favour of single 
persons over 65 years of age; and of {£400 in 
favour of a married couple where either husband 
or wife is over 65. Where the income exceeds 
these limits by less than £50, there will be marginal 
relief under which the total tax will be limited 
to one-half of the excess. 
In the case of the existing age relief, the 
income limit is to go up from {600 to £700. 
These two reliefs to the large number of old 
people with modest incomes will cost £6} 


“million in a full year. 


Overseas Trade Corporations 
Mr ‘THORNEYCROFT has accepted the recom- 
mendation of the Royal Commission that tax 
exemption be given to ‘overseas trade corpora- 
tions’ in respect of profits earned overseas. The 
companies to be covered in the proposals will 
include those wholly engaged in mining, oil 
winning, agriculture, manufacture and processing, 
~public utilities and distribution. Shipping, bank- 

ing and insurance will not be affected. 

As regards selling activities abroad, the Royal 
Commission contemplated that some overseas 
trade corporations would be the exporting side 
of United Kingdom manufacturing businesses. 
The CHANCELLOR said it was necessary to be 
careful that the new relief had no possible sug- 
gestion of an export subsidy about it. Accordingly, 
the legislation would make it clear that to qualify 

~a3-overseas trading corporations, concerns dealing 
in United Kingdom goods must buy them ‘free 
on board’ at a United Kingdom port at the price 
appropriate to a transaction between independent 
persons. Only profits arising from that point 
onwards would come within the exemption. 

Concerns having a mixed business would not 
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be able to obtain the relief unless they hived-off 
their overseas business to a separate company 
which filled the conditions for exemption. 

Of course, dividends and other distributions 
paid by overseas trade corporations to share- 
holders would be liable to United Kingdom 
income tax, and also profits tax where the recipient 
was a United Kingdom company; with relief 
for taxes paid abroad where appropriate. The 
legislation, which would be long and complicated, 
would include provisions closely defining distri- 
butions, in order to prevent abuse by the release 
of untaxed profits in a non-taxable form. 


Investment Allowances 

For expenditure on ships incurred after Budget 
day, the 20 per cent investment allowance is to 
be increased to 40 per cent. It is considered that 
shipping is in a special position, facing, as it 
does, severe competition in a world market, often 
from ships sailing under flags of convenience 
with small tax liabilities. On the other hand, 
the shipping industry will not benefit from the 
new provisions for overseas trade corporations. 
Scientific research and fuel saving equipment 
will continue to enjoy the 20 per cent allowance. 

The CHANCELLOR said that the present invest- 
ment allowance provisions permitted in certain 
circumstances two allowances for the same asset. 
This is to be stopped. The form of the change is 
foreshadowed in Budget Resolution numbered 16, 
which is headed ‘Income tax (allowances for 
machinery). This authorizes retrospective pro- 
visions under which certain capital expenditure 
may be left out of account or alternatively that 
allowance in respect of such expenditure may be 
withdrawn. The resolution refers to allowances 
under Chapter II of Part X of the Income Tax 
Act, 1952. 

Schedule A 

The Court of Appeal decision in Gatehouse v. 
Vise has now induced the Government to recon- 
sider the terms of Sections rog and 113 of the 
Income Tax Act, 1952, which give rise to 
anomalies. Budget resolution number 13 provides 
for legislation governing the determination of 
the person to be charged to tax when part of a 
house or building is let separately. In his speech 
MR 'THORNEYCROFT made it clear that this change 
is to relate to cases where flats are let in con- 
sideration of capital premiums. 
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Estate Duty 


The cases of Sneddon and Iveagh have brought 
to a head the anomalous nature of the provisions 
for levying estate duty on inter vivos gifts and 
on property deemed to pass by reason of the 
determination of a life interest. It is now the 
fashion to make inter.vivos gifts in the form of 
property which will cease to have existed as such 
on the death of the donor and will therefore 
escape duty. New legislation is foreshadowed 
under which avoidance of this kind will be circum- 
vented. 

At-the same time there are to be new provisions 
in relation to contracts and schemes which have 
been approved under Section 22 of the Finance 
Act, 1956, Le. retirement benefit schemes. 


AMOUNT OF TAX FOR SPECIMEN 
INCOMES 


These tables show the tax payable after deduction of personal 
and child allowances, and, in the case of earned income, the 
earned tncome relief. The taxpayer, however, may be entilled 
to further reliefs which would reduce the tax payable below 
the amounts shown tn ihe tables. 


(1) Single Persons 
All Investment Income* 


AJ] Earned Income 
Proposed 
Charge 
1957-58 





£ d d £ sd £s d 
180 Pus dës 
200 0 0 115 0 115 0 
225 9 9 $18 9 318 9 
6 6 6 2 4 6 2 6 
300 4 4 14 13 4 14 13 4 
350 0 0 37 3 4 37 3 4 
400 9 9 59 5 0 89 5 0 
500 0 0 83 0 0 93 0 0 
600 0 T 135 10 0 135 10 0 
700 9 9 178 0 0 178 0 0 
800 0 0 220 10 0 220 10 0 
900 0 0 283 0 0 263 0 o 
1,000 1 1 305 10 0 308 10 0 
1,250 0 0 41115 0 411 15 0 
1,500 8 8 518 0 0 518 0 0 
2,000 2 2 730 10 0 730 10 0 
2,500 0 9 993 0 0 993 0 0 
3,000 0 4 1,268 0 0 1,268 0 0 
4,000 0 5 1,868 0 0 1,868 0 0 
5,000 0 3 | 2518 0 0 | 2,18 0 O 
6,000 0 0 | 3218 0 © | 3,218 0 0 
7,000 0 64] 3 6 0 | 3,968 0 0 
8,000 0 111 4,718 0 0 4718 0 0 
9,000 0 7 6 5,518 0 0 6518 0 0 
10,000 0 5 0 | 6,318 0 0 6318 0 0 
12,000 0 5 0 | 8018 0 0 8,018 0 0 
15,000 0 5 0 | 10,718 0 O | 10,718 0 0 
,000 0 5 0 | 15,343 0 0 | 15,343 0 0 
5,000 0 5 O | 19,988 0 0 | 19,968 0 0 
$0,000 0 6 0 | 24,83 0 O | 21593 0 0 
40,000 0 5 0 | 33,843 0 O | 33,943 0 0 
50,000 0 5 0 | 43,093 0 0 | 43,093 0 0 
100,000 0 5 0 | 89,343 0 0 | 89,343 0 0 





is over 65 and his total income does not 
exceed £700 (£600 for 1956- Jy edes ii this reduces the tax payable 
to that chargeable on the earned income . Where the totalin ome exceeds 
£700, marginal relief is given en that the full tax on the investment income 
scale is not payable until the marginal relief runs ont. 

fÁge Exemption, Where the taxpayer is over 65 and his total income does 
not exceed £250 SS tax is payable for 1957-58. Where the tota) income 
slightly exceed« £230 al rebef is given so that the full tax is not 
payable until the marginal relief runs out. 


* Age Relief. - Where the t 
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(2) Married Couples without Children 
- All Earned | — .AlEamedlacome | All Investment Income* 


NE E 
el ER E 





Income tax Income tax Income tax 
(and surtax (and surtax EE idis (and surtax 

if any) if a if T If any) 
f £s d d d £ s d 

300 — — -— — 
et 312 6 312. 6 18 12 8 18 12 6 
40 87 8 98789 80 10 6 30 10 0 
500 27 17 2 27 17 2 59 5 o 56 5 0 
600 48 0 0 48 0 o 93 0 0 93 0 0 
700 74 5 0 74 5 O0 135 10 0 135 10 0 
800 102 8 10 102 8 10 178 0 O0 178 0 
900 135 10 0 135 10 0 220 10 0 270 10 0 
1,000 168 11 1 188 11 1 283 0 0 263 0 0 
1,250 251 3 10 25] 3 10 8069 5 0 369 5 F 
1,500 833 18 8 333 16 8 475 10 0 473 10 0 
2,000 499 2 2 499 2 2 688 0 0 688 0 0 
2,500 759 6 o 704 7 9 850 10 0 940 10 96 
3,000 1034 85 0 920 13 4 1,2225 10 O0 1,213 0 0 
4,000 10000 5 0 1430 4 6 1,825 10 0 1,808 0 0 
5,000 | 2,284 5 0 2,027 15 3 2,175 10 0 2,453 0 0 
6,000 2,984 5 0 2,075 10 10 3,175 10 0 3,148 0 0 
7,000 3,2734 5 0 3,373 6 4 3,925 10 0 3,893 0 0 
8,000 4484 5 0 4,074 1 11 4,678 10 0 3,643 0 0 
9,000 5284 5 0 4,823 17 8 5,475 10 0 5,438 0 0 
10,000 | $6,084 5 0 5,579 5 o 8,275 10 o 6,238 0 0 
12,000 7,784 5 0 7,274 5 0 7,975 10 6 7,933 0 6 
15,000 | 10,484 5 0 9,969 B 0 10,875 10 o 10,628 0 -0 
20,000 | 15,1109 5 0 14,591 15 0 15,800 10 0 15,250 10 0 
25,000 | 18,734 5 0 19,216 15 0 19,825 10 0 19,873 10 0 
30,000 | 24,359 5 0 23,841 15 0 24,550 10 0 24,500 10 0 
40,000 1609 5 0 33,091 15 O0 | 33,800 10 O | 33,750 10 0 
50,000 | 42,859 3 0O | 42,3431 15 0 43,050 10 D | 43,000 10 0 
100,000; 89,109 5 0 88,591 15 0 | 89,300 10 O | 89,250 10 0 


*Age Relief. - Where the taxpayer (or his wife) is over 85 and his total 
income does not exceed £700 (£600 for 1956-57) age relicf is given: this 
eier DEM e on the eamed income scale, 
Where the tota] income exceeds £700, marginal relief is given so that the 
full tax on the investment income scale is not payable until the marginal: 
relief runs out. 
{Age Exemption. — Where the taxpayer (or his wife) is over 65 and his total 
income docs not ex-eed £400 no tax Is payable for 1957-58. Where the total 
income si EEN al relief is given so that the full tax is 


not payabie until the marginal runs out. 


(3) Married Couples with one Child - Earned Income 


Income aU Earned Income 
Proposed Charge 1957-58* 


| 





it 
w 

1 
Lë 


£ £s d £ s d £ s d 
4 = — — panes 
500 510 0 510 0 213 9 — 
600 2211 8 2211 8 18 12 11 10 14 2 
700 41 1 1 41 1 1 35 2 4 29 8 7 
800 68 15 0 66 15 0 58 6 3 49 17 6 
900 93 0 0 03 0 0 8411 3 76 2 6 
1,000 126 1 1 128 1 1 115 8 7 104 16 1 
1,250 208 13 10 208 13 10 198 1 4 187 8 10 
1,500 291 8 8 2091 6 8 280 14 2 270 1 8 
2,000 458 12 2 458 12 2 445 19 S 435 7 2 
2,900 716 15 0 651 17 9 641 5 3 630 12 9 
3,000 991 15 0 874 13 4 864 0 10 853 8 4 
4,000 1,501 15 0 1,3370 4 65 1,359 11 11. 1,348 19 5 
5,000 2,241 15 0 1,962 13 3 1,9532 2 9 1,941 10 8 
6,000 2,841 15 0 2,605 10 10 2,594 18 4 2,584 $ 10 
7,000 3,691 15 0 3,292 8 A 3,287 13 10 3,277 I 4 
8,000 4,441 15 6 4,0001 1 11 3,900 9 5 3,979 16 11 
8,000 | 6,241 15 0 4,743 17 6 4,733 5 0 4,722 12 6 
10,10 | 6,041 15 0 5490 5 O0 5488 12 6 5,478 0—0 
12,000 7,741 15 0 7,189 8 0 7,878 12 6 7,168 0 O0 
15,000 | 10,441 15 0 0,878 5 o 9,868 12 6 Aan 0 0 
20,000 | 15,088 15 0 14,499 5 0 14,488 12 6 14,478 0 0 
25,000 | 19,691 15 0 19,124 5 0 19,113 12 6 19,103 0 0 
30,000 | 24,316 15 0 | 23,749 5 0 23,738 12 6 j 0 0 
40,000 | 33,568 15 0 5.0 | 32988 12 6 | 32,978 0 o 
50,000 | 42,816 15 0 42,248 858 0 42,238 12 8 | 42,228 0 0 
100,000; 89,066 15 0 88,499 5 6 88,488 12 8 | 88,478 0 o 
*The E CIO charge, 1957-58" rig nina income tax for 1957-58 and 
surtax (if any) fo- 1956-57, payable m 1957-58, The increases in child 
allowance for older children have therefore been taken into account in these 
figures only for income tax und not for surtax. 
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Income 


Income all Earned Income 
MÀ Charge 1957-~-58* 


Income re woe Two Children SIUE Two Chikiren 
not over 11 not over 16 over 16 


Income tax faded tax 


{and surtax curtax Galena: and surtax 

if any) ur any) if any) if any) 
£ É s d í sd £ s d £s d 

600 3.00 3.00 — aa 
700 17 8 1 17 8 i1 8 2 6 0 
800 35 18 6 3515 8 23 18 0 12 0 8 
59 0 59 5 6 42 7 6 30 I0 0 
— 1,000 85 10 0 85 10 0 68 12 6 5115 0 
1,250 166 3 10 168 3 10 144 18 10 123 13 10 
1,500 248 16 8 248 18 8 227 11 8 206 6 8 
2,000 414 2 2 414 2 2 392 17 2 371 12 2 
2,500 674 5 0 509 7 9 578 2 9 558 17 8 
» 9,000 949 5 o 819 I3 4 798 8 4 777 3 4 
1 4,000 1,549 5 0 1,310 4 5 1,288 19 6 1,287 14 5 
6,000 | 2,199 5 0 1,897 15 3 1,876 10 3 1,855 5 3 
6,000 | 2,899 85 o 2,535 10 10 2,514 5 10 2,493 0 10 
7,000 | 3,649 5 0 3,223 8 4 3,272 1 4 3,180 16 4 
8,000 | 4,999 6 0 3,926 1 11 3,904 18 11 3,883 11 11 
9,000 §,199 5 0 4,663 17 6 4,642 12 6 4,621 7 6 
10,000 5990 5 0 5419 5 0 5398 0 0 5,378 13 0 
12,000 7,809 5 0 71w 5 0 7,083 0 0 7,061 18 0 
15,000 | 10,399 5 0 9,789 5 0 9,768 0 0 9,746 15 0 
20,000 | 15,024 $ 0 14,408 15 0 14 385 10 0 14,384 6 0 
25,000 | 19,449 5 0 18,8381 15 0 19,010 10 0 18,988 5 OG 
30,000 | 24,274 8 0 23,656 15 o | 23,085 10 0 | 23,614 5 0 
40,000 | 33,524 5 O0 32,908 15 0 32,885 10 0 32,884 58 0 
000 | 42,274 5 0 42,158 15 0 42,135 10 0 42,114 85 0 
100,000| 89,024 5 0 | 88,406 15 0 88,385 10 0 88 5 0 
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UO SEES e EEN (5) Married Couples with Three Children - Earned 








Income 
Income all Earned Income 
Proposed Charge 1957-53* 
Children 

Income for Three Children over 11 but ee Children 

195 not over 11 not over 16 over 16 

Income tax Income tax Income tax Income tax 
(and surtax (and surtax (and surtax (and surtax 

if any) if any) any) if any) 
£ Z'r d £s d £ s d £s d 

680 — — — — 

700 10 0 10 0 — — 

800 12 0 868 i20 8 18 S — 
800 10 O0 390 10 0 12 13 9 12 6 
1,000 5811858 0 5115 O0 31 3 2 13 6 11 
1,250 123 13 10 123 13 10 92 1 3 68 15 0 
1,500 208 8 8 206 6 8 174 9 2 142 11 8 
2,000 371 12 2 371 12 2 338 14 8 307 17 2 
2,500 631 15 0 546 17 8 515 0 3 483 2 8 
,000 808 15 0 784 13 4 732 15 10 700 18 4 
4,000 1,506 15 0 1,250 4 B 1,218 6 11 1,188 5 
5.000 2,158 15 O 1,852 15 3 1,800 17 9 1,789 3 
,000 2,856 15 0 2,465 10 10 2,433 13 4° 2,401 15 10 
7,000 3,606 18 0 3,148 6 4 3,116 8 10 84 11 4 
,000 4,356 15 0 3,851 1 11 3,819 4 5 8,787 6 11 
9,000 5,158 15 6 4,583 17 6 4552 0 O0 20 2 6 
10,000 5,856 15 0 5,339 5 0 §,307 7 6 5.275 10 0 
12,000 7,858 15 0 7,019 5 0 6,987 7 6 6,955 10 0 
15,000 | 10,358 15 0 99 5 0 9,667 7 6 9,635 10 0 
000 | 14,981 15 0 14,314 5 0 14,282 7 6 14,250 10 0 
25,000 | 15,806 15 0 18,939 5 0 18,807 7 6 18,875 10 0 
80,000 | 24,231 15 O0 23,584 5 0 423,532 7 6 00 10 © 
.40,000 | 33,481 15 0 32,814 5 0 32,782 7 6 32,78) 10 0 
000 | 42,731 15 0 42,084 5 0 42,032 7 6 42,000 10 0 
100,000] 88,981 15 0 88,314 5 0 88,282 7 6 88,250 10 0 


*The ‘Proposed charge, 1957-59’ comprises, Income tax for 1957-58 and surtax (if m for 1958—57, payable in 1957-58. The increases in child 
, allowance for older chikiren have therefore been taken into account in these figures only for income tax and not for surtax. 


S 


BUDGET RESOLUTIONS 


Included in the Budget resolutions passed by the 
Committee of Ways and Means last Tuesday, were 
the following: 


INCOME TAX 


9. Income Tax (Charge and Rates for 1957—58) 


That income tax for the year 1957—58 shall be charged 
at the standard rate of eight shillings and sixpence 
in the pound, and, in the case of an individual whose 
total income exceeds two thousand pounds, at such 
higher rates in respect of the excess as Parliament 


-inay hereafter determine. 


And it is hereby declared that it is expedient in the 


public interest that this Resolution should have statu- 
tory effect under the provisions of the Provisional 
Collection of 'l'axes Act, 1913. 


10. Income Tax (Surtax Rates for 1956—57) 
That income tax for the year 1956-57 shall be charged, 
in the case of an individual whose total income 
exceeded two thousand pounds, at the same higher 
rates in respect of the excess as were charged for the 
year 1955-56. 


And it is hereby declared that it is expedient in the 


-public interest that this Resolution should have 


statutory effect under the provisions of the Provisional 
Collection of Taxes Act, 1913. 


11. Income Tax (Personal Reliefs) 


That — 


(a) in subsection (1) (earned income relief) of 
Section two hundred and eleven of the Income 
Tax Act, 1952, as amended, for the reference to 


* 


tax at the standard rate on two-ninths of the 
claimant’s earned income or on £450, whichever 
is the less, there shall be substituted a reference 
to tex at the standard rate on — 

(i) two-ninths of the amount (up to a maxi- 
mum of £4,005) of the claimant’s earned 
income; plus . 

(i1) one-ninth of the amount (up to a maximum 
of £5,940) of any excess of his earned 
income over £4,005; 


. (b) in subsections (2) and (3) (old age relief) of that 


section, for the references to £600 (which refer 
to the income limit for the full relief under 
subsection (2)) there shall be substituted refer- 
ences to £700; 

(c) Sections two hundred and twelve and two 
hundred and thirteen of that Act, as amended, 
shall have effect as if in subsection (1) of Section 
two hundred and twelve and in subsections (2) 
and (3) of Section two hundred and thirteen the 
references to {100 were — 

(i)in relation to a child over the age of 
eleven but not over the age of sixteen at 
the commencement of the year of assess- 
ment, references to £125; and 

(i) in relation to a child then over the age of 
sixteen, references to £150; 

(d) an individual, if at any time within the year of 
assessment either he or his wife living with him 
is of the age of sixty-five years or upwards — 

(1) shall be entitled to exemption from income 
tax, if his total income for that year does 
not exceed £250, or if he would be entitled 


to the higher (or married person's) relief 
under subsection (1) of Section two 
` hundred and ten of that Act and his total 
income for the year does not exceed £400; 


and 
(ii) shall be entitled, if he is not exempt under 
the foregoing provision by reason only of 
his total income for the year exceeding 
£250 or £400, as the case may be, and the 
excess is less than £50, to have the income 
tax payable in respect of his total income 
reduced, where necessary, to an amount 
equal to half that excess; 
but this Resolution shall not require any change to 
be made in the amounts deducted or repaid under 
Section one hundred and fifty-seven (pay as you earn) 
of the Income Tax Act, 1952, before the twenty- 
second day of June, nineteen hundred and fifty-seven. 
And it is hereby declared that it is expedient in the 
public interest that this Resolution should have 
statutory effect under the provisions of the Provisional 
Collection of Taxes Act, 1913. 


12. Income Tax (Overseas Trade Corporations) 


That charges to income tax (including charges for 
past years of assessment) may be imposed by pro- 
visions the main purpose of which is to afford special 
treatment for companies operating overseas and 
companies with subsidiaries operating overseas. 


13. Income Tax (Persons Chargeable under 
Schedule A) 


'That further provision as to the persons chargeable 
with tax under Schedule A and the manner of assessing 
and charging tax may be made for cases where part of 
a house or building is let separately. 


14. Income Tax (Valuations for Schedules A and 
B in Scotland and Northern Ireland) 


That it is expedient to authorize such increased 
charges to tax as may, in particular cases, arise from 
amendments of the law relating to the valuation of 
property in Scotland or Northern Ireland for purposes 
of income tax under Schedule A or Schedule B, being — 
(a) as regards Scotland, amendments designed to 
give relief from tax by reference to owner’s rates 
payable in the year 1956-57, and accordingly 
to value properties wholly or partly on the 
principles temporarily adopted for rating valua- 
tions under the Valuation and Rating (Scotland) 
Act, 1956; and 
(b) as regards Northern Ireland, amendments 
designed to base assessments. generally on the 
rating valuation for that year (with or without 
alterations for particular cases), instead of on the 
general revaluation for rating which | came into 
force on April 1st last. 


15. Income Tax (Payments from House of 
Commons Members’ Fund) 


‘That periodical payments granted out of the House 
of Commons Members’ Fund (including periodical 
payments granted out of sums appropriated from 
that Fund or out of the income from those sums) shall 
be charged to income tax under Schedule E and shall be 
deemed for all the purposes of the Income Tax Acts 
to be emoluments assessable under that Schedule. 
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And it is hereby declared that it is expedient in the 
public interest that this Resolution should have 
statutory effect under the provisions of the Provisional 
Collection of Taxes Act, 1913. 


16. Income Tax (Allowances for Machinery) 
That provision (including retrospective provision as 
respects past years of assessment) may be made so that, 
where a person incurs capital expenditure on the 
provision of machinery or plant without the machinery 
or plant belonging to him, then for the purposes of 
Chapter II of Part X of the Income Tax Act, 1952, 
as amended, that expenditure and in certain cases 
expenditure incurred by other persons on the machi- 
nery or plant shall be wholly or partly left out of _ 
account or allowances under that Chapter in respect 
of any such expenditure may be withheld or withdrawn. 


PROFITS TAX ~ 


17. Profits Tax (Miscellaneous Charges) 


That it is expedient to authorize all such charges to 
the profits tax (including charges for past chargeable . 
accounting periods) as may result — 

(a) from amendments of the law relating to allow- 
ances, deductions or charges for income tax 
purposes 

(b) from sa eer of the enactments relating to 
the profits tax the main purpose of which is to 
afford special treatment for companies operat- 
ing overseas, and companies with subsidiaries 
operating overseas; 

(c) from any provision that, in computing the ` 
profits of the South of Scotland Electricity 
Board for the purposes of the profits tax for any 
chargeable accounting period (including a past 
chargeable accounting period) no deduction 
shall be made for payments made by the Board 
by way of interest on any sum treated as a loan 
to the Board under subsection (3) of Section 
seven of the Electricity Reorganisation (Scotland) 
Act, 1954, or by way of interest on any borrow- 
ings of the Board which directly or indirectly 
replace that sum or any part of it. 


ESTATE DUTY 
18. Estate Duty (Glfts inter vivos) 


That it is expedient to authorise all such charges to 
estate duty as may result — 

(a) from amendments of the law relating to gifts 
inter vivos being amendments as to the property 
which is to be treated as comprised in the gift 
for the purpose of charging duty or as to the 
time at which any property so treated is to be 
valued, or as to matters arising out of any such 
amendments; or : 

(b) from similar amendments of the law relating to 
property deemed to pass on a death by virtue 
of a disposition or determination of a limited 
interest. 


19. Estate Duty (Retirement Annuities etc.) 


That, notwithstanding any resulting charge to estate 
duty, provision may be made as to the treatment for 
purposes of estate duty of contracts and schemes 
approved under Part III of the Finance Act, 1956, 
and of annuities and other payments and rights under 
those contracts and schemes. 


— pM —À8— 
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| ` CAPITAL REORGANIZATION SCHEMES 


N by R. W. MOON, B.Litt., 


wish to consider the variation of shareholders’ 

class rights granted under its memorandum 

or articles. A company is not bound to issue all 

its shares with the same rights but may confer 

different rights on different classes of shares. 

Although such classes are variously described as 

preference, ordinary or deferred shares, the name 

„— by which a class of share is called gives no more 

than a slight indication of the rights attaching to 

it in any particular company, and reference must 

be made in every case to the articles or terms of 
issue. 


| I: certain circumstances, a company may 


Class Rights 


Where the memorandum and articles create 
merely one class of share, the company will 
nevertheless be entitled to take power to issue, 
say, preference shares notwithstanding that this 
clearly dilutes, as it were, former rights of the 
existing shares. 

Once a distinction has been drawn in any way 
^ between various shares then any rights must be 
SEED as special class rights if either, (a) they 

expressly described in the memorandum, 
articles, or terms of issue, as rights attaching to 
one or other class, or (b) they relate in some way 
to dividends, return of capital, or voting. 


Variation of Rights 


In the vast majority of cases, it is customary for 
the rights attaching to shares to be set out in the 
articles only, and not in the memorandum, and 
for the articles to provide that, where shares are 

~~ divided into separate classes, rights can be varied 
or abrogated with the consent of a prescribed 
majority of the class (usually referred to as the 
“majority clause’). ‘This right. is, however, subject 
to the possibility that a dissenting minority of the 
class may apply to the Court under Section 72, 
Companies Act, 1948. 

On the other hand, if the rather unusual 
circumstance arises where the rights of share- 
holders are expressed in the memorandum, they 
are deemed to be unalterable unless the memoran- 

dum itself prescribes a method of alteration, or 
unless the consent of the Court is obtained to a 
“scheme of arrangement’ dealt with under Section 
206, Companies Act, 1948. 

It should be noted that the power to alter the 
memorandum conferred by Section 23, Com- 
panies Act, 1948, does not extend to any variation 


A.C.A. 


or abrogation of the special rights of any class of 
members. 

The procedure for variation of class rights 
described above applies only to registered com- 
panies and does not permit the liability of the 
shareholders to be increased. Moreover, share- 
holders cannot be compelled to take up more 
shares in the company. Consequently, a scheme 
of this kind is applicable only in a limited range 
of cases and should not be confused with the 
more formal schemes of arrangement which are 
recognized under Section 206, Companies Act, 
1948. 'lhe latter type of scheme is apt to be 
rather more ambitious in scope, since it also 
enables the rights of debenture-holders or credit- 
ors to be brought within its terms. 


Capital Reorganization 
In general terms, then, the entrenched rights of 
the members of a company are subject to a con- 
siderable measure of protection. However, even 
entrenched rights are liable to be modified or 
abrogated where exceptional procedure is adopted. 


. Such exceptional changes are variously described 


as capital reconstructions, reorganizations or re- 
arrangements; but it will be observed that none of 
these expressions is a term of art with a clearly 
defined and distinguishable legal meaning. In- 
stead, they are just phrases well established in 
company and stock exchange jargon. 

It is customary, therefore, to employ the 
expressions 'capital reorganization' or 'rearrange- 
ment of capital’ to schemes which concern only 
one company where the rights of its members (or 
some of them) are varied. So the reorganization of 
the share capital of an existing company, however 
drastic, in no way constitutes a reconstruction of 
the legal entity itself (dealt with under Section 
287, Companies Act, 1948). 

It will be evident that the difficulties met with 
in capital reorganization schemes arise, not so 
much from any complexity of law, as from the 
infinite variety. of schemes which may be form- 
ulated so as to cover all possible kinds of internal 
reorganizations and rearrangements of the capital 
structure. Indeed, the vast majority of schemes 
come into effect without involving reference to 
the Court at all, because the companies concerned 
take good care to obtain expert financial advice in 
the first place, and often enter into consultations 
with large shareholders so as to obtain their 


support beforehand. 
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Purposes 
Although the alteration of the capital structure of 
a company clearly presents many facets, it is still 
possible to identify certam main purposes from 
some of the schemes announced during the past 
few years. These may be listed as follows: 

(2) The simplification of the existing com- 
plicated capital structure of a business, i.e. 
converting or consolidating several classes 

. of shares into one or two main classes. 
Quite often this need has arisen through a 
process of ‘tidying-up’ the capital structure, 
as it has survived from an earlier capital 
reduction or company reorganization 
scheme, where, for instance, the share 
capital is divided into.rather unusual de- 
nominations, like preference shares of a 
nominal value of 15s each, or ordinary 
shares of 6s 8d each. 

(b) The capital structure is rearranged so as to 
remove high-gearing. 

(c) The existence of prior capital carrying an 
unusually high fixed, or participating rate 
of dividend, sometimes gives a misleading 
impression of the financial standing of the 
company, especially where it is accompanied 
by complicated or unusual voting or other 
rights. Whereas in the great majority of 
cases ordinary shareholders have voting 
control, there are a few companies where 
the preference shareholders are in command. 
Invariably the valuable voting rights of these 


. preference shares are overlooked and the. 


market price continues to be judged by the 
usual considerations of yield, cover and 
prospects. There have been several instances 
recently where belated recognition of such 
voting rights have resulted in offers from 
outsiders attempting to gain control. Any 
company where the preference shareholders 
are in control is exposed to such a possi- 
bility, and in order to forestall a ‘take-over’ 
bid, may seek to put its internal capital 
structure on a more orthodox basis. 

(d) In order to pave the way for a further issue 
of shares, since the existence of unusual 
nominal capital units or complicated rights 
attaching to shares might otherwise hamper 
a company’s plans for expansion when it 
contemplates approaching the public for 
additional permanent capital. 


Examples 
One or two examples taken from actual schemes 
may suffice to illustrate the main principles that 
have a decided bearing upon the type and style of 
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capital reorganization. scheme which is finally 
submitted to the members for approval. 
(1) Scheme for simplifying the capital structure 


combined with capitalization of reserves in 


order to bring the issued capital into closer 
relationship with the funds employed in the 





business. 

Structure S SE Reclassified 
before scheme after scheme 
£1,143,023 6 percent preference stock £1,380,209 

1,897,485 Ordinary stock .. 5,833,744 

919,387 Deferred ordinary stock — 
200,000 Co-partnership stock — 
£4,159,895 £7;213,953 


The above scheme included the capitalization of 
reserves amounting to {3,054,058 applied as 
follows: 


One new 6 per cent cumulative prefer- £ 
ence share of £r for every £8 of 
existing ordinary stock — .. 237,186 
One new ordinary share of {1 for 
every {1 of existing ordinary stock 
(£1,897,485) and deferred Ge 
stock (£919,387) 2,816,872 
£3,054,058 
wi 


ee m 
At the same time, the existing deferred ordinary 
stock and co-partnership stock was converted into 
ordinary stock. The voting rights of the ordinary 
stock, as reorganized, were then reduced to one 
vote for every complete {2 of stock, so as to 
preserve, approximately, the original ratio be- 
tween the voting rights of the preference stock- 
holders and those of other stockholders. 
(2) A capital structure which exhibits some degree 
of high-gearing is improved by capitalization of 


reserves, while preference shares (carrying-an— 


unusual rate of interest) surrender voting con- 
trol to the ordinary shareholders. 


SHARE CAPITAL 
Before scheme 
£500,000 5$ per cent (tax free) cumulative 
preference st 
400,000 Ordinary shares 





4,900,000 
Each £1 unit of either class was entitled to one vote- 
After scheme 
£500,000 5$ per cent (gross) cumulative 
preference stock 
1,450,000 Ordinary shares 
£1,950,000 
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The preference shareholders receive 250,000 
ordinary shares on a one-for-two basis as com- 
- pensation for having their various rights altered — 
the 54 per cent dividend is now subject to tax, 
instead of being tax free, and the voting powers 
are restricted. On the other hand, they have 
improved rights in a winding-up. The ordinary 
shareholders receive 800,000 shares on a two-for- 
one basis, again out of the capitalization of 
reserves. On the basis of an expected ordinary 
dividend of 10 per cent, the preference share- 
holders slightly improve their net income position 
“on {100 stock from £5 ros od to £6 os gd (made 
up of £3 3s 3d, net, from the new preference 
shares and {2 17s 6d net from the block of fully- 
paid ordinary shares allotted). As far as the old 
ordinary shareholders are concerned they, too, 
increase their income, since the previous dividend 
under the old capital was 273 per cent, equivalent 
to just over 9 per cent on their new holdings. 


Conclusions 
In examining these and other schemes x the same 
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type, one may detect a few underlying principles: 


(1) When converting several classes of shares - 
into one or more main classes, it is necessary 
to guard against altering relative voting 
strength. | 

(2) The income position of a particular class 
should, at least, be maintained after the 
scheme, though it is usual to award slightly 
more income in order to gain the consent of 
the affected shareholders. 


(3) Where participating preference rights are 
yielded, an interest in the equity seems a 
suitable form of compensation as a means of 
removing the considerable equity element 
previously embodied in those shares. 


(4) In view of the capitalization of reserves 
which invariably takes place simultaneously 
with capital reorganization schemes, it 
would seem that such schemes occur more 
often in times of prosperity than in times 
of financial stress and depression. 


. NORTH AMERICAN COMMENTARY — LXXIX 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A. (Canada) 
Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, 
New York, February 


Growth in Accounting 


FORECAST' made ten or twenty years ago 
in line with the growth that has actually 
materialized in the accounting profession 

would have been dismissed as that of an imprac- 
tical visionary, says the editorial. It points out 
that the actual rate of growth from 1945 to 1955, 
if continued, leads to 70,000 certified public 

accountants in 1960, over 85,000 in 1965, and 
over 100,000 by 1970, and it considers that the 
two latter figures are likely to be too low. 

If the profession plans its future with confidence 
and imagination, the editorial says, these 
numbers can readily be absorbed; it warns 
.against any complacency or lack of imagination 
which might cause the profession to neglect its 
responsibility for leadership in this dynamic 
situation. 


Internal Control and the Auditor 
Mr Saul Levy, who is both certified public 
accountant and lawyer, considers the general 


opinion that while the auditor should report 
weaknesses of internal control to the management, 
he should not refer to this in his audit report 
except in extraordinary circumstances. Referring 
to replies of practitioners to a questionnaire om 
this subject, some of whom indicated that their 
views might be different if 'definite standards 
were to be evolved for the auditors' review of 
internal control’, Mr Levy comments that it. 
would be disturbing if accountants refrained from 
disclosure merely on this account. Lack of such 
standards, he says, 1s never a valid defence where 
the accountant's individual judgment should be 
used. 

- Nevertheless, Mr Levy warns against the 
dangers of assuming too broad a responsibility 
from a legal standpoint. Responsibility should be 
limited, he concludes, to a study of controls 
directly related to the accounting records, for an 
audit is not equivalent to a management survey. 


Management Services by Accountants 


There are practical reasons for a higher fee- 
structure for management services than for audit 
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work, says Mr Louis A. Ryan, c.p.a., for they 
require mature, experienced men who command a 
much higher salary than the average audit staff 
man..Also, because of its research nature, less of 
their time is likely to be chargeable. While there 
are good reasons for having the functions of the 
management services department separate from 
the rest, Mr Ryan would have the separation 
largely internal, lest the business community 
believe the firm has given up the unity which is 
one of its greatest assets. 


Pooling of Interests 
The Research Department of the American 
Institute of Accountants has previously recog- 
nized the accounting propriety of merging, in 
the combined accounts, the accumulated profits 
of companies which combine by a ‘pooling of 
interests’. One of the prerequisites has been that 
the pooling should result in a single surviving 
corporation. A new Bulletin 48 now recognizes 


continuance of a holding company-subsidiary_ 


relationship. It is also no longer considered 


essential that the combining companies shall ` 


have been carrying on similar or complementary 


activities. The requirement that the interests of | 
shareholders shall continue in substantially the 


same proportion as before, is still retained; and 
no interest must be merely minor in size, carrying 
IO per cent or less of the voting power. 


Federal Government Accounting 

It is reported that the deficit of the Post Office 
Department was reduced from $750 million in 
1953 to $465 million in 1956, largely through 
installation of industrial type controllership. ‘This 
decrease is in spite of 1956 pay increases and 
fringe benefits to employees. Innovations since 
1953 are listed as: a co-ordinated internal audit 
programme; a new uniformi classification of ac- 
counts; a thirteen-period fiscal year of four weeks 
per period; whole dollar accounting; more real- 
istic cost accounting data. 


The Controller, 
New York, February 
The Direct Costing Break with Tradition 

Mr Frederick J. Muth, assistant controller of 
Armstrong Cork Co, sees direct costing as another 
inevitable break with tradition. He says that his 
company — with sales of $250 million, 15,000 
employees, and 18 plants producing 350 different 
commodity groups ~ made the transition to direct 
costing over a period of about six months. Since 
fixed costs are fixed by management decision, he 
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says, management should be kept aware of the 
necessity for keeping them at a minimum con- 
sistent with sound planning. Direct costing elimin- 
ates over- or under-absorption of fixed costs so 
that, with fixed costs charged against profits and 
none allocated to inventories, profits move in the 
same direction as sales volumes. Where there are 
several profit lines their relative profitability may 
be brought into sharper focus by examination of 
the marginal income figures, and Mr Muth points 
out that this is of special importance where 
facilities are being used at near capacity levels. 
Mr Muth considers it inconceivable that a 
new technique which so definitely advances and 
clarifies the reporting job should be delayed in- 
definitely by opinions of the American Institute 
of Accountants and the Inland Revenue Service. 


` Depreciation Methods in Use 


It is reported that a survey of almost 300 compan- 
ies by the Machinery and Allied Products Institute 
reveals that 36 per cent were using the straight- 
line method, 31 per cent the declining balance 
method and another 31 per cent the sum-of-the- 
years'-digits method. The survey also showed 
that 85 per cent used in their books the rates of ` 
depreciation allowed for income tax. There can.” 
be no doubt that, throughout North America, the 


- charge for depreciation tends to be what income 


tax will permit, rather than what the facts would 
justify as an expense. | 


The New York Certified Public Accountant, 
New York, February | 
Thin Corporations 


Mr William R. McNamara, C.P.4., a member of 


the Committee on Federal Taxation of the New 
York State Society of C.P.A.’s, says that the re- 
duction of capital stock to a minimum, to obtain 
the benefit of deductibility of loan interest for 
tax purposes, will at some point result in a 'thin 
corporation'. At one stage or another, the Inland 
Revenue Service is likely to claim that a reason- 
able equity capital does not exist, so that the 
question of reasonableness becomes important. 
There must, in the first place, he says, be a true 
debt and, contrary to a general belief based on 
legal decisions that a debt to equity ratio of 33. 
Or 4: x is a reasonable rate as the essential 
criterion, he thinks the Court will take into ac- 
count other evidence limiting the effectiveness of 
the debt. Such evidence would include any re- 
striction on the right to sue, indefiniteness of 
maturity date, or subordination of indebtedness 
to outside loans. 
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THE TRADE UNIONS 


` THEIR STRUCTURE AND FUNCTIONS 


by GEORGE WOODCOCK, C.B.E., 
Assistant General Secretary, Trades Union Congress 


THINK I should begin by saying that the trade 
union movement is a curious movement, typically 
British in the sense that it owes almost nothing to 

theory. The movement has grown out of the experi- 
ence of work-people and its structure and practices 
reflect the experience of work-people. 

. Trade unions are what they are because of their 
natural surroundings. It has 
never been the case, and it is not 
now the case, that some central 
organization - the Government 
or the T.U.C.— has told the 
unions what to be or what to do. 

In the result, trade union 
structure exhibits remarkable 
variety. We have the small 
unions and large unions. There 
are the unions whose member- 
ship is confined to the people 
using a particular tool or exercis- 
ing a particular skill, like the 
plumbers or the pattern makers 
or the foundry workers. We 
have industrial unions like the 
National Union of Mineworkers 
who will take into membership 
any person employed in or about 
the coal-mines, whether crafts- 
men or not. Then, of course, we 
have the big general labour 
unions that do not restrict their 
membership to a particular skill 
or craft, or to any particular 
industry, but ranging throughout the whole of 
industry and the whole of the country. So you have 
the curious situation of two or more unions with a 
different basis competing for the membership of a 
particular worker. 


Unity and Independence 
On paper you cannot justify the way in which our 
trade unions are organized. Yet, despite this 
untidiness, this theoretical overlapping, our trade 
union movement is the most united trade union 
movement in the whole of the free world. 
Lead in the ‘free’ world because, of course, we do 
not think of trade unions in dictatorship countries 
as being trade unions at all. We have one vital 
principle, which is that if a trade union is to be worth 
while it must be independent; not only independent of 
An address given at a meeting of the London and District 
Society of Chartered Accountants held on January agth, 


1957. Mr W. E. Parker, C.B.E., E.C.A., Chairman of the 
Society, presided. 





Mr George Woodcock 


the employers — a company union is not independent — 
but independent of the State. Organizations known 
as trade unions in dictatorship countries are not, b 
our definition, trade unions at all but part of the civil 
service; they are part of the legislative functioning of 
the State. Therefore, if you exclude (which I do) from 
the definition of trade union organizations, those be- 
hind the Iron Curtain, ours is 
the most united trade union 
movement in the world. 

In many other countries, par- 
ticularly on the continent of 
Europe, you find unions divided 
on some question of race, religion 
or politics. In some of the 
western countries of Europe 
you have trade unions that are 
Communist — that is to say the 
leadership is Communist and 
their whole point and purpose is 
political. Then you have the 
Christian trade unions. Inevita- 
bly if you have Communist trade 
unions in a country where people 
have the right to form their own 
organizations, you will also have 
Christian trade unions because 
there are very few Christians who 
want to join Communist trade 
unions. 


Role of the T.U.C. 


In the United States (though in 
the last year there has been a regrouping) the two 
central organizations, the American Federation of 
Labour and the Committee of Industrial Organizations 
separated, at least originally, on some difference of 
opinion on structure. T'oday in the United States, 
though the two central organizations have come 
together to form one, certain powerful unions are 
outside. In this country practically all the unions 
are in the T.U.C. There are some small organizations 
which are not affiliated to the T.U.C. There are, 
indeed, one or two, though I have not heard of them 
lately, which are antagonistic to it. But the main unions 
which remain outside the T.U.C. - N.A.L.G.O. and 
the Teachers’ Union ~ are not antagonistic to the 
T.U.C. and, in fact, co-operate with it. 

We have 182 unions affiliated to the T.U.C. but of 
the total trade union membership, more than 50 
per cent is in six big unions. Several of the other 
unions have quite considerable memberships: a 
quarter of a million, 200,000 or 150,000, or some- 
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thing of that order. Large unions have come into 
being over the years by a process of amalgamation 
and absorption. Coming up from very small, local 
unions, they have developed by a spontaneous 
process of amalgamation and absorption, into big 
national unions. Yet though most of the trade union 
membership is in the big unions there are still some 
small local unions. But even where unions have not, 
for some reason or other, linked up as others have 
done thereby creating big national organizations, they 
have found ways of associating together. 

In engineering, for example, you have thirty-seven 
different unions. But there is a federation, the Con- 
federation of Shipbuilding and Engineering Unions, 
an organization which is a union of all the separate 
unions. and which deals with common industrial 
matters. 

So there has been this constant development all 
through trade union history; this constant tendency 
for unions to come together. I do not know myself — 
I have never looked into the old records — which 
came first, the slogan or the fact; but it is true that 
unity is strength in the trade union movement. There 
has been this constant endeavour to acquire greater 
strength by greater unity, leading to amalgamation; 
this complete absorption by one union of another, 
or the amalgamation of unions. Even when that has 
not been possible for some technical reason there has 
been a means found of coming together for common 
purposes through industrial federations and, of 
course, in the 'T.U.C. which is a union of all the 
unions. The 'T.U.C. you must remember, was 
created by the unions to serve their interests in a 
common field. The theory is that the individual 
unions, either by themselves, or through their 
federations, are entirely competent to deal with 
matters peculiar to a particular industry or craft. 

Things which are peculiar to a union, such as the 
method of electing the executive; whether the 
executive shall be full-time or consist of what we 
call ‘lay members’; the contributions and the benefits 
to be paid; all these matters will be the concern of 
that union and no one else. The T.U.C. has no 
right, and no desire, to interfere witb a union in these 
purely domestic arrangements. Nor has any other 
union any desire to interfere, but when, as in 
engineering for example, several unions have an 
interest in the negotiations with the employers and in 
any agreement that may be made, then the federation, 
as a rule, comes in to take over from the individual 
unions. If it is a question of general interest, as, for 
example, of health, safety and welfare in factories; or 
of inflation, that is a matter for the T.U.C. ` 


Negotiation and Agreements 


I said at the beginning that the unions were not the 
result of any central creation. T'hey did not result 
from any central organization. Trade union develop- 
ment has been even more striking than that because, 
as you probably know as well as I do, trade unions 
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in their early days were illegal bodies. Even though 
they are not now prosecuted as illegal conspiracies, 
the law still remains that agreements arrived at by ` 
voluntary negotiations are not enforceable. So trade 
union agreements with its members or, more correctly 
agreements among members of trade unions to 
support each other are not enforceable in the Courts. 
À man can take part in the democratic procedures of 
the union but, at law, he is free to ignore the union. 

Similarly, we can make agreements with the 
employer but neither the trade union nor the 
employers involved are bound by the terms of the 
agreement; you cannot sue on a trade union agree- 
ment and the employer cannot hold the trade union. 
to it; nor the trade union the employer. 

As I say, we have grown up in that atmosphere and, 
because of this disposition — of being allowed to exist 
but refused the right to use the process of law ~ we 
have always had to proceed on the basis of such 
strength as we could gather together. We have to go 
to the employer and try to get from him, by negotia- 
tion and agreement, the rate which we think ought 
to be paid for the job which our. members are doing. 
It is no use going to an employer, even I suppose in 
1957, and asking him to discuss the wages of his 
work-people unless we can say that the work-people 
are behind us. À union has to get a high degree of 
organization before it can get what we call 'recog-. 
nition' from the employer, i.e. willingness to recog- 
nize that union as representing the work-people. /~ 


Industrial Instability 


Then, when you have recognition, you gradually 
develop and establish your negotiating procedures. 
In the past, unions have found that, no matter how 
well organized they were, how complete their recog- 
nition by employers and how highly developed the 
negotiating machinery, their members were still in 
considerable difficulty because of industrial in- 
stabihty. First it weakens membership. If you have 
unemployment then you have increasing difficulty in 
getting a common front because somebody is always 
willing, in order to get a job, to ‘cut’ the trade union 
rate. Trade union strength in times of unemployment 
is always weakened; membership falls off. If we 
have a spread of unemployment in this country of any 
consequence the 'T.U.C. will lose a million members 
in no time. Membership ebbs and flows with economic 
circumstances, And even in so far as you retain your 
strength in times of unemployment or employers do 
not take advantage of your weakness, they are in 
financial difficulties. Therefore, unions found that, 
whatever they might do in industry, howéver™ 
extensive the recognition or good the negotiating 
machinery, they were constantly up against diffi- 
culties created by industrial instability. So the unions 
of this country discovered long before the Govern- 
ment did that the Government should assume 
responsibility for maintaining industrial activity and 
avoiding booms and slumps. That explains the 
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increasing authority and importance of the T.U.C. 
because it is in that field that the T.U.C. has 
developed. 
8 This tendency — to concentrate on common pro- 
blems — has gone on not only among the unions but 
also within the trade unions. The general practice 
in this country, as you probably know as well as I 
do, is for wages and working conditions to be 
settled by negotiation between unions (or a federa- 
tion), representing the work-people all over the 
country, and an employers’ federation for the 
country as a whole. There are exceptions and I am 
sorry that I cannot deal with those tonight. Generally 
.it is not untrue to say that the typical or standard 
‘practice is for unions and employers to determine 
wages for the whole country. You do not have 
negotiations in Newcastle covering Tyneside or in 
Liverpool covering Merseyside. If you are dealing 
with shipbuilding you deal with shipping through 
the Confederation and the engineering employers. 
In the past, trade unions have not based their 
organization on the factory or sought direct negoti- 
ations with the employers at that level. They would 
think of themselves as too weak to do that; work- 
people would want to link up with their fellow 
workers and gather strength for the pursuit of 
common needs. Linking up and throwing res- 
‘ponsibility upwards has been the standard practice 
accounts for the present structure of British 
de unionism. 


Changing Structure 

Some of you who are involved in industry will have 
noticed (or perhaps will not have noticed) that the 
pattern of trade unionism is to throw authority 
upwards and to base organization locally upon the 
area rather than the shop. Generally, in this country 
the branch is the lowest unit of trade union admin- 
istration, though there are exceptions. Unions did 
..not in the early stages want an employer to know who 
were the active trade unionists or to confine their 
organization to certain shops. So they organized 
themselves in branches. 

I think that one of the problems of modern trade 
unionism is the lack of official workshop organization. 
In my view, though on this there will be different 


opinions within the trade unions, our present . 


structure i8 not too well adapted to modern con- 
ditions. As the conditions which created the present 
atructure and practices change, then if trade unions 
retain that characteristic of reacting to circumstances, 
"this structure and these practices will change with 
the changing conditions. There have been important 
changes in my lifetime in conditions; dramatic 
changes which occurred in about 1939 at the out- 
break of the war. Since then we have had full employ- 
ment; in fact some people say over-full employment. 
The difficulties which forced trade unions into their 
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increasing unity, the great fear of unemployment and 
industrial instability, have been removed for twenty 
years. 


Shop Stewards 


Now you have a different situation which gives rise 
to a certain amount of conflict arising from the fact 
that circumstances have changed while the trade 
union structure is changing much more slowly. The 
shop steward, about whom you hear a great deal, is 
not in British trade unionism generally, a recognized 
trade union official. He is not part of the official 
trade union structure. There were shop stewards at 
the beginning of this century but they were, in all 
cases, no more than card stewards. They had no 
contact with the employer. Union rules did not allow 
them to have contact with the employer; the branch 
was the administrative unit with local policy-making 
powers. But today in some cases the shop steward is 
the dominating figure in the workshop. He is the man 
who has the greatest authority yet, in many cases, 
shop stewards exercise this authority in the name of 
the trade union without any GE in the rules 
for it. 

' What has happened is that, with the fear of 
victimization removed, shop representatives have 
become more confident of their ability to deal with 


matters on their own. Moreover, when labour is 
'short and the demands for it are tremendous, the old 
method of sending things upwards has become too 


slow for some employers who want to get something 
done quickly. So in many cases the employer has 
been willing to deal or has himself sent for the man 
who appeared to have some trade union authority in 
the shop. That happened in the first and second 
World Wars. 


Shift in Authority . 


‘So you find in the trade union movement a shift in 


authority. I do not say from the branch to the shop 
because the branch was gradually itself becoming 
atrophied; it had no substantial functions because 
the functions were going upwards. But now there is a 
tendency for power to slip back. You have authority 
now going back to the shop floor and within the 
unions themselves you find a tendency towards 
centralization and common effort to be halted or 
perhaps even reversed. Even the T.U.C. appears in 
some cases to be more of a nuisance than a help to 
under-developed unions. Since the T.U.C. is 
responsible to the whole of the work-people of this 
country and their dependants (who comprise more 
than half the total population) it must, necessarily, 
take a broad view which may not always be to the 
liking of a particular section. If full employment 
continues we may well see trade unionism gradually 
taking on a different structure and different practices, 
and becoming less homogeneous and less integrated. 
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Weekly Notes 


Vulnerable Reserves 


Following the publication of this year's Economic 
Survey, reviewed in a leading article in the last 
issue, the past ten days have seen the issue of two 
further White Papers on the country's economy: 
the ‘United Kingdom Balance of Payments, 1946 
to 1956’, No. 2,1 and the ‘Preliminary Estimates of 
National Income and Expenditure, 1951 to 1956'.3 

The first of these White Papers enlarges upon that 
section of the Economic Survey which deals with the 
balance of payments. So far as 1956 is concerned, 
the outstanding facts to be explained are the appar- 
ently paradoxical ones of a balance of payments 
surplus on current account of {233 million, and a 
rise over the year in the gold and dollar reserves of 
only £5 million, even after a loan from the Inter- 
national Monetary Fund of £201 million. 

From this current surplus of £233 million, net 
overseas lending on long-term capital account 
amounted to {191 million; net lending to the sterling 
area amounted to {150 million. Amongst the in- 
coming capital during the year was the receipt from 
the sale of the Trinidad Oil Company. The balance 
struck after the deduction of long-term lending is 
described as the commercial balance. In 1956 this 
amounted to £42 million, compared with a deficit of 
£242 million in 1955. Superimposed on this com- 
mercial position is the ‘overseas monetary position’ 
within which the changes in the various types of 
monetary assets and liabilities are worked out. The 
country’s reserve of gold and dollars represents assets, 
the sterling holdings of other countries are Liabilities, 
During the second half of 1956 sterling liabilities 
were reduced at the expense of gold and dollar 
reserves, Over the three years 1954 to 1956, Britain 
has enjoyed a net surplus on current account of 
£382 million; she haslent f, 574 million abroad, and her 
gold and dollar reserves have fallen from £899 million 
to £762 million. The balance on commercial account 
over this period is a deficit of £182 million, i.e. 
lending exceeded surplus by £182 million. The fall 
in the gold reserve over this period amounted to 
£137 million. Largely as a result of the poor showing 
on overseas monetary position last year, the net 


monetary position improved by only £45 million,. 


and this after the I.M.F. loan of £201 million. Truly, 
the overseas position is still most vulnerable, even 
with a fairly satisfactory current balance. 


National Income and Expenditure 


The White Paper on national income and expenditure 
covers much the same ground as the national income 
tables in the Economic Survey. The gross national 


! Cmnd. raa. H.M.S.O., 25 ad net. 
1 Cmnd. 123. H.M.S.O., 9d net. 


1 
product of the United Kingdom in 1956 is given as 
£18,000 million, 6 per cent higher than in 1955. 
From other sources, it is known that 5 per cent of 
this increase is accounted for by higher prices and 
only 1 per cent by greater output. Personal income 
rose by nearly 8 per cent. The largest element in 
personal incomes is, of course, wages and salaries 
which rose by 84 per cent. Income from self- 
employment, i.e. earnings of professional persons, 
farmers, and other sole traders and partnerships, _ 
rose by less than 2 per cent. Rent, dividends and 
interest were 6f per cent higher than in x955. 
Spending did not increase pari passu with income: 
it was only 5 per cent higher. Consequently, personal 
savings rose by a large amount to the record figure 
of {1,481 million, or nearly 9 per cent of personal 
income. 'l'otal investment in 1956 was estimated at 
£3,521 million, of which 40 per cent came from 
personal savings, a similar amount from the un- 
distributed income of companies and public corpora- 
tions, and about 11 per cent from the Government's 
surplus on revenue account. 


Industrial Output 


The figures for industrial output for February are^ 
likely to be the last ‘normal’ es for some time; 
since those for March will be affected by the strikes 
in engineering and shipbuilding which account for 
29 per cent of total industrial output on the classifica- 
tion used for compiling the index of production. 'T'he 
February figures show, in effect, that over the whole 
field of British industry there has been no change in. 
output since March 1955. 

Over the previous two years, ie. between 1953 
and 1955, production in the metal and metal-using 
industries rose by 20 per cent, chemical output by 
17 per cent and paper and printing output by 27 per 
cent. In 1956 the only one of these three groupe Zo: 
show an expansion was the chemical industry whose 
output rose by just over 3 per cent. In the metals 
group, production fell by 24 per cent and in the paper 
group by r$ per cent. On balance, total factory output 
showed a decline in 1956, but this was balanced by 
increased activity in the building industry, a small rise 
in production at mines and quarries and an increase 
of about 4$ per cent in the output of the gas and 
electricity industries. 

On the basis of plans approved, some decline in 
building activity must be expected towards the end 
of this year. There are also indications that reduced 
activity in some of the metal-using industries is 
beginning to be reflected in forward orders for steel. 
These figures stress the need for measures to stimu- 
late demand since in their absence it may be doubted 
how much longer the present plateau of output 
could be maintained before a more general down- 
ward swing sets in. 
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Finance and Commerce 


Now that the Budget is out of the way, the course 
of investment operation and the trend of the stock 
market can be more clearly defined. Market adjust- 
ment is usually made rapidly but some anomalies 
arise to be ironed out in the course of a few weeks. 
The passing of the Budget often releases a spate of 
new issues. This year should be no exception. 


Woolworths 


À vote of thanks was given to the auditors of F. W. 
- Woolworth & Co Ltd at the annual meeting for their 
services to the company, particularly in regard to 
their promptness in putting the final touch to the 
annual accounts with their audit report. Prompt 
figures are of course an absolute essential in the 
day-to-day running of a business of this kind, and 
while profits in the first place come from the good 
work of the merchandising departments, it is the 
accounting side which keeps the merchants on the 
right track. 

Possibly there was some recognition of the import- 
ance of the accounts department in the election 
‘to the chairmanship of Mr R. J. Berridge, the first 
chairman of Woolworths in this country to rise to 
r the top through the accounting-secretarial side of the 
business. The chairman's post had always been 
"Neckoned to be a job for the merchants. Mr Berridge, 
now in his middle-fifties, joined the store in 1921 
when the number of branches was under the 100 
mark. It is now not far short of 1,000. 

Incidentally, the. board must be one of the most 
highly paid in the country, and the ‘Emoluments of 
directors of parent company! may be viewed in the 
context that the company is run, in the boardroom, 
by twelve members including the chairman. 


Over £53 million 


-Fhe Woolworth accounts which we reprint this week 
are those of the company's forty-eighth year. Net 
assets are now over £53 million, over a third being in 
cash. It is essentially a cash business. Net profit, 
before tax, amounted to £23,319,355 compared with 
£22,523,066, an increase of £796,289 or 3°54 per 
cent. Only £131,322 or 17 per cent of the profit 
increase, however, was kept by the company, the 
Inland Revenue taking £664,967 or 83 per cent. 
Of the Inland Revenue share, £129,967 was by 
way of income tax and £535,000 in profits tax, and 
Mr Berridge notes the 'spate of increases in the profite 
- tax rates over the past fifteen months’ — from 224 per 
cent to 27$ per cent in distributed profits tax in 
the 1955 autumn Budget; and from 274 per cent to 
30 per cent in distributed and from 24 per cent to 
3 per cent in undistributed in the 1956 Budget. 
Expenses were substantially higher mainly due to 
wages and rates. Wages, says Mr Berridge, represent 
the major portion of total overheads and when they 
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stride ahead, profits are reduced materially. The new 
valuation lists for rates put that figure up by £500,000 
per annum for the full year from April 1st, 1956, or 
£375,000 to December. The proposed 20 per cent 
reduction from April rst, 1957, says Mr Berridge, is 
most welcome. For the whole of 1957, rates may well 
be much the same as for 1956 in that for the first 
three months of the current year, payments will be 
at present levels or £125,000 more than for the same 
period of 1956. 


Money Market 


With the market’s bid lowered to £98 19s 2d, the 
average Treasury bill rate rose to £4 2s 11:49d per 
cent on April sth. At the higher bid the market 
obtained 32 per cent of the {250 million offered. 
Total applications rose to £410,580,000. Only £240 
million of the bills was allotted and this week's offer 
is £230 million. 


F. W. WOOLWORTH AND CO., LIMITED 
AND SUBSIDIARY COMPANIES 


' Notes to be read as a of the Accounts for the year ended 
H dee December 19 


MOVEMENTS OF RESERVES AND PROVISIONS 














s 1956 1955 
GENERAL RESERVE £ £ 
Balance as at Ist January 7,500,000 5,500,000 
Proposed Appropriation for year 2,000,000 ` 2,000,000 
£9,500,000 — 17,500,000 
FUTURE TAXATION 
The amount of £9,530,000 reserved at 3ist 
December, 1955, has been transferred to 
Current Taxation, 
PROVISIONS 
Obsolescence and Depreciation of Freehold 
and Leasehold Bulldings: 
Balance xs at [st January 1,900,000 1,800,000 
Added during the year [00,000 100,000 
Balance at 31st December £2,000,000  £/,900,000 
Staff Pension and Benevolent Fund: 
Balance as at [st January $48,624 674,868 
Deduct payments during tha year 36,897 26,244 
£611,727 £648,624 








SUBSIDIARY COMPANIES 


(Statements pursuant to paragraph 15 of the Eighth Schedule to the 
Companies Act, 1948.) 


The financia! years of the Subsidiary Companies which are dealt with In 
the Consolidated Balance Sheet and Consolldated Profit and Loss Account 
of the Company ended on 30th June 1956. The Directors of the Company 
consider that If Accounts of these Overseas companies were to correspond 
with that of the Company, It would occasion delay In the presentation of 
Consolidated Accounts to Members of the Company. 

The Consolidated Balance Sheet and Consolidated Profit and Loss Account 
do not deal with the remaining Subsidlaries, since to do so would In the 
opinion of the Directors be of no real value to the Members of tha Com- 
pany in view of the Insignificant amounts involved. None of these Companies 
has any assets or llabilities and none has made any profits or Incurred any 
losses. No Accounts have been made up In respect of any such Subsidiary 


since its Incorporation. 
R. J. BERRIDGE, Directors. 
W. 1. TURNER, 3 
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Current Law 


Advance to Trustees of Settlements 


Each of four settlements contained an express power 
to advance not more than a quarter of the trust fund 
for the maintenance and benefit of beneficiaries. The 
settlor's will contained no express power to advance, 
but Section 32 of the Trustee Act, 1925, gave a 
statutory power to advance up to one-half of the 
trust fund. With a view to saving estate duty a scheme 
was devised whereby a aeries of voluntary settlements 
` were to be executed in favour of the various bene- 
ficiaries and the power of advancement exercised by a 
transfer to the trustees of these new settlements of 
aliquot parts of the funds, one-quarter in the case of 
each settled fund and one-half in the case of the will 
fund. 'T'he trustees of the original settlements and of 
the will then sought (Re Ropners’ Settlement Trusts, 


Ropner v. Ropner ([1956] 3 All E.R 332)) the 
approval of the Court to this scheme. 


Harman, J., held that the Court had no power to 


interfere, but should confine itself to saying that, if 
the trustees were of opinion that the proposed settle- 
ments were for the benefit of the objects of the powers, 
it would be for the benefit of those objects that the 
fractions of their shares in the trust funds should be 
applied by transferring them to the trustees of the 
proposed settlements. 


Shipping Delays: Liability for Demurrage 

The plaintiff company in Roland-Limie Schiffahrt 
G. m. b. H. v. Spillers Ltd and Others ([1956] 3 All 
E.R. 383) claimed demurrage from the defendants, 
the holders and endorsees of bills of lading expressly 
incorporating in all respects the terms of a charter- 
party which contained a proviso that, if a discharging 
place was not immediately available for a cargo of 
wheat carried on the plaintiff's steamship to one safe 
port on the east coast of Great Britain, 'demurrage 
in ect of all time waiting thereafter' should be 
paid. The bills of lading covered parcels of wheat 
consigned to Hull, and when the plaintiff's ship 
reached the Humber she was forced to wait off 
Spurn Head, twenty-two miles from Hull, for 
seven days for a berth. This was a recognized 
waiting place for the port of Hull, and the ship was 
ready and available to discharge her cargo. 

The defendants contended that the ship was not an 
'arrived ship', that the time had not come for them 
to order her to any dock, wharf or pier, that no order 
had been given, and that ‘demurrage in respect of all 
waiting time thereafter’ meant after the order to the 
discharging place (which had proved not to be 
available when the ship arrived in the Humber). 
The plaintiff contended that the ship was impliedly 
ordered to the King George Dock, the only custom- 
ary dock in Hull for the discharge of grain. Sellers, J., 
held that the proviso for waiting time applied to just 
such a case as had arisen, and that the plaintiff was 
accordingly entitled to succeed. 


Beneficiary put to Election 


The testatrix in Re Edwards, Macadam v. Wright 
and Others ([1956] 3 All E.R. 526), by her will dated 
February 8th, 1952, after giving legacies, gave her 
house and the remainder of her estate to seven 
relatives, including her sister E. In the following May 
the testatrix entered into an agreement with E. (for 
valuable consideration, which was given) to devise 
the house to her. T'he testatrix died on July 3oth, 
1952. On October 2nd, 1953, E. obtained an order 
of the Court that the agreement of May 1952 was~ 
valid and binding, and the house was subsequently 
conveyed to her, The plaintiff, the testatrix’s executor, 
applied to the Court for the determination of the 

uestion whether E. was bound to elect between 

e one-seventh share of the house together with the 
residue of the estate of the testatrix given to her by 
the will, and the house, or whether she was entitled 
both to the house and to a full one-seventh share of the 
residue. Had the will been executed after the agree- 
ment of May 1952, there would have been no doubt 
that E. was put to her election, but it was argued 
for E. that as the will was dated before the agreement 
there had been an ademption of the gift as a result 
of the agreement and that E. was therefore entitled to... 
participate in the residue without any election. 

Upjohn, J., held that, by virtue of Section 24 of th 
Wills Act, 1837 — which provides that a will sh 
speak from death — the fact that the will was made 
before the agreement made no difference, and that E. 
was put to her election: moreover, she had elected by 
obtaining judgment in October 1953. 


Contract in Restraint of Trade 

The plaintiffs in M. & 5. Drapers (a firm) v. 
Reynolds ([r956] 3 All E.R. 814) carried on the 
business of credit drapers, and the defendant was their 
servant. He agreed with them not-for a period of 
five years following the determination of the agrec- ^ 
ment, directly or indirectly, either by himself or as 
the agent, servant or partner of another person or 
company —to sell or canvass or solicit orders by 
way of the business of a credit draper from any 
person whose name should have been inscribed 
upon the books of the firm as a customer during the 
three years immediately preceding such deter- 
mination upon whom he had called in the course of 
his duties for the firm. 

The Court of Appeal, while indicating that the 
case was one where some reasonable and properly 
limited restriction could have been devised ant 
would have been enforceable, held that the re- 
striction which the plaintiffs in fact sought to impose 
was, for a man in the position of the defendant, 
unreasonable; and accordingly they were not entitled 
to damages for breaches of the agreement which he 
had committed or to an injunction to restrain him 
from committing further breaches. 
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Advancement and Hotchpot 
In Re Hayward, Kerrod v. Hayward tegt 3 All E.R. 
608), the question for decision was whether National 
Savings Certificates and money in the Post Office 
Savings Bank nominated by the deceased in favour 
of his elder son (who was himself dead at the date 
when the proceedings were ier, amounted to an 
advancement and should accordingly be brought into 
hotchpot in the administration of the deceased's estate. 
The deceased by his will left all his property to his 
wife, who predeceased him, and his two sons were 
accordingly the only persons entitled to his estate on 
his death. The Savings Certificates and the Post 
Office Savings Bank deposit together aggregated over 
£500, and the deceased's net estate was only some 
£1,779. The deceased's elder son was a man of 
middle age serving in the armed forces. 
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Upjohn, J., approached the problem on the footing 
that in the case of large sums that fact might be 
enough to raise the presumption of an advancement. 
He thought that the case before him was difficult 
and border-line: £500 was not of itself a large sum, 
but it was quite large compared to what must be 
assumed to have been the total assets of the deceased 
at the time when he nominated the savings certifi- 
cates and the Post Office Savings Bank deposit in 
favour of his elder son. Taking into account, how- 
ever, the fact that that son was in middle age and 
that there was no evidence as to the nature of the 
purposes for which the nominations were made, his 
lordship concluded that the sum was not large 
enough by itself to raise the presumption of advance- 
ment, and, accordingly, it did not have to be brought 
into hotchpot. 


Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


"(The Proposed Integration Scheme 


SIR, — Surely it is quite wrong to suggest, as is done 
in the leading article of your March 3oth issue, that 
the 4,340 votes cast against the Council’s scheme 
e from two groups only: 
e those who 'genuinely felt that standards would 
be lowered', and 
(b) those who were ‘unashamedly’ guided by 
‘reasons of sentiment or self-interest’. 

The 4,340 included those who. would be glad to 
welcome the Incorporated Accountants but who 
would not vote for a scheme that excluded, and 
therefore penalized, a minority of Society members, 
It similarly included those who felt so strongly about 
a particular feature of the scheme (e.g. four articled 
clerks with practitioners who cannot look after two) 
that they felt unable to vote ‘Yes’. No other effective 
method of protest was available, 





Yours faithfully, 
OPPO. (A.C.A.) 

SIR, — The following are oie approximate Joss im 
of the Institute's membership on the poll about the 
proposed merger with the nid 

For .. i : es 54. 

Against 22% 

Abstained 23i 
EEN ioo 


.The Council of the Institute had at its disposal 
and, quite properly, used to the full its power of 
propaganda through the issue of its booklet in favour 
of the merger. The opposition had really only a 
power of reply at various meetings and through the 
columns of the national and professional Press. 
Despite the enormous advantage which the Council 


thus had, it only succeeded in getting just under 
55 per cent of members of the Institute to vote in 
favour of the merger. 

It appears that legally the Council is now entitled 


. to carry through the merger, subject to the con- 


firmatory meeting and to the agreement of the other 
bodies, but is it really wise to carry through a funda- 
mental change when only a narrow majority is 
positively in favour? 

One feels very sorry for the members of the 
Council who have worked with such industry and 
with such public spirit — but with such a poor result. 
I think they are wise enough to see that they have 
not got a big enough majority to carry through this 
fundamental change in the face of such a substantial 
dissenting minority. 

I feel confident that it is not too much to ask them 
to take the steps necessary to ensure that the proposed 
merger proceeds no further. 

Yours faithfully, 
W. R. TOMKINSON, T.D., M.A, F.C.A. 

London, EC2. 


Definition of ‘Profits’ Needed 


SIR, — Reading your report of the Manchester Char- 
tered Accountants Students’ Society annual dinner 
on March 29th (April 6th issue), and checking my 
references to the booklet which the British Oxygen 
Co issued some time ago and which I had read with 
interest, I find, sadly and contritely, that my recollec- 
tion of its wording was imperfect. The n 
correction is best made by quoting verbatim the 
phrases from the booklet which I had in mind: 
‘A majority of the Commission regard the profit 
rates of 24 per cent, 234 per cent and 23 per cent 
computed for 1952, 1953 and 1954, on historical 
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costs of the assets employed as “‘unjustifiably high". 

'B.O.C. maintains that replacement of 1934-39 
works should be recognized by relating profit to 
replacement cost and not to historical cost of out- 
worn and depreciated assets. The resultant rate of 

17 per cent for 1954. would thus compare with the 

actual profits of 16 per cent in 1955 and 15 per cent 

in I956, after injection of the new capital. Such 
rates are fully comparable with those quoted by the 

Commission for other industry.’ 

The thought which I was trying to put forward 
remains unaffected. Differing concepts, which differ 
so materially, of what is meant by 'profits', bemuse 
laymen and add to the obscure atmosphere of 
present-day industrial relations. Not so long ago 
these concepts were regarded as stimulating, but 
rather academic, themes for discussion and debate. 
Current economic and industrial events seem 
rapidly to be forcing them into the foreground as 
issues of major importance to many national interests. 
An authoritative definition, which will have to be 
practical and generally accepted, is urgently needed; 


^ towards this it is certain that our profession can 
— contribute much. 


Yours truly, 
London, EC2. W. G. CAMPBELL. ~- 
Work Study and Costing 


Sir, — In considering the enormous vistas encountered 
when the two subjects or techniques of work study 
and costing are brought together, there seem to me 
to be four main aspects: (1) accuracy; (2) standards; 
(3) control; (4) savings 

As will have Sen gathered from Mr Page's paper 
(March oth and 16th issues), the main plank of 
work study — the thing it can do from which all else 
follows -is the measurement of human work. The 
importance of measurement cannot be over- 
emphasized. Mr Michael Perrin, the eminent 
scientist and chairman of the Wellcome Foundation 
once said: 

‘Countless examples could be given of the 
advances that have been directly due to the intro- 
duction of instruments which extend the human 
power of observation and measurement. One need 
only consider the implications of the use of the 
microscope and the telescope.’ 

Mr Graham Hutton, in his book We Too Can 
Prosper, says: 

“The extent to which good management must rely 
on measurements is not widely appreciated ... the 
measurements needed are themselves part of the 
plans, of the controls and therefore of management.’ 
The measurement of human activity in industry 

naturally involves an examination and consideration 
of the methods, tools, machines and surrounding 
conditions. If you are asked how long should it take 
to get from here to there, you will naturally assume 
some usual method of transport. If you walk, two 
hours; if cycling, half-hour; if going by bus, twenty 
minutes and so on. Method study and definition of 
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method follows as a part, an integral part, of work 
study. 

Work study provides a means of measuring human 
work more satisfactorily than ever before. The. 
accountant must take cognizance of this. He is vitally 
concerned in that he is usually attempting, for 
costing purposes, to allocate the cost of labour — the 
payroll — to the products, the departments, processes, 
plants, machines, etc. The basic information required 
is the time spent and how it was spent by each 
individual together with the rates of pay. Virtually 
the same information is required for the payment of 
incentives under work study payment-by-results 
schemes and for labour control and planning by 
supervision and management. 

When work study is used and when incentive 
schemes or ‘measured day work’ are operating, a full 
record for each individual is required and it becomes 
in the interest of both the men and supervision that 
the records are accurate; the men for the sake of their 
bonus; supervision for the sake of control and 
adherence to standard times, Waiting time and other 
unproductive time is claimed by the men and 
authorized by supervision, who cross check each 
other. There is no longer the combined interest to 
account for the time in the easiest and least trouble- 
some way. 

The reasons or causes of unproductive time are, 
also recorded. These records can provide an analysis. 
of excess labour cost, an interpretation of 
variances on ‘direct’ and ‘indirect’ labour. (Th 
terms always seem confusing to me. Their meaning 
depends too much on one's point of view. 'l'o 
production management, the maintenance tradesman 
is ‘indirect’; to the engineering department manage- 
ment the tradesman is a "direct worker). 

Standards are essential for control. I do not believe 
you can have control if you do not determine what 
should happen. Work study and work measurement 
in particular set up labour standards. If all the 
labour jobs and operations in a factory are measured 
taking account of any controlling speeds of the 
machines and processes, as must needs be done, then 
the basis of most other standards has been achieved. 
The standard cost of products, departments, 
processes or machines may be built up from this 
basis, remembering that the present methods and 
means of production are a part of the work measure- 
ment. 

The building up process requires care ind: 
attention. The alternative flows and the frequencies 
Ca ratios) of ancillary operations must be determined. 

t is at this point in the setting of standards that the 
most economical methods of production are sought 
out, and where the accountant will come closest 
to the consideration of the techniques of production: 
this machine or that, this process before or after that, 
clean down now or then, this size of batch or that, 
and many similar problems will affect the standards. 
A good guide through this maze is to set your 
standards so that variances can be analysed and 


. 
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elucidated in terms that are informative to manage- 
ment. How frequently do we get variances that 
cannot be interpreted even by the accountant, and 

are valueless to management because corrective 
, action is not indicated? 

The treatment of variances must also be borne in 
mind. Is it correct to charge this product or that, 
this machine or that? Is the variance caused by the 
particular product or is it, like overtime premiums 
and attendant labour charges, a general charge? To 
which product do you charge the cost of 'make 
ready’ and ‘put away’, remembering that such idle 
plant or machine time is resulting in loss of output 

a margins for recovery of overheads, etc? 

"Work study does not answer these problems; 
ther it sets them, by bringing them to the attention 

by the fineness of its measurements. 

Control is a function of line management. Cost 
control and the figures produced by cost accountants 
are an advisory service. As Mr Page says, control is 
best done at source, and he shows how labour 
control is achieved by work study, quickly and in time 
for corrective action. Cost control at source eliminates 
the need to build up job costs, product costs, etc., 
from ‘actual expenditure records. Instead they are 
built up from the standards and variances, making 
due allowance for expected changes, trends, etc. 

.. But first, control at source, and not only of labour. 
In most factories there are many sources of cost, i.e. 
‘points where costs arise. Power costs arise at the 

machine or plant which uses them, but they also 

arise in the power house. Machine maintenance 
arises at the machine, but also in the machine shop. 

Both such points need control; they need a standard 

to be set, achievement to be measured, an analysis of 

differences, their presentation to the right quarter 
and in the right form, so as to lead to corrective 
action in time to prevent unnecessary waste. 

Work study, with its emphasis on methods and 
measurement, provides a basis for the purpose. Any 
engineering work can be the subject of 'analytical 

véstimating', which, in nearly all cases, provides a pre- 

estimate of the job. This is used for control of the 
tradesmen in the maintenance department and for 
payment of their bonus. It can be the basis of the 
charge to the production line. Line management can 
then consider their own plan (budget) and have 
maintenance and alteration costs available before the 
job is done. | | 

My fourth and final point is named ‘savings’. 
Savings (or reduction) of excess costs and savings 
achieved by good planning, by improvements in 
utilization of the present means of production, by 

-proper consideration of new projects and their design. 
Work study and the detailed information it provides 
facilitates the work of the cost accountant in all these 
fields. It enables him to pin-point responsibility for 
the past and to estimate the future, with a degree of 
accuracy not otherwise achievable. 
Yours faithfully, 
Chertsey, Surrey. R. G. CATTELL, A.C.A. 
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Value of Departmental 
Cost Accounting Systems 


Sm, - In your editorial on the introduction of the 
departmental system of cost accounting into the 
hospital service, your comment that ‘there is no good 
reason why the modern, enlightened methods of 
expenditure control should not prove as effective in 
hospital management as in industry’, as a result of the 
adoption of departmental cost accounting ‘found by 
experience to be most effective in the business world’, 
prompts me to point out that although many indus- 
trial concerns have proved the worth of departmental 
accounting, there are many who still do not do so for 
a rather interesting reason. 

When a system of departmental accounting has 
been advocated either by management consultants or 
by the internal industrial accountant, the smaller 
and medium sized concerns particularly, seek the 
advice of their auditors-cum-accountants before 

such a major change in their accounting 
system. Inevitably the advice of the practising 
accountant is against the adoption of departmental 
accounting because only accounts prepared with the 
traditional form of expenditure analysis will enable 
him to satisfy the company's Inspector of 'laxes. 
Just as inevitably, the management of the business 
accepts this advice and the advantages of depart- 
mental accounting are never experienced by these 
cóncerns. 
‘It is particularly interesting also to find in the 
same issue of The Accountant, Mr Kenneth Most's 
story of how as an articled clerk he 


'came in time to regard the phrase ''subscriptions 
and donations" as a basic ingredient of the profit 
and loss account... only much later did I learn that 
by the use of this magic phrase any queries from the 
local Inspector of Taxes were successfully avoided’. 


May I appeal to the Institute, to schools of teach- 
ing, and to authors of text-books, to consider their 
responsibility in this matter very seriously; to con- 
sider how they can effect improvements in the form of 
industrial accounts by the advocacy of the greater 
usefulness to business of departmental accounts than 
the so-called accounts which are so beloved by the 
practitioner. 

May I also appeal to those accountants in practice 
to consider very seriously the responsibility they have 
to the welfare and prosperity of the industry of this 
country when they advise their clients not to adopt 
departmental systems of accounting which have 
proven their worth to those concerns who have 
adopted them. I know that these practitioners give 
this advice in good faith, but I suggest that it shows a 
lack of responsibility to cause boards of directors 
to reject such useful systems of accounting with the 
mistaken view that it makes their life easier when 
they come once a year to submit accounts to the 
Inspector of Taxes. ` 
Yours faithfully, 


Purley, Surrey. R. WARWICK DOBSON. 
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At special and ordinary meetings of the Council held 
on Wednesday, April 3rd, 1957, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr A S. H. Dicker, M.B.E., President, in tbe chair; 
Mr W. H. Lawson, C.B.&E, Vice-President; Messrs H. 
Garton Ash, 0.B.E., M.C., W. L. Barrows, Sir Harold Barton, 
Messrs T. A. Hamilton Baynes, J. H. Bell, H. A. Benson, 
C.B.E., Sir Bernhard Binder, Messrs J. Blakey, C. W. Boyce, 
C.B.R., W. G. Campbell, P. E. Carpenter, W. S. Carrington, 
D. A. Clarke, J. Clayton, E. C. Corton, C. Croxton-Smith, 
W. G. Densem, Sir Harold Gillett, M.C., Mr P. F. 
Granger, Sir Harold Howitt, G.B.E., D.S.O. M. C., Messrs 
P. D. Irons, R. B. Leech, M.B.E., T.D., J. H. Mann, M.B.E., 
W. E. Parker, c.s.z., S. J. Pears, C. U. Peat, M.C., P. V. 
Roberts, L. W. Robson, Sir Thomas Robson, M.B.&., 
Messrs G. F. Saunders, Gilbert D. Shepherd, M.B.E., 
K. G. Shuttleworth, C. M. Strachan, ong, E. D. Taylor, 
G. L. C. Touche, A. D. Walker, M. Wheatley Jones, 
E. F. G. Whinney, R. P. Winter, M.C., T.D., with the 
Secretary and Assistant Secretaries. 


Readmission 


One application for readmission to membership was 
acceded to. 


Annual Report and Accounts for 1956 
The annual report of the Council and the accounts of 
the Institute for the year 1956 were approved for issue 
to members of the Institute. 


Autumn Meeting, 1958 


The Council authorized the publication of the following 
statement: 

‘The Council has accepted the invitation of the 
London and District Society of Chartered Accountants 
to hold an autumn meeting of the Institute in London 
in October 1958.’ 


City of London College 
Mr P. F. Carpenter, F.c.A., was nominated to represent 
the Institute on the Governing Body of the City of 
London College until March 1958, following the 
resignation of Mr G. R. Freeman, F.c.a. 


Royal Society of Arts 
Mr J. H. Mann, M.B.E., M.A., F.C.A., was nominated 
to represent the Institute on the Examinations Com- 
mittee of the Royal Society of Arts following the 
resignation of Mr G. R. Freeman, F.c.a. 


Articled Clerks in Industrial Organizations 
Five applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in 
an industrial or commercial organization during 
service under articles were acceded to. 


Articled Clerks engaged in Other Business 
The Council acceded to four applications under bye- 
law 57 from articled clerks to engage during their 
service under articles in other business for the sole 
purpose and to the limited extent specified in the 
applications, 
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Final Examination 


One application under bye-law 86 from an articled 
clerk for permission to sit an earlier Final examination 
was acceded to. 


Certificates of Practice 


The following sixteen applications for certificates of 
practice from associates who have commenced 
practise, were acceded to: 


Bier, Manfred, 8.com.; 1955, A.C.A.; (M. Bier & Co), 
71 Aberdare Gardens, London, NW 6. 

Billington, Cyril Richard; 1946, A.C.A.; (Baldwin, Billing- 
Sn & Co), Bank Chambers, 2 Lord Street West, Black- 

urn. 

Civval, Norman Mayer; 1953, A.C.A.; (TWood & Co), 
1 Old Burlington Street, London, Wt. 

Crosthwaite, David John Orme; 1954, A.C.A; (Pearce, 
Clayton & Maunder), Old School Buildings, Dorchester, 
and at Weymouth 

Dawes, Frederick George; 1927, A.C.A.; 5 Bartholomews, 
Brighton, 1. 

Gough, Maurice Charles; 1954, A.C.A.; 471 Park Avenue, 
Bushey, Watford. 

Guscott, Douglas Reed; 1949, A.C.A.; 6 Gunnersbury 
Park Mansions, Pope’s Lane, Ealing, London, Ws. . 

Mills, Oliver Arthur Leslie; 1936, A CA: Hill House, 
Woodbury Road, Stourport-on- Severn. 

Mitchell, Leonard David; 1956, A.C.A.; 79 Rodborough 
Road, Dorrid Solihull, Warwicks 

Murr, Brian E ward; 1954, A CA: 6 Brokengate Lane, 
Denham, Bucks. 

Osborne, Winston; 1955, A.C.A.; a Park Crescent, Glen 
Road, Oadby, Leicester. 

Shanson, Alan; 1957, A.C.A.; Gloucester House, 19 
Charing Cross Road, London, WC2. 

Sharpe, " beodosé: 1935, A.C.A.; Princes House, 95 
Gresham Street, London, EC2. 

Shields, Michael William Alan; 1957, A.C.A.; 13 Burlington 
Road, Isleworth, Middlesex. 

Woolf, Sefton David; 1952, A.C.A.; (S. D. Woolf & Co), 
207 Corn Exchange Buildings, Cathedral Street, Man- 
chester, 4. u 

Young, Peter Lester Baird Charlton; 1947, A.C.A.; 
3 Forest Avenue, Chingford, London, Eq. 


Elections to Fellowship 


Eighteen applications from associates for election to 
fellowship under clause 6 of the supplemental Charter 
(bye-law 31) were acceded to. 

A list of those who complete their fellowship before 
April 16th will appear in The Accountant of April 20th. 


Admission as Associates 


clause 5 of the supplemental Charter (bye-law 30 
were acceded to. 

A list of those who complete their membership 
before April 16th will appear in The Accountant of 
April 2oth. 


f against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is com- 
posed wholly of chartered accountants who are members of 
one or the other of the three Institutes of EE account- 
ants in Great Britain and Ireland. 
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Resignation 


he Council accepted the resignation from member- 
ship of the Institute of: 


Mr Gerald Seymour Thompson, A.C.A., Bromley, Kent. 


Deaths of Members 


The Council received with regret the Secretary’s report 
of the deaths of the following members: 
Mr Charles Baker, F.c.a., Harpenden, Herts. 
» Eric Leslie Donald, F.c.a., London. 
» Matthew Henry Green, a.c.a., Worthing. 
Registration of Articles » Walter Thomas Stephen Grigson, A.C.A., London. 

The Secretary reported that 82 articles of clerkship ^ — " GE Pi ae ee 
ee registered during the month of March 1957-83 S Bernard Marsh, c pra oes 
compared with rog in March 1956, making a total of — |’ "Thomas Dudley Marshall, r.c.4., London. 
370 since January Ist, 1957, as compared with 400 for » Joseph Walter Vincent, F.c.a., London. 
the same period in 1956. » Reginald Nelson Watkins, F.C.A., London. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 
Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 

hearings held on March 6th, 1957. 


A poni complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Leslie 
Ernest High Bolton, F.c.a., had been guilty of acts or 
defaults discreditable to a member of the Institute 
within the meaning of Clause 21, sub-clause (3) of the 
supplemental Royal Charter in that (a) he failed to 
reply to or take any action in response to a letter 
written to him by a certain person requesting the 
return to that person of certain documents held by 
him for safe custody; (b) he failed to reply to three 
letters addressed to him by the Secretary of the 
Institute, so as to render himself liable to exclusion 
or suspension from membership of the Institute. The 
Committee found that the formal complaint against 
Leslie Ernest High Bolton, F.c.a., had been proved 
under both headings and the Committee ordered that 
Leslie Ernest High Bolton, F.c.a., of 23 Coleman 
Street, London, EC2, be excluded from membership 
of the Institute. 


A formal complaint was preferred by the Investi- 
‘gation Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Henry 
| Benjamin Wright Parker, A.c.a., was at Assizes held 
ober 30th, 1956, convicted upon an indictment 
against him that he (a) on June rsth, 1948, in the 
County of Lincoln, with intent to defraud and to the 
' prejudice of His late Majesty the King and the Com- 
missioners of Inland Revenue caused to be delivered 
to an Inspector of Taxes accounts purporting to be 
true accounts of his practice with another member 
for the year ended October 23rd, 1946, which said 
accounts falsely stated that the profits of the said 
- practice amounted to £1,100 12s od, whereas in truth 
and in fact the said profits amounted to £2,089 14s rod 


or thereabouts. (b) On July 1st, 1949, similar offence 
for the year ended October 23rd, 1947, with regard to 
profits amounting to £1,255 15s sd, whereas in truth 
and in fact the said profits amounted to £2,969 15s sd 
or thereabouts. (c) On October 31st, 1950, similar 
offence for the year ended October 23rd, 1948, with 
regard to profits amounting to £1,591 18s 6d, whereas 
in truth and in fact the said profits amounted to 
£3,901 12s 7d or thereabouts. (d) On April 23rd, 1951, 
similar offence for the year ended October 23rd, 1949, 
with regard to profits amounting to £1,773 10s 1d, 
whereas in truth and in fact the said profits amounted 
to £4,051 19s sd or thereabouts, so as to render 
himself liable to exclusion or suspension from member- 
ship of the Institute. The Committee found that the 
formal complaints against Henry Benjamin Wright 
Parker, A.C.A., had been proved and the Committee 
ordered that Henry Benjamin Wright Parker, a.c.a., 
of 17 Hainton Avenue, Grimsby, Lincolnshire, be 
excluded from membership of the Institute. 


A formal complaint was preferred by the Investi- 
gation Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Leslie 
D’Arcy Orpen, A.C.A., had his estate placed in liquid- 
ation for the benefit of creditors by virtue of the effect 
of a Sequestration Order of the Witwatersrand Local 
Division of the Supreme Court of South Africa, dated 
July 24th, 1956, so as to render himself hable to 
exclusion or suspension from membership of the 
Institute. The Committee found that the formal com- 
plaint against Leslie D'Arcy Orpen, A.C.A., had been 
proved and the Committee ordered that Leslie D’Arcy 
Orpen, a.c.a., of Colesberg, Cape, South Africa, be 
excluded from membership of the Institute. 


MEMBERS’ LIBRARY 


y ZO n 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks 


by purchase and gifts are the following: 


Accountancy Explained; by W. T. Dent, A.c.a. 1957. 
(Gee. 255.) 

Advanced Accounting .. . in Australia and New Zealand; 
by R. K. Yorston, E. B. Smyth and S. B. Brown. Three 
volumes: 3rd edition. Sydney. 1953. (Law Book Co 
of Australasia. Presented by R. K. Yorston.) 


+ 


Appraising the Economics of Electronic Computers: an 


approach for a company KS determine the feasibility of 
acquiring a computer; by F. Wallace. New York. 1956. 
(Controllership Foundation, EI 6d.) 

Compilation of the legal provisions . . . relating to Double 
Taxation Relief in the United Kingdom; by F. E. Koch 
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and R. Moss. Amsterdam, 1957. (International Bureau 
of Fiscal Documentation, about $3.00.) 

Computers: their operation and applications; by E. C. 
SES and L. Wainwright. New York. 1956. (Reinhold, 
41. 

Elements of Accounts: balance sheet approach . . .; by 
A. Baston: 3rd edition. 1956. (Cassell, ros 6d.) 

Farm Accounting and Management; by F. Sturrock: 
3rd edition. 1957. (Pitman, H 

Income Tax, Surtax and Profits Tax; by R. G. Williams, 
F.C.A.: 23rd edition. 1956. (Donnington Press, pm 
E Accounting for Profit Control; 7 

er. New York. 1957. (McGraw-Hill, 52s 6d.) 
Manual of Cost Accounting in the Footwear Industry. 
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(Incorporated Federated Associations of Boot and Shoe 
Manufacturers... and the Society of Incorporated Ac- 
countants.) 1957. CO F.A.B.S.M., 458.) 
* Ranking, Spicer & Pegler's Mercantile Law incorporating 
artnership law and the law of arbitration and awards; 
by D. E. De L’H. Ranking, E. E. Spicer, F.C.A., and 
E. C. Pegler, F.C.A.: roth edition by W. W. Bigg F.C.A., 
and R. D. Penfold. 1957. (H. F. L., 21s.) 


E Accounting; by T. G. Rose. 
(Pitmans, 9s.) 


1957. 





Clearing House.) New York. 1956. (C.C.H., 25s.) 


* This book has been presented by the Institute to all 
District Society Libraries under the grant of books scheme. 





THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTAN TS 
Extracts from the Report of the Council for 1956 


We reproduce below extracts from the report of the Council of The Association of 

Certified and Corporate Accountants for the year 1956. The annual general meeting 

of the Association will be held in the Queen Mary Hall, Y.W.C.A. Building, Great 
Russell Street, London, WC1, at 12 noon on Tuesday, April 30th, 1957. 


Council and Committee Meetings 
During the year 8 Council meetings and 139 committee 
meetings were held. There were also 49 meetings of joint 
committees, delegations, etc. 
Membership 
During the year 482 new members were admitted to 


membership; 4 were readmitted; and 63 associates were . 


advanced to fellowship. 'l'he membership of the Associa- 
tion at the end of the year was 9,900 consisting of 2,342 
fellows and 7,558 associates. 


Students and Graduates 


The number of students and graduates (including articled 
clerks) on the register at December 31st, 1956, was 7,555. 
During 1956 there were 1,304 new registrations and 
6,188 renewals; 63 students were retained on the register 
while undergoing national service. 


Examinations 


The number of new applications to sit the Association's 
examinations received during the year was 1,962 8s com- 
pared with 1,921 in 1955. The number of candidates sitting 
for the June and December 1956 examinations totalled 
3,694, of whom 1,143 (31 per cent) passed. The correspond- 
mg figures for 1955 were 3,698 and 1,369 (37 per cent). 


Examination Regulations 


The Council has appointed a committee for the purpose of 
considering the examinations regulations. The comrnittee's 
terms of reference are wide and include the syllabus, the 
administrative arrangements and such other matters con- 
nected with the examinations as may be thought to require 
consideration. The committee has held a number of 
meetings, but is not expected to report for some little time. 

The Council has also decided to restrict the application 
of Bye-law 46, under which exemption may be granted 
from the Intermediate examination, to those who have 
the examinational qualifications specified in the bye-law. 
This will remove the Lp cum of applications based on 
practical experience o 


Retirement Benefits 
Following representations on behalf of the professions 


enerally, the Chancellor of the Exchequer included in the 
Fissnce Act, 1956, provisions which implemented the most 
important recommendations of the Millard Tucker Com- 
mittee with rd to the taxation treatment of provision: 
for retirement by self-employed persons. 

The Council ewe dy appointed an ad hoc com- 
mittee to investigate the possibility of providing a scheme 
of retirement benefits under the Act for members of the 
Association. The committee was advised by an independent 
firm of pensions consultants and following negotiations — 
necessarily a little prolonged — particulars of the facilities 
arranged for members were circulated in 1957. It is hoped 
that the scheme will come into operation on April 1st, 1957. 


Practising Certificates 


The Council proposes to consider and report on the ques- 
tion of the issue of practising certificates to members in 
public practice and the conditions attaching thereto, 
including the requirement that from an appointed day, no 
member shall be entitled to a practising certificate or-bo» 
engage in public practice without having first served for 
not less than thirty months in the office of a public account- 
ant either under articles or otherwise. 


Luncheon Meetings 


During 1956 the Association commenced its second series 
of winter luncheon meetings at the Connaught Rooms, 
Great Queen Street, WC2. e first was held on October 
29th, when the guest speaker, Sir Hughe Montgomery 
Knatchbull-Hugessen, K.C.M.G., recounted some of 
diplomatic experiences in China and Turkey. At the second 
meeting on January 21st, 1957, Mr Donald Tyerman, 
editor of The Economist, gave a talk on current problems. 
A record number of 200 members and guests attended. 
On March rrth, Mr William Martin, a director of Christie’s,« 
spoke about ‘Christie’: selling and collecting’. 


Seventh International Congress of Accountants 


Arrangements for the Seventh International Congress of 
Accountants to be held in Amsterdam from September 9th 
to 13th, 1957, are proceeding satisfactorily. The Congress 
Committee requested all recognized accountancy bodies to 
provide lists of those of their members who propose to 
attend the Congress. This was done in the case of the 
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Association shortly before January rsth, 1957, and the 
members and their guests included in that list have been 
provisionally registered by the Congress Committee and 
-will in due course receive the official Congress registration 
forms and full particulars of the programme. 'T'he Congress 
Secretary has, however, intimated that the number ver oL 
persons wishing to attend is so high that it may be necessary 
to restrict them. 


Research 


The Technical Research Committee and its sub-committees 
and panels held 25 meetings during the year. 

The Taxation Sub-Committee commenced the revision 
of two of its previous studies entitled Income from Abroad: 
the Assessment of Remuneration and Similar Earnings to 
United Kingdom Income Tax; and The Residence of Indi- 
viduals and its Effect on Liability to United Kingdom Income 
-Tax following the publication of the Finance Act, 1956. 
Jt is hoped to publish a new and composite work on the 
two subjects during 1957. The sub-committee has also 
brought up to date its second practice handbook entitled 
Estate Duty on Business Assets — the Effect of the Finance 
Act, 1954. Preliminary work is now being carried out on 
a further study. 

The Management Accounting Sub-Committee has con- 
tinued work on its third project which it is hoped will be 
published in the spring of 1957. 

The General Accountancy Sub-Committee concluded 
its investigation in connection with the operation of the 
Companies Act, 1948, and made a report to the Council. 
The sub-committee is now engaged on a project in con- 
nection with the valuation of shares. 


Professional Charges 


"At its September meeting the Council approved the terms 
of a communication to practising members indicating the 
xtent to which fees for professional work could properly 
raised in comparison with 1939 and 1947, having regard 
to the very considerable increase in the cost of maintaining 
a practice. The terms of this statement are reproduced in 
Appendix IV. [See page 438.] 


Treasury Scale 
In the late summer an approach was made to H.M. 'l'reasury 
on behalf of the recognized accountancy bodies for a 
revision of the scale of fees for work carried out for Govern- 
ment departments. At that time the existing scale had 
remained unaltered from April 1st, 1952. 

On February ist, 1957, the Treasury published par- 
ticulars of a revised scale of fees which will apply retro- 
spectively from September 1st, 1956. Copies of the new 
‘scale may be obtained from the Secretary of the Association 
on request. 


Alteration of Articles of Association 


The attention of members is directed to the special resolu- 
tions which are included in the notice of meeting accom- 
panying this Report and in which are set forth the terms of 
two amendments to the Articles of Association which the 
Council recommends. 

At the annual general meeting last year, and on previous 
occasions, reference was made by members to the Asso- 
ciation’s investments and to the fact that under the Articles 
of Association the Council can invest surplus funds only 
in trustee securities. The first resolution, if passed by the 
members, will remove this restriction and will enable 
advantage to be taken of investment market conditions. 

The second resolution is designed to enable a postal 
vote of members to be taken where that is deemed desir- 
able. At the time of the absorption proposals some dis- 
satisfaction was expressed that such a procedure was not 
then possible and this was doubtless prompted by the fact 
that hardly more than half the members of th the Association 

anv view on that particular proposal. Only a 
relatively small number of members can attend general 
meetings of the Association and it 1s thought that where 
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issues of importance are concerned, upon which a poll is 
demanded, it is more satisfactory for all members to be 
provided with a report of the meeting and then to record 
their vote by post, than to exercise it through proxies 
AR before the meeting and, as s those not 

to be present without being aware of the course which 
the discussion took. 


Integration 


During 1955 discussions between The Institute of 
Chartered Accountants in England and Wales and The 
Society of Incorporated Accountants with the object of 
considering the integration of the Society with the Institute. 
On November 3oth, 1955, the President of the ‘Association 
received a letter from the President of the Institute inform- 
ing him that these negotiations had begun. This letter was 
stated to be confidential to the Council of the Association 
and it set forth in broad outline the basis on which the 
talks were proceeding. 

By the end of 1956 agreement had been reached between 
the Councils of the negotiating bodies and on December 
20th, 1956, details of the proposed scheme of ee 
were made public, the Council of the Association 
been supplied with these in confidence a few weeks before. 
The essential terms of the scheme were the same as those 
communicated to the Association in 1955, except that the 
Scottish and Irish Institutes had subsequently joined the 
talks in order to deal with the positions of members of 
the Society in those countries. Particulars of the scheme 
appeared in the January 1957 issue of The Accountants 


Journal. 


The proposals aroused the greatest interest throughout 
the profession and not least among members of the Asso- 
ciation, some of whom expressed apprehension about the 
possible effect of the scheme on the Association. To deal 
with this and other questions the Council of the Association ' 
decided to issue a statement on integration, which was 
circulated to all members on January 24th, 1957. At the 
same time the Council indicated that it wished to have the 
advantage of hesring the views of members generally 
through their district societies and a representative meeting 
was held in London on February 8th. 

Institute, attended by 


A special meeting of the E 
about 2,250 members, took p on February 19th, at 


which the integration scheme was approved by 1,097 votes 
to 278. The final decision so far as the English Institute is 
concerned will, however, depend on a postal vote to be 
held in due course. 

Shortly before that meeting the President of the Associa- 
tion had communicated with the Presidents of the English 
Institute and of the other bodies concerned suggesting a 
meeting between their representatives and the Association's 
to consider whether an acceptable basis could be found for 
bringing the Association within the framework of integra- 
tion and this was mentioned by the Vice-President of the 
English Institute at the special meeting referred to above. 
Since then replies have been received from the several 
Presidents indicating that they will be very ready to arrange 
such a meeting once a decision has been reached on the 
present integration scheme. 


Membership of Council 


The followin members of Council retire in accordance 
with the provisions of Article 56 of the Articles of Associa- 
tion and, being eligible, offer themselves for re-election: 

Members in- public practice: A. Bundy (Caerphilly), 

W. ra ud Gray (Stirling), E. Greenhill (Birming- 
ham), J. E. Harris (London), C. V. Jarvis (Man- 
chester), L. Kennett (London), T R. Powell (Belfast). 

Members not in public practice: H. Grant Bird (Sheffield), 

V. J. Oxley (Ipswich). 

The following members of the Association have been 
duly nominated and are recommended by the Council for 
election thereto: 

Members not in public practice: Richard Dawes, Associate; 

James Humphrey Hills, Fellow. 


— 
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APPENDIX IV 
Professional Charges 
(Referred to in paragraph 49 of this Report) 
The following statement by the Council on professional 
can det was sent to all practising members in November 
1956: 

Inquiries received at headquarters as to the level at 
which professional fees may properly be fixed having 
regard to the greatly increased costs of the average prac- 
titioner suggest that it may be helpful to practising 
members of the Association for the Council to give some 
general Lern on the matter. 

The Council has previously expressed the view that it 
would not be practicable to seek to lay down a specific 
scale of professional fees for general use because of the 
differing conditions to which it would have to apply. The 
Council is still of this opinion — which is also understood 
to be held by the councils of the other recognized bodies 
in this country. 

The Council therefore desires to advise practising 
members that in the absence of special circumstances, an 
increase in fees of not less than 60 per cent over 1947 


levels would be reasonable. This is equivalent to an 
increase of about 160 per cent over the general level of 
fees for 1939. l 

Members are also rerninded that the scale of fees. 
agreed between H.M. Treasury and the recognized 
bodies for work carried out for Government departments 
(copies of which may be obtained from the undersigned) 
cannot be regarded as an appropriate guide so far as 
work for other clients is concerned because: 

(a) it was fixed as from April 1st, 1952,* and requires 
an addition of about 334 per cent to take account 
of increases in costs since then; and 

(b) even as so corrected, it is below what could, as a 
rule, be regarded as a satisfactory charging basis 
for normal professional work. 

For and on behalf of the Council, 
F. CAMERON OSBOURN, Secretary. 
November 1956. m 


* Since the release of this statement the Treasury scale of 
fees for work carried out for Government departments has 
been revised, as reported in paragraph so of this report. 


Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


ANNUAL MEETING 


The annual meeting of The Institute of Chartered 
Accountants in England and Wales will be held at the 
Hall of the Chartered Insurance Institute, 20 Alderman- 
bury, London, EC2, on Wednesday, May 1st, 1957, 
at 2 p.m. 


AUTUMN MEETING 1958 


Aa announced in the report of the meeting of the 
Council of the Institute held on April 3rd, which 
appears on other pages of this issue, the Council has 
accepted the invitation of the London and District 
Society of Chartered Accountants to hold an autumn 
meeting of the Institute in London in October 1958. 


PERSONAL ` 


Messrs Newron & Co, Chartered Accountants, of 
63 Temple Row, Birmingham, 2, announce that Mr 
W. H. NEWTON, M.A., F.C.A., retired from the partner- 
ship on March 31st, 1957, after 37 years in practice. 
‘The -practice is being carried on by the remaining 
partners under the same name. Mr. W. H. NEWTON 
wil continue in practice and will carry on certain 
business engagements at the above address in relation 
to his directorships and other interests and his services 
will be available in a consultative capacity. 


Mr HEDLEY S. DUNK, F.C.A., practising under the 
style of Hedley S. Dunk, Chartered Accountant, at 
9 Streatham High Road, London, SW16, and 
26 Lowfield Street, Dartford, Kent, announces that 
as from April rst, 1957, he has admitted to partner- 
ship in his Dartford practice, Mr H. L. Prior, a.c.a., 
who has been his managing clerk at that office for 
over twenty years. The practice will be continued in 
future under the style of Hedley Dunk & Co. 

Messrs Davies, Watson & Co, Chartered Account- 
ants, of g Old Burlington Street, London, Wr, an- 
nounce that they have admitted into partnership Mr 
GEORGE S. Essex, A.C.A. The style of the firm will 
remain unchanged. 


Messrs M. W. Burrouca & Co, Chartered Ac- 
countants, of Bridport, Dorset, announce that Mr 
Rosert Gorr GIBSON, C.A., has been admitted into 
partnership. 

Messrs Epwarp 'luoyas Cottmg & Son, of 
28 Baldwin Street, Bristol x, announce that as from 
April rst, 1957, they have been joined in partnership» 
by Mr Joun F. KINNERSLEY, F.C.A., who has been i 
practice in Bristol for many years. The name of 
firm remains unchanged. 

Mn ]. F. KINNERSLEY, F.C.A., practising under the 
style of KixNERsLEY & SHIPTON, Chartered Account- 
ants, at 7 St Stephen's Avenue, Bristol, 1, announces 
that as from April rst, 1957, he has been joined in 
partnership by Mr Grorrrey C. EHLERS, M.A., F.C.A., 
and Mr Dm W. Hart, F.C.A., both of whom have 
been in practice in Bristol for a number of years. The 
name of the firm will remain unchanged, but the ad- 
dress will now be 28 Baldwin Street, Bristol, x. 
Telephone Bristol 22576—7-3. 


Messrs DavipsoN, Downi & McGown, Chartered 
Accountants, of 135 Buchanan Street, Glasgow, C1, 
and 4 Bucklersbury, Cheapside, London, EC4, an- 
nounce that as from April 1st, 1957, they have admitted 
to partnership Mr Marrugw D. GOODWIN, C.A. 


Messrs KENNETH C. LiwpbsAY & Co, Chartered 
Accountants, of 7 Great Winchester Street, London, 
EC2, announce that the partnership existing between 
Mr KENNETH C. LINDSAY, F.c.a., and Mr A. R. 
DEACON, A.C.A., has been dissolved as from March 
gist, 1957. Mr Kenners C. Linpsay will continue to 
practice at the above address and Mr A. R. DEACON 
will practise under the name of A. R. DzACON & Co, 
at Suffolk House, Laurence Pountney Hill, London,- 
EC4. 


Mr HanoLD WILLIAM DAVIDSON, F.C.A., practising 
under the style of H. W. Davipson & Co, Chartered 
Accountants, at 142 Cromwell Road, London, SW7, 
ard 176 High Street, Acton, W3, announces that as 
from April 1st, 1957, he has taken into partnership 
Mr Bruce Crewe BINGHAM, A.C.A., A.8.A.A. The style 
of the firm remains unchanged. 


April 13th, 1957 


Messrs WHITFIELD & Co, Chartered Accountants, 
of Martins Bank Chambers, Park Row, Leeds, 1, and 
at Dean House, Piccadilly, Bradford x, announce that 
as from April rst, 1957, they have admitted into 
partnership Mr James WHITEHEAD, A.C.A., who has 
been a member of their staff for the past fifteen months. 

Messrs Hupson SMITH, BRIGGS & Co, Chartered 
Accountants, of Exchange Chambers, Bristol, 1, and 
at London, announce that, owing to the increase 
during the past few years in his other business interests, 
Mr CunisroPHER H. YOUNG, F.c.A., retired from the 
firm on March 31st, 1957. They also announce that 
as from April ist, 1957, Mr Jonn D. W. MARLE, 
A.C.A., has been admitted as a Bristol partner and 
Mr C. GORDON JOHNSTON, F.C.A., has been admitted 
as a London partner. 

Messrs GRAHAMS, RriNTOUL, Hay, BEgLL & Co, 

Chartered Accountants, of rog St Vincent Street, 
Glasgow, C2, announce that they have assumed as 
partners Mr RICHARD MONTAGUE ASHFORD, C.A., and 
Mr WILLIAM Ross WALLS, C.A. 
- Messrs E. S. POLKINGHORNE & Son, Chartered 
Accountants, of 32 Rainsford Road, Chelmsford, 
Essex, announce that as from April Bth, Mr WILLIAM 
H. ELDRIDGE, A.C.A., has been admitted to partnership. 
'The name of the firm will remain unchanged. 

Mn ROBERT ALLINGHAM, C.A., practising under the 
style of ROBERT ALLINGHAM, Chartered Accountant, 
at Craignethan, Letham Road, Strathaven, Lanarkshire, 

,announces: that as from April 6th, 1957, he has 
admitted to partnership Mr ARMOUR MAILLIRB, C.A. 
- The practice will now be carried on under the style of 
ALLINGHAM & MALIE, Chartered Accountants, at 
3 Dunlop Street, Strathaven, Lanarkshire. Telephone: 
Strathaven 2316. 

Messrs P. SPENCE TAYLOR & Co, Chartered Ac- 
countants, of 117 Hagley Road, Edgbaston, Birming- 
ham, 16, announce that Mr P. S. TAYLOR, F.c.a., has 
retired from the practice as from April 7th, 1957; to 
enable him to give his full attention to his various 
business interests. Mr TAYLOR will remain asso- 
ciated with the firm in a consultative capacity. 
The practice will continue to be carried on by Mr 
PETER WINDLH, M.A., A.C.A., at the same address, but 

-ag from June rst, 1957, the name of the firm will be 
changed to PETER WINDLE & Co. 

Messrs W. Botton & Co, Chartered Accountants, 
of King’s House, 42 King Street West, Manchester, 3, 
announce the admission to partnership of Mr JoHN 
C. F. BOLTON, B.A.(COM.), A.C.A., as from April rst, 1957. 

Messrs Darke, Rosson & Co, of 8o Bishopsgate, 
London, EC2, announce that Mr L. C. F. Rosson, 
F.S.A.A., their senior partner, who founded the firm 
with the late Mr F. B. Darxe fifty years ago, has 
retired from practice as from March 31st, 1957. 
Mr ROBSON will remain associated with the firm in a 
consultative capacity. The practice will be continued 
under the style of Darke, Rosson & Co, Chartered 

^ÉÉcountants, at the same address. 
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Messrs Smits, HoLLoway & Crank, Chartered 
Accountants, of 350 Glossop Road, Sheffield, to, 
announce that they have taken into partnership 
Mr T. BRIAN GEE, A.C.A., who served his articles with 
the firm and has been a member of the staff for some 
years. The name of tbe firm will remain unchanged. 

Messrs LARKING, LARKING & WHITING, of r2 and 
I3 The Crescent, Wisbech, and at March, Bury St 
Edmunds, King’s Lynn and elsewhere, announce 
that Mr ALAN BERNARD COOPER, A.C.A., retired from 
the partnership on March 31st last, and that as from 
April ist, 1957, Mr Jack Epwarp WATTERSON, 
A.C.A., and Mr Grorrrey CLAUD WOOD, A.C.A., have 
been admitted as partners. Both Mr WATTERSON and 
Mr Woop served their articles with the firm, and have 
since remained as members of the staff for a number 
of years. Mr WATTERSON will be engaged at the Bury . 
St Edmunds office, and Mr Woop at the March office. 

Messrs LANDAU, MORLEY & Scorr announce that 
their Brighton office, which incorporates the practice 
of SYDNEY Lovecrove & Co, is now removed to 
Martins Bank Chambers, 26 North Street, Brighton, 1, 
Sussex. Telephone: Brighton 28165. 

Messrs PEPLOW, WARREN & Co, Incorporated 
Accountants, of 6 and 8 Sherborne Road, Newton 
Abbot, and Mr J. S. FURLER, Incorporated Accountant, 
of Westminster Bank Chambers, Courtenay Street, 
Newton Abbot, announce that as from April rst, 
1957, their two practices have been amalgamated. 
They also announce that Mr G. J. KING, A.S.A.A., a 
member of the staff of Messrs PEPLOW, WARREN & 
Co, for a number of years, has been taken into partner- 
ship. The new firm will be carried on under the style 
of PEPLOW, WARREN & FunLER, Incorporated Ac- 
countants. 


COMPANY INVESTIGATION 


Mr N. J. Skelhorn, Q.c., and Mr W. S. Carrington, 
F.C.A., have been appointed as inspectors by the Board of 
Trade to investigate the affairs of Hide & Co Ltd, of 
30 North Audley Street, London, Wi. The Board of 
Trade action follows an application made by members 
of the company pursuant to Section 164 (1) of the 
Companies Act, 1948. 


. AMENDMENTS TO. COMPANIES ACT 
FORMS 


Amendments to Forms 100A (Notice to Non-Assenting 
Shareholders) and rooB (Notice to Transferee Com- 
pany by Non-assenting Shareholders) have been 
prescribed by the -Board of Trade for use under 
Section 209 (2) of the Companies Act, 1948. These 
changes are given statutory effect by the Companies 
(Forms) (Amendment) Order, 1957.! 

Subsection (1) of Section 209 of the Companies 
Act, 1948, provides that if, after shares of one company 
have been transferred to another company under a 


! S.I. 1957, No. 606. H.M.S.O. 3d net. 
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scheme or contract pursuant to subsection (1), the 
transferee company's total holding amounts to nine- 
tenths or more in value of the shares, the transferee 
company shall give notice to the non-assenting share- 
holders, who may then require the transferee company 
to buy their shares. The existing forms, Forms rooA 
and rooB are appropriate only in cases where the 
scheme or contract has been approved by the pro- 
portion in value of the shareholders laid down in 
subsection. (1) within the period of four months 
mentioned in that subsection. The revised forms in the 
Schedule to the Order are appropriate for all cases 
which come within subsection (2). 


THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


LUNCHEON PARTY 


The President of The Institute of Cost and Works 
Accountants, Mr Ian T. Morrow, C.A., F.C.W.A., gave 
a luncheon party last Tuesday at the Institute’s head- 
quarters, 63 Portland Place, London, W1. Those present 
were: 

Mr J. Borsay, F.c.w.a. (a Vice-President of the Institute); 
Mr S. P. Chambers, c.B., c.1.8. (Deputy Chairman, Imperial 
Chemical Industries Ltd); Sir Graham Cunningham, K.B.2. 
(Chairman, Triplex Safety Glass Ltd); Mr A. S. H. Dicker, 
M.B.E.; F.C.A. (President, The Institute of Chartered Account- 
ants in England and Wales); Mr H. J. Furness, F.C.W.A 
(a Vice-President of the Institute); Sir Edwin Herbert, 
K.B.E, LL.B. (President, The Law Society); Mr Alan S. 
Maclver, M.C:, B.A. (Secretary, The Institute of Chartered 
Accountants in England and Wales); Lord Piercy, C.B.&. 
(Chairman, The Industrial and Commercial Finance Cor- 
poration Ltd); Mr John F. Phillips, LL.M. (Secretary, The 
‘Chartered Institute of Secretaries); Sir Richard Powell, 
BT., M.C. (Director-General, The Institute of Directors); 
Mr George Schwartz (‘The Sunday Times’), Mr og e 
J. D. Berger, M.C., F.c.1.8. (Director of the Institute); Mr 
` Derek du Pré (Joint Secretary of the Institute). 


. COST CONFERENCE. IN NEWCASTLE 

At a cost conference held by The Institute of Cost and 
"Works Accountants at The County Hotel, Newcastle 
upon Tyne, on April 6th, papers were presented on 
"Ihe accountant's relationship with management and 
men’, by Mr F. M. W. Hird, A.C.A., F.C.W.A., and 
‘Industrial finance. and its control’, by Mr G. S. 
Nelson, A.8.A.A., A.C.W:A. 


‘THE ASSOCIATION OF CERTIFIED 
CORPORATE ACCOUNTANTS 


LONDON AND Districr SOCIETY 


The London and District Society of The Association 
of Certified and Corporate Accountants held their 
annual dinner and dance at The May Fair Hotel, 
London, on April sth. 

Mr F. H. C. Betts, F.A.C.C.A., President of the 
Society, presided and, together with Mrs Betts, and 
Mr A. C. S. Meynell, F.A.C.C.A., President of The 
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Association of Certified and Corporate Accountants, 
and Mrs Meynell, received the 210 members and 
guests. Among those present were: P 
Mr J. Cowen, c.B.z. (Board of Trade) and Mrs Cowen; 
Mr W. J. Crafter, F.S.A.4. (Chairman, The Incorporated 
Accountants! London and District Society) and Mrs Crafter; 
Mr R. P. Crout, r.c.Ls. (Chairman, London Branch, 
Chartered Institute of Secretaries) and Mrs Crout; Mr A. 
Holdsworth, F.C.W.A., A.A.C.C.A. (President, London Branch, 
Institute of Cost and Works Accountants) and Mrs Holds- 
worth; Mr J. C. Latham, D.L., F.A.C.C.A., F.S.A.A. (Director, 
Association of Certified and Corporate Accountants) and Mrs 
Latham; Mr F. Cameron Osbourn, M.B.E., B.A., LL.B. 
(Secretary, Association of Certified and Corporate Account- 
ants) and Mrs Osbourn; Mr W. E. Parker, C.B.E., F.C.A. 
(Chairman, London and District Society of Chartered: 
Accountants) and Mrs Parker; Mr R. J. W. Stacey, C.B. 
(Board of Trade, Insurance and Companies’ Department 
and Mrs Stacey; Mr E. T. Westmacott, F.A.C.C.A., F.C.L8. 
(Hon. Secretary, London and District Society of The Assoct- 
ation of Certified and Corporate Accountants) and Mrs 
Westmacott. 

The toast of “The Guests’ was proposed by the 
President, and Mr W. J. Crafter responded. At the 
conclusion of the dinner dancing continued until 
midnight. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


WEEK-END COURSE FOR FIRST-YEAR STUDENTS 


The London Students’. Society's first week-end. 
residential course for first-year students was held | ` 
from Friday to Sunday last week-end at University 
College, Oxford. From the London Students! Society, 
115 students took part and they were joined at lectures 
and discussions by seven members of the Oxford 
Students’ Society. Lectures by Sir Arnold Plant, 
B.8C.(ECON.), B.COM., Professor of Commerce, Univer- 
sity of London, Mr Douglas A. Clarke, LL.B., F.C.A., 
a member of the Council of the Institute, Major 
W. G. M. Spens, M.B.E., M.A., Barrister-at-Law, and 
Mr R. J. Carter, B.COM., F.C.A., Secretary of the 
Students’ Society, were each followed by group dis- 
cussions in which most of the students present took 
an active and enthusiastic part. 

The course was an experiment in its special applica-— 
tion to first-year students and it was felt to be com- 
pletely successful in its object of bringing students 
into professional contact at the start of their training 
and in stimulating thought and the exchange of views 
and ideas. 

Next WEEK’s MEETINGS 


The following meetings wäll be held next week: 


Tuesday, 6 p.m., Lecture and demonstration of Burroughs 
accounting machines (limited number). 

7.30 p.m., at Westcliff-on-Sea: Lecture on ‘The audit of a 
limited. company, by Mr J. Kennedy Melling, A.C.A., 
A.T.I.I., F.R.ECON.S, 

Wednesday, 5.30 n : Lecture, fiim and demonstration of 
Hollerith punched-card accounting (limited number).— 7 
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THE INSTITUTE’S YEAR 


HE report of the Council of The Institute of Chartered 
Accountants in England and Wales seems to grow longer 
>» year by year. As each is a model of conciseness, the annual 
increment of information given truly indicates the ever-expanding 
activities and responsibilities of the Institute. The report for 
1956, just issued to members, runs to twenty-eight pages, which is 
five more than its immediate predecessor, and the appendix, 
which puts on record the periodic pronouncements of the Council, 
contains twenty-nine pages, twice as many as the year before. 
As will be seen from the report, which we reproduce elsewhere 
in this issue, the membership of the Institute at the end of last 
year was 19,414, an increase of 642 over the corresponding figure 
at the end of 1955. During 1956, the articles of clerkship registered 
numbered 1,596 or 198 more than in the previous year. The 
aggregate of registrations for the fivé years ended December 31st, 
last, was 7,390 so that the 19 56 figure was substantially above the 
average for that period. 
The examination results provide, as usual, some interesting 
comparisons. Of the 2,596 candidates who sat the Intermediate 


` examination in 1956, 1,279 or just over 49 per cent passed. This is 


virtually the same ratio of successes as in each of the two previous 
years. In the Final examination, however, only 801 of the 1,896 
candidates (or 42 per cent) passed as compared with nearly 47 per ` 
cent in 1955 and 45 per cent in 1954. 'The Council in its report 
makes reference to its statement published in the issue of this 
journal of February i6th this year, drawing the attention of 
candidates and tutors to the many disappointing answers received 
in recent Final examinations to questions on advanced accounting 
and auditing. As these two subjects form the core of the Institute's 
curriculum, it is hoped that the Council's plea for more intensive 
preparation for the papers concerned will be observed. 

The Institute's income from all sources for 1956 amounted 
to £114,771. Of this sum, no less than £86,494 came from annual 
subscriptions. The excess of income over expenditure for the 
year, amounting to £8,927, was added to the accumulated fund. 
The review of the staff pensions fund; referred to in the 1947 
and subsequent reports, has now been completed. To bring the 
scheme into alignment with the new rules which began to operate 
as from the beginning of this year, a special contribution of 
£34,307 was transferred to the staff pensions fund from the 
accumulated fund, the final balance of which, at December 
31st, 1956, was £187,245. The Council repeats its reminder 
of last year that substantial capital expenditure may have to be 
incurred in the near future to accommodate adequately the 
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expansion in activities and in membership. 
It is pleasing to note from the details of the 
sales of Institute publications, given in the income 
and expenditure account, that, as forecast in 
these columns, the Council's manual Standard 


Costing: an Introduction to the- Accounting Pro- 


cesses which appeared in March 1956, turned 


out to be a: ‘best-seller’. No. fewer than 8,000: 


copies were sold up to the end of the year and 
the reputation which the work has acquired, even 
in that short period, is such that it should continue 
to be in demand for a long time. 'T'he consistent 
sales of the summer course booklets testify to the 
high quality of the papers given and to the 
interest of members in the subjects chosen. 
One of the characteristics of a professional 
man is that he is prepared to put national con- 
siderations before personal interests. As always, 
the Council's report contains ample evidence of 
the public spiritedness of members of the 
Institute in accepting appointments in national 
and regional spheres of public service, in pre- 
paring and submitting evidence to Ministers 
and Government departments and in serving on 
special Institute committees. It is recorded, 
for example, that the Taxation and Research 
Committee, with [its fifteen subcommittees, held 
eighty-three meetings in 1956. Apart from 
routine matters, this committee was responsible 
for much of the drafting of the memoranda in 
connection with the report of the Royal Com- 
mission on the Taxation of Profits and Income 
and last year's Finance Bill. It also prepared the 


memorandum which the Council submitted to ` 


the Bankruptcy Law Amendment Committee 
over which JupDGE BLAGDEN is at present 
presiding. 

Rightly jealous of the privileges and high 
standing of the Institute, the Council sought 
successfully in 1956 to restrain members of other 
professional bodies from advertising the provision 
of accountancy services and took action, in no 
fewer than five instances, to prevent the misuse 
of the 'chartered' designation and designatory 
letters. It also restated its brief, strongly affirmed 
a year or two earlier, in the right of all suitably 
qualified accountants to practise their calling 
in any part of the world without interference. 

The statement by the Council, made last 
November, that the Institute's contributory 
pensions schemes for members and for their 
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émployees had reached. the . stage when they 
had been submitted to the Inland Revenue for 
approval will have been generally welcomed. 
The schemes, when initiated, should prove to be 
of considerable benefit to many members. 

"The statistics of library attendances and books 
lent indicate the continuing worth of that service 
although the figures might have been expected 
to rise in proportion to the steady increases in 
membership. The decision of the Council to 
present the provincial district societies with 
selected books in order to enhance the usefulness 
of their reference libraries is most commendable 
as is also the intention to provide new editions 
of the books as and when they are. produced. 
Another cultural proposal of great promise is 
the announcement of the establishment of P. D. 
Leake Research Fellowships at the universities 
of Oxford, London and Birmingham to advance 
the cause of accounting research. 

In his lecture on professional ethics, delivered 
at the summer course at Oxford last September, 
MR D. V. HOUS, F.c.a., advised members when 
in doubt about a course of conduct to consult 
the Institute's secretary if the Institute's literature 
made no reference to the matter in question. 
From the contents of the Council's report it 1s 
clear that the Institute's secretariat is geared to 
cope capably with any assignment, from tbe 
mechanics of a major integration scheme to 
facilitating the fair treatment of members’ 
applications for supplementary petrol. 

In the present year, the event which over- 
shadows all others, as far as the Institute 1s con- 
cerned, is the outcome of the integration scheme 
with The Society of Incorporated Accountants. 
Meanwhile, however, the manifold activities of the 
Council continue with the smooth precision and 
quiet authority which have come to be associated 
with them. At the forthcoming Seventh Inter- 
national Congress of Accounting at Amsterdam 
in September, the prestige of the Institute will 
be worthily upheld by Gm THomas ROBSON, 
M.B.E., M.A, F.C.A., who, as well as giving a 
paper on ‘Principles for the accountant’s pro- 
fession’, is acting as rapporteur for all the papers 
on that subject, and by MR Baert SMALLPEICE, 
B.COM., A.C.A, who will be discussion leader 
at the session to consider the functions of the 
internal auditor. A large representation of 
members at the Congress is anticipated. 
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BUDGET DEBATE | | 


KR ODERN budgéts have so many differ- 

'ent facets that the debates on them in 

the House of Commons range over a 
very wide area and it is difficult to extract from 
them what precisely is the overall aim. All parties 
usually agree that certain things are desirable: 
that the poor should have a reasonable standard 
of living, that the rich should not be overtaxed, 
that investment should be stimulated, that 
^ inflation should be discouraged, and a number of 
other worthy objects which must inevitably 
conflict with each other. 

Thus it is that while there was agreement on 
all sides that excessive spending should be dis- 
couraged, all were equally agreed that the enter- 
tainment tax ought to be reduced, and even 
abolished on a number of entertainments: the 


live theatre, racing, boxing, and other sports. At : 


the same time, if there was any criticism of the 
reductions in purchase tax, it was: to the effect 
that the reductions were not big enough. Again, 


" the presumed psychological effects of various ` 


"adjustments in taxation were a matter for almost 
indefinite argument. In short, where the Budget 
is used merely as a means of forecasting probable 
Government expenditure and deciding on how 
much will be raised in taxation, there is adequate 
scope for reasonable certainty. When it is a 


question of the probable economic and social: 


consequences of given changes in the tax structure 
then it seems to be a matter of pure speculation. 
To give only one instance: the Royal Com- 
mission on Taxation, after exhaustive discussion, 
rejected the suggestion that income tax consti- 
tuted a material disincentive from working; 
nevertheless the CHANCELLOR OF THE EXCHEQUER 
appears to be convinced that by reducing income 
tax and surtax in the higher income ranges by a 
comparatively modest amount, the country will 
benefit from the extra exertions of = recipients 
of this bounty. 

Speaking for the Opposition on the day after 
~the Budget speech, Mr HaroLp WILSON said that 
the reduction in entertainments duty was ob- 
viously long overdue, and he saw nothing very 
unfair in the proposed {1 licence duty for 
television, provided some remission was allowed 
for bedridden invalids, old-age pensioners, and 
so on. He added that the CBANCELLOR could get 


* 


a lot more from television if he were to reduce 
the amount by which advertising qualifies ‘as 
deductible expenditure for income tax and profits 
tax purposes. 

On the subject of the new concept of overseas 
trade corporations being exempt from tax on 
foreign profit which they did not distribute, Mr 
WILSON said guardedly that this was a compli- 
cated subject on which there would be ‘a lengthy 
clause’ in the Finance Bill. The Opposition would 
want to look at it; they viewed it with some 
suspicion, for it seemed to open the door to ail 
sorts of ‘fiddles’ about the prices which British 
firms charged to their overseas sales agencies, or 


the prices which overseas ‘raw material procure- 


ment’ subsidiaries charged the main company in 
this country. The CHANCELLOR, he said, would 
lay in for himself some difficult problems. ‘This 
second point is of course by no means new; it is 
as old as income tax itself and is the genesis of 
that well-known fasciculus of rules now existing 
as Sections 369 to 373 of the Income Tax Act, 
1952. MR WILSON went on to express disappoint- 
ment at the failure to bring in some form of 
pioneer tax concession, on which the Opposition 
tabled an amendment last year. 

Another matter for disappointment, in the 
Opposition's view, was the failure to restore 


investment allowances. If these could not be 


restored on a selective. basis (as recommended 
by the first Millard Tucker Committee) then 
MR WILSON suggested that they be restored 
generally. His reason for this was apparently 
entirely economic; statistics were showing that 
investment was falling away, particularly in 
industrial building. As to the doubling of the 
investment allowance for the building of ships, 
if its object was to dissuade British owners from 
putting their ships under a non-British flag, 
then the first task in Mr WILSON'S view was to 


. end the present confusion in the chartering 


market and the impossible position in which 
British shipowners were placed. 

Turning to personal direct taxation, Mr WILSON 
welcomed the new exemption limits for persons 
over 65: {£250 for single persons and {400 for 
married couples. He added, however, that this 
emphasized the contrast between those old-age 
pensioners who paid tax and those who were 


below the tax level, including the 1:6 million on 
National Assistance. 
:: He considered that the CHANCELLOR was right, 
first in increasing the child allowance, and 
secondly in adopting the method of increased 
allowances for older children; that way was 
better than the method recomménded by the 
Royal Commission, namely, to increase ‘the 
allowance as the 'parent's income increased. 
However, although this change ‘helped the 
family man who paid income tax, it did not help 
millions of lower income parents who paid no 
tax at all; that was why the Opposition favoured 
State maintenance grants. The CHANCELLOR had 
talked about helping the middle classes but the 
only people who got any help, up to the £2,000 a 
year limit, were people with children over 11: 
The family with younger children ‘got no help 
at all up to the surtax level. 
-The increase in the starting-point for surtax 
in favour of family men had not been accompanied 
by the corollary put forward by the Royal 
Commission, namely, that the loss of revenue be 
recovered by lowering the surtax point for bache- 
lors. It followed, said Mr WiLsOoN, that surtax 
payers as a group gained from the concession. 
However, the surtax gain paled into insignificance 
when compared with the earned income relief 
right up to £10,000 a year. To extend the range 
so far, without doing anything for old-age pen- 
sioners, was a monstrous perversion of social 
justice. He asked how many young executives 
with young children earned more than £2,025. 
The greatest frustration was in the class earning 
£600 to £800, but the CHANCELLOR had put 
£467 a year, or £9 a week, into the ‘pocket of 
single men earning {10,000 a year. He questioned 
whether the CHANCELLOR was right in describing 
this as belated justice to the surtax payer, the 
upper income ranges were those which benefited 
most from the ‘top hat’ pension schemes and 
the new reliefs for retirement provision. 
Answering for the Government, the Financial 
Secretary to the Treasury, Mr J. ENOCH POWELL, 
explained that the earned income relief, if 
justified for small incomes, was justified for 
large ones, but they had cut it down at £4,000 
and terminated it at {10,000 because in those 
ranges an element of return on capital came in. 
If the relief were stopped at only £4,000, it would 
still cost 80 per cent of the relief as proposed, 
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for the vast majority of beneficiaries were below 
the £5,000 point. 

MR POWELL gave figures for the decrease in ~ 
income tax since 1951 on smaller incomes; he 
made the point that the present Budget should 
not be viewed in isolation ~ the surtax payer had 
been left to the last. He did not think that the fall 
in the value of money in that period vitiated his 
argument. As to the new exemption limit for the 
aged, it was now as high as it could go without 
reaching the position that such people paid less 
than people with children. ^ — ^ 

The most costly change in the Budget, MR 
POWELL said, was the introduction of exemption 
for overseas trade corporations. It would not 
only cost a considerable sum in lost revenue each 
year, but it would also in the short run tend to 
reduce the sums remitted to this country by those 
companies. Nevertheless, the change would in the 
long run be a very good investment in remittances 
from overseds. He agreed that the legislation 
would be complex and he invited the Opposition's 
co-operation in the attempt to make the pro- 
visions as clear and as watertight as possible. 

At the resumed debate on Monday, MR NIGEL 
Brc, Economic Secretary to the Treasury, 
returned to the defence of the proposed relief 
to surtax payers. No Opposition speaker, he 
said, had compared taxation in Britain with 
that in other countries, and he quoted the 
following instances: a {£3,000-a-year man with 
two young children who received an increase 
bringing his salary to £4,000 a year, would keep, 
in Britain, £400; in Canada, £737; in the United 
States, £772; in Sweden, £493. The Budget— 
proposal meant that here he would retain 
£509 8s 11d. In Russia, where a factory manager, 
he said, earned over £6,000 a year, an academician 
£20,000, and a ballet dancer yet more, a man 
whose pay rose from {£3,000 to £4,000 a year 
kept £865. | 

Outside the main stream of the debate there 
were lone voices calling for such things as the 
repayment of post-war credits (now sadly depleted 
in value), the relaxing of the strict rules for the~ 
application of the assets value basis of valuation . 
of shares for estate duty, and the abolition of 
differential rates of profits tax. Perhaps the 
Finance Bill will show more evidence of direct 
taxation reform than was iridicated in the Budget 
speech. ge 
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PROFITS TAX FORMULAE "o 





RE at least three-quarters of the 
issued ordinary capital of a United 
Kingdom subsidiary is owned directly 
or indirectly by the parent company, a decision 
has to be made whether or not to give notice to 
'the Revenue to have the profits of the subsidiary 
— grouped with those of the parent for profits tax 
purposes. Since a decision to group cannot be 
rescinded once it has been notified, it is important 
that full consideration be given to the probable 
consequences before the notification is made. 
Without setting out all the detailed steps in the 
necessary calculations, the following formulae 
show at the present rates of profits tax whether or 
not it will be advisable to give the grouping 
notice. These formulae are of particular interest in 
the case of small subsidiary companies. 


Basic Assumptions 
. For the sake of simplicity it has been assumed 
in these calculations that there is one wholly- 
lowned subsidiary and that it is expected to pay 
to its parent a gross dividend equal to the amount 
of its profit for profits tax purposes. It is also 
assumed that the gross dividend payable by the 
parent company to its own shareholders for the 
same accounting year will be equal to or less than 
the combined group profits as computed for 
profits tax, and that the parent's own profits for 
profits tax purposes are in excess of £12,000. In 
these formulae: 
— P = Profits of parent company (before adding 
. dividend from subsidiary) for profits tax 
purposes. 
S = Profits of subsidiary for profits tax purposes. 
C — Combined profits of parent and subsidiary, 
i.e. C= P+S. 
D — Parent company’s gross dividend to its 
own shareholders. 
R = C—D, ie. the gross amount available for 
reserves before allowing for taxation. 


ae Principal Formulae 

Let us now compare the total amount of profits 
tax that would be payable by the two companies 
combined (a) if notice to group for profits tax 
was given, (b) if each was assessed independently. 
Three separate cases require consideration: 

(1) Where the subsidiary's profits are likely to 

exceed £12,000. 


> Factors Relating to ‘Grouping’ of Subsidiary Companies 
by W. L. SPALDING, B.Sc.(Econ.), C.A., F.C.W;A., F.G LS, 


(ii) Where its profits are likely to be between 
£2,000 and £12,000. 

(ui) Where its. profits are likely to be below 
£2,000. 

In all of these three cases, if grouped, the total 
profits tax payable by the two companies would 
be 3 per cent of C-+-27 per cent of D. Where 
ungrouped, the details of each case are as follows: 

(i) If ungrouped and the subsidiary's profits ex- 
ceed £12,000, the total profits tax payable by 
the two companies would be (3 per cent of C 
+27 per cent of D) as above, plus 27 per cent 
of S times $. In other words, if the sub- 
sidiary's profits are likely to exceed £12,000, 
it will pay to group, and the consequent saving 
in profits tax will be 27 per cent of S times 
c. This also implies that the tax saving is 
greater for a conservative than for a liberal 
distribution policy by the parent to its own 
shareholders. 

(ii) If ungrouped and the subsidiary’s profits are 
likely to be between {2,000 and £12,000, the 
total profits tax payable by the two companies 
will be (3 per cent of C 4-27 per cent of D) as 
above, + 33 per cent of S—(£720--27 per 
cent of S times 2). Where 33 per cent of S 

. —(£720-+27 per cent of S times 2) is above 
zero, it will pay to group. Where 33 per cent 
of S—(f720--27 per cent of S times c) is 
below zero, it will pay not to group. The last 
two statements are equivalent to saying that 
when 33 per cent of S is greater than (£7204 
27 per cent of S times 2), it will pay to 
group, and that it will not pay to group when 
the contrary applies. The value for S, above 
which it will be better to group, and below 
which grouping will not pay, depends upon 
the ratio gc. 

For example, if 2 —1, it will pay to group, 
if S is likely to exceed £2,743, but will not pay 
if S is likely to be below £2,743. 


Ife $, it pays to group if S is likely to exceed £3,000 
D 


Gi T: » » » £3,692 
D : 

e-i n ” m » £4,800 
Get » oT » » £5,647 
D 

cmi n 3 m IT £12,000 


From the foregoing examples, it is apparent 
that the higher the subsidiary’s profits, the 
more likely it is that it will pay to group. It 
also follows that where it pays not to group, 
profits tax saving from non-grouping will in- 


crease, the more nearly the profits figure of the 
subsidiary diminishes towards 42,000. At 
£2,000 for S, if R=4, the benefit from not 
grouping reaches its maximum of {600 tax 
saving, calculated from the above-mentioned 
formula as £720--27 per cent of £2,000— 
33 per cent of £2,000. 
-At £2,000 for S, if 2=4, the benefit from 
not grouping is £330. 
Again if S is £2,000 but $ 

from not grouping is {60. 

(ui) If the subsidiary's profits are likely to be 
below £2,000 but above nil, it will always pay 
not to group, the saving thereby achieved being 
3 per cent of S+27 per cent of S times 2. 
The saving will diminish the lower the value 
for S, and will also diminish if the parent's 
dividend policy is conservative. 

The general conclusions thus far are that if the 
subsidiary’s profits are likely to exceed £12,000, 
it will always pay to group; if the subsidiary’s 
profits are likely to be below £2,000, it will always 
pay not to group. If the profits of the subsidiary 
are likely to be between {£2,000 and £12,000, 
the probable degree of conservatism of the 
parent’s dividend policy will be the main de- 
termining factor. For a conservative dividend 
policy, e.g. 2=4, it will pay to group if profits 
wil exceed £2,743. For a fairly full dividend 
policy, e.g. 2=2, it will pay to group if profits 
will exceed £5,647. 


Ungrouped Inter-company Transactions 


A further series of formulae can be established 
to help in arriving at decisions which have to be 
made in connection with inter-company trans- 
actions. In the usual relationship between parent 
and ungrouped subsidiary, it is quite common to 
find that charges have to be made by one company 
to the other. Sometimes the amount to be charged 
is quite optional; for example, a sale of goods 
" could be made to the associated company at cost, 
or alternatively at a price which included a profit 
mar 

Subject to the exception in (c) below, it will 

normally be preferable, for profits tax purposes, 
to select that price which will enhance the parent's 
profits and depress those of the subsidiary. Where 
M is the margin of profit or difference between 
the two alternative prices open to be adopted, 
the profits tax saving resulting from adoption of 
the more advantageous course may be calculated 
according to the following formulae: 

(a) Where the subsidiary's profits will still remain 
over £12,000, despite adopting the price which 
is less favourable to its profits, the saving in 
profits tax by adopting that course 18 27 per cent 


=%, the benefit 
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of M times &; in other words, the saving in tax is 
proportionate to the conservatism of the parent’s 
dividend policy as well as to the amount of the. 
difference between the two prices. 

(b) If the subsidiary’s profits will still remain some- 
where between {2,000 and £12,000, and would 
have been within that range if the other course 
had been adopted, the saving of profits tax by 
seeing to it that the parent has the advantage in 
profits, is represented by 6 per cent of M+ 
27 per cent of M times %. Again, the more 
conservative the dividend policy the greater is 
the saving. 

(c) A contrary position arises where the mabe: 
sidiary's profits are below £2,000. If the choice 
of price was such as to worsen the subsidiary’s 
profit, but still leaving it above nil, this would 
entail a payment of additional profits tax, that 
additional tax being calculated as 3 per cent of 
M-+27 per cent of M times 2. In this case, 
the more liberal the dividend policy, the greater 
would be the additional tax. From the foregoing 
it is clear that in this case the more beneficial 
policy is to give the advantage i in price to the 
subsidiary company. 


Policy on Inter-company Transactions 


It is apparent that where a discretion as tog 
price on inter-company . transactions exists, , 
and the subsidiary is ungrouped, the policy ` 
should be to keep as much profit as is practicable 
in the parent company where in any event the 
subsidiary will earn over £2,000. If, however, 
the subsidiary appears likely to earn less than 
£2,000, it is better to adopt that price which will 
enhance the subsidiary's profits and depress those 
of the parent. 

As 18 well known, the optimum profit level for 
an ungrouped small subsidiary is £2,000, at 
which figure the maximum profits tax saving com- 
pared with grouping will be achieved. The maxi- 
mum saving of £600, i.e. 30 per cent of £2,000, 
is available where the parent makes full distri- 
bution of its combined profits. Where the parent 
makes partial distribution only, and the sub- 
sidiary's profit. is bm ooo, the saving by non- 
grouping is {60+ times P. 540. 

In the foregoing formulae the figures of 3, 27 
and 30 per cent will be at once recognized by _ 
accountants and adaptation of the formulae to 
take account of any future changes in profits tax 
rates will be readily made. It should, however, be 
noted that in paragraph (ii), on page 445, the figure 
of 33 per cent represents 30 per cent times $—3 
per cent. In paragraph (b), above, the figure of 6 
per cent represents 30 per cent divided by 5. 
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THE ULTIMATE RESPONSIBILITY 


The e deg s Recourse Against the Employee Wrongdoer 
by A BARRISTER-AT-LAW 


HE recent case of Lister v. Romford Ice 

and Cold Storage Co Ltd ([1957] 2 W.L.R. 

159), which has just been reported from 

the House of Lords, has aroused some interest 

among both the lawyers and the public. The 

lawyers have seen in it the confirmation of a 

-point which has long been urged in the text- 

books but not previously contested in the Courts; 

public interest has been aroused in the somewhat 

unusual facts of the case, and the way in which 

the Courts have arrived at a result which satisfies 

the requirements of both practical and poetic 
justice. 

Lister, the man who appealed to the House of 
Lords and gave his name to the case, was a 
lorry-driver in the employ of a limited company 

.called the Romford Ice and Cold Storage Co 
Ltd. In the same employ was Lister's father, 
who at the time of the events which led to the 

. lawsuit under discussion, was working as mate 
to his lorry-driver son. One day in January 1949 
the two men went to a slaughter-house in 
Romford to collect some material, and the son, 
in backing the lorry, injured his father, who had 
previously alighted. 


The Father's Claim | 

The father, exercising the right of any employee 
who is injured at work, commenced an action 
against his employer, alleging that his injuries 
were due to the carelessness of the lorry-driver 
son. The action was heard four years later before 
a a judge of the High Court, who found that the 
accident was due to the carelessness of both 
father and son, the son being two-thirds to blame. 
He accordingly awarded the father £1,600, two- 
thirds of the estimated compensation for his 
injuries, against the company employer, as being 

vicariously liable for the negligence of the son. 
Meanwhile the company had issued a writ 
against the son, claiming from him the whole of 
the sum payable to the father. The claim of the 
_ company was based upon two grounds: the first 
ground was for damages for breach of contract, 
on the basis that the son was bound, as an 


implied term of his contract of employment, to 


exercise due care in the driving of the lorry, and 
had failed to do so. The alternative ground of 
claim was that the son owed an indemnity to the 
company: the two were jointly liable to a third 


party in tort, and since the Law Reform (Married 
Women and Tortfeasors) Act, 1:935 (if not 
before), the company, as being a guiltless party, 
was entitled to a complete indemnity from the 
son, who was the only one who had actually 
done the wrongful act which gave rise to the 
liability to compensate the father. 


The Company Succeeds 

Upon this claim the company have now been 
successful, first in the High Court, then in the 
Court of Appeal, and now in the House of Lords. 
The arguments advanced on behalf of the son 
have changed in emphasis and in substance in 
the various Courts, and have been upheld in 
part by dissenting judgments, but the arguments 
on behalf of the company have prevailed from 
first to last. 

The battle has apparently been fought be- 
tween two insurance companies, but this does 
not appear in the judgments and does not in any 
way diminish the value of the decision on the 
straightforward principle of law which has been 
affirmed, rather than established, by this decision. 
When an employer is held vicariously responsible 
for the actions of an employee which have re- 
sulted in a legal liability towards third parties, 
the employer has recourse against the employee 
who committed the wrong, and may recover 
from him the whole of the costs incurred as a 
result of the employee's actions. 

The judgments of the House of Lords which 
established this principle for the first time in the 
Courts (it had previously been affirmed by all 
the academic lawyers but apparently not put to 
the test) were based principally upon the grounds 
that there is an implied term in the contract of 
service of the employee that he will use due 
diligence in his work: in consequence, any care- 
lessness which leads his employer into a liability 
towards outside parties, just as any carelessness 
which leads the employer into direct expense, 
may be recovered from the employee as the 
normal measure of damages for breach of con- 
tract. 

In basic principles little could be simpler, and 
the fact that the person injured happened to be 
the father of the man who was careless at his work 
was, like the eternal flowers that bloom in the 
spring, nothing to do with the case. Nor éven 
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had it anything to do with the case that the 
injured man was in the same employment as the 
lorry-driver. lf the injury bad occurred to a 
pedestrian who had been passing the entrance 
to the slaughter-house and had been injured by 
negligent backing of the lorry, the claim against 
the company for compensation, and the com- 
pany's claim against the lorry-driver for damages 
or an indemnity, could have proceeded on exactly 
the same basis, and the judgments of the House 
of Lords would have been in many respects 
similar. The arguments directed to the Courts 
might well have proceeded in a different way in 
some respects, but the basic principle which has 
emerged from this case would have been the 
same. 


Common Employment 

One or two points of interest emerge, neverthe- 
less, from the particular facts of this case. The 
first, and perhaps most familiar, lies in the claim 
of the father: his was a claim against his employer 
for the carelessness of a fellow-employee, which 
would not so many years ago have failed on the 
doctrine of common enjoyment. It used to be 
considered an implied term of a contract of 
employment that the employed person was 
willing to accept all risks arising from the negli- 
gence of his fellow workers, but that doctrine 
was repealed by the Law Reform (Personal 
Injuries) Act, 1948. Since that date, the employer 
has been responsible to an employee for all the 
negligence of fellow employees, though not, of 
course, for the negligence of the injured man 
himself, in case of an industrial accident. 

'The fact, therefore, that the injured man was 
a fellow-employee does not affect the judgment 
in this case, nor does the fact that he was related 
to the wrongdoer, for if the lorry-driver son had 
injured an outsider, the principle would, as men- 
tioned above, have been exactly the same. 

The next point of interest lies in the basis of 
the decisions of the House of Lords. The claim 
of the company employer, it will be remembered, 
was expressed in two alternative ways: the first 
claim was for damages for breach of an implied 
term in the contract of service, that the son would 
use all reasonable skill in the performance of his 
duties for the company as their lorry-driver. As 
the claim eventually succeeded on this ground 
alone, it is only a matter of passing interest that 
the House of Lords also considered the lorry- 
driver liable to indemnify the employing com- 
pany on the basis that it was his wrongful act 
which had led to the joint liability (of company 
and son) to the father: on principle, therefore, 
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and under the Law Reform (Married Women 
and Tortfeasors) Act, 1935, the company, as an 
innocent party in the original negligence, could ~ 
claim a complete indemnity. (The son, it will be 
noted, is equally liable directly to his father in 
negligence, though for obvious reasons the father 
apparently chose to sue. the employing company 
alone.) 

Even before the Act of 1935 gave the innocent 
party such a right to indemnity (or to partners in 
tort who were equally to blame a right of con- 
tribution from each other) it was thought by the 
academic lawyers that the employer had such a> 
right of indemnity against an employee who 
involved the employer vicariously in tortious 
liability. This point was touched upon by the 
House of Lords, but as it was purely academic 
in the circumstances, only passing expressions of 
opinion were given. 


Insurance Interests 


It was suggested on behalf of the son, during the. 
later hearings of the company's claim against 
him, that the company were debarred from mak- 
ing a claim for negligence because it was ans 
implied term of the son's employment as a lorry- 
driver that the company would keep him end 
against third party claims. This claim failed 
before the House of Lords for various reasons, 
perhaps the most cogent being the very strong 
principle of law that the insurance cover of one 
or other of the parties to a lawsuit cannot affect 
their legal rights and liabilities against and 
towards each other. This is a principle which 
does much to keep simple the application of the 
laws of this country: if it were once breached, 
the logical consequences would be impossible fo... 
follow. 

Unfortunately, in this case, the logical results 
of ignoring the realities of insurance are not at 
all satisfactory. Lord Radcliffe drew attention in 
his dissenting judgment in the House of Lords to 
a serious anomaly in the position: if the injured 
person sues the employee alone, as he is quite 
entitled to do, the insurance company must pay 
and can have no recourse against the employee 
himself: he is in the position of any other insured 
car driver who is sued after an accident. If, on. 
the other hand, the injured person chooses the 
more usual course and sues the employer either 
alone or jointly with the employee, the insurance 
company can apparently, as in this case, claim 
an indemnity or damages from the employee. 
Whatever peace may be, justice is unfortunately 
not one and indivisible. 
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THE EACHEQUER'S ANTECEDENTS 


by R. ROBERT, A GIS, 


Treasury’, and it is the Chancellor of the 
Exchequer, of course, who presents us, 
usually at about Easter time, with his annual 
Budget. Antedating Parliament, the Exchequer 
may well claim to be the most characteristic and 
oldest of all our institutions. Some of its more 
ardent champions assert boldly that, by virtue 
-of its methodical collection and disbursement of 
money in times past, it laid the foundations of 
England’s commercial greatness. 
Twelfth-century England was not yet great, 
and its commerce was restricted. But already, as 
we know from the Dialogus de Scaccario, written 
by a learned Bishop of London, there was estab- 
lished at Westminster a permanent 'Court of the 
Exchequer', which dealt with the royal finances. 
To think of it, however, as a primitive place, 
with a semi-literate staff would be quite incorrect. 
No greater, or more efficient, financial unit existed 
_in the entire kingdom, and it was the model for all 
baronial, municipal, and commercial enterprises. 
Weights and measures were regulated by the Ex- 
chequer, and it maintained the standard of the 
coinage. Some of the functions now performed 
by the Bank of England and the Treasury were 
then carried out under one roof. In the depart- 
ments of the 'scriptorium' and the ‘receipt’ were 
employed many of the leading scholars of the day. 


sk name ‘Exchequer’ means simply ‘State 


The Exchequer in a Garden 
Westminster, under Henry I, was a pleasanter 
place than it is today. Salmon could be caught in 
the Fhames, and the Palace of Westminster, to- 
gether with the Exchequer, was to be found in a 
pleasant riverside garden. There was an Upper 
and a Lower Exchequer, the former being housed 
palatially in a court room and council chamber, 
whilst the latter was a workaday counting-house. 
No one of lower rank than a baron was admitted 
to the inner chamber, and two burly door-keepers 
were there to enforce the rule. 

Each department, upper and lower, had its own 
officers, and an interesting list survives from the 
-reign of Henry II, in which they are all named: 
president, chancellor, treasurer, chamberlain, 
cutter of the tallies, weigher, and knight assayer. 
In addition to these were many minor officials: 
scribes, clerks, constables, tellers, watchmen, and 
so on. 

A representative of the monarch, the Justiciar, 


was usually appointed president of the Upper 
Exchequer, and the Chancellor — custodian of the 
Great Seal — was charged with responsibility for 
checking the records and accounts kept by the 
Treasurer. The duties and authorities of these 
officials, as well as the general constitution of the 
Exchequer, were settled by the fourteenth 
century, though it was not until Elizabethan 
times that the volume of business rose to its peak. 

Queen Elizabeth I, in 1593, paid her Lord 
High ‘Treasurer a salary of £368 per annum and 
his robes. The Chancellor of the Exchequer 
(whose office now carries a salary of {£5,000 a 
year) had to be content with £113 6s 8d — and 
his livery! 


The Table with the Russett Cloth 
How the Exchequer came by its name can only be 
explained by turning back the pages of history. 
The reader is asked to imagine himself, ‘on the 


morrow of the close of Easter’, within the tap- 


estried walls of the upper chamber, in a company 
of rough, twelfth-century barons. Sunshine is 
pouring in through the mullioned windows to 
illuminate a table, not unlike a billiard table in 
appearance, covered with a ‘chequered’ cloth — 
that is to say, a cloth marked out with squares, 
very much like a chess board. It is this legendary 


_ table, measuring some ro ft. by 5 ft., covered 


with a russet cloth, and surrounded by a high 
ledge, which gave its name not only to the room 
in which it stood, but to the entire revenue. 

At Easter time, the business of the Exchequer 
was in full swing, and Westminster swarmed with 
‘shire reeves’, or sheriffs, from all over the land. 
These men — high-born and wealthy, but often 
illiterate — were responsible for keeping the peace, 
administering justice, and presiding over elections 
in their counties. They were also charged with 
collection of the county ‘farms’ or dues, as 
entered upon a Great Roll. This was, in effect, 
an official register of all moneys due to the 


Crown and payable at the Exchequer, and a 


new edition of it had to be prepared every 
year, Just as the Domesday Book recorded the 
extent of the desmesnes, so did the Great Roll 
evidence the amount of the king’s levy, or tax, 
which was payable half on account at Easter time, 
and the balance at Michaelmas, when the Court 
of the Exchequer held a second session. 

The squares on the Exchequer cloth were 
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marked out with chalk and the object of the whole 
procedure was to form columns and. spaces of 
account, and to facilitate the process of reckoning. 
Round the table sat the Exchequer officials and 
their subordinates; and here the sheriffs came at 
Michaelmas to close their annual accounts. At 
the head of the table sat the president or Justiciar, 
with the Chancellor on his left and the Constable 
on his right. Robes of scarlet and black lent a 
touch of vivid colour to the scene. 


A The Chess Game 


Now for a few details about the curious ludus 
computatorium, or ‘game of money counters’, 
played on these occasions. The ‘battle’ was be- 
tween the king as plaintiff and the debtors as 
‘defendants’ — or put in another way, between the 
‘Treasury and the sheriffs. The latter were under 
obligation to collect and remit the farms of their 
counties, and at the Easter session had made a 
‘proffer’ of, and paid, one-half of the amounts 
due as shown on the Great Roll. They were also 
entitled to bring into the final, Michaelmas, 
reckoning any allowances to which they were 
entitled in the form of alms, tithes, and such 
casual disbursements as were authorized by the 
king's writ, or by custom of the Exchequer. These 
could be deducted, and there then usually re- 
mained a balance in the monarch's favour, which 
would be handed over by the sheriff in the form 
of silver pennies — at that time the only English 
coins in circulation. 

The 'chess game' was fundamentally nothing 
more than a mechanical aid to the determination 
of the balance, debit or credit, on the sheriff's 
account. By way of opening gambit, the Treasurer 
called upon his opponent to declare his readiness 
to ‘render account’. On receiving the sheriff’ S 
affirmative he made the opening move — ‘pawn 
to king four' in chess parlance. Learned clerks 
turned the membranes of their rolls to make com- 
parisons with the entries of previous years, and 
the Chamberlain's sergeants heaped upon the 
table a quantity of gold and silver counters, 
easily distinguishable from the sterling coins, 
together with warrants and tallies representing 
the sheriff's credit in the treasury. 


Setting up the ‘Board’ 
At this.point the official Calculator rose from 
his seat, and referring to the Roll set up the 
*board' in such a way that each separate entry 
of the 'farm of the county' was represented in 
the squares. The counters, in their totality, 
represented the amount due to the sovereign. 
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Next, the Calculator sorted out the credit heap 
before him, and arranged the counters beside 
the others so that when everything was com- 
pleted, there were two groups. The final process 
consisted of a series of rapid ‘exchanges’. The 
Calculator subtracted a counter first from one 
side, then from the other until one side was 
exhausted. Usually, the outcome of the game was 
that the monarch remained in possession of the 
board, and the counters left in the squares repre- 
sented the indebtedness of the sheriff. When, as 
sometimes happened, there were no counters left 
on either side the sheriff was 'quit'. P 
Certainly it was an extraordinary form of con- 
test, and to us the need for it is almost incompre- 
hensible, until we remember that the ludus 
computatorium was devised for an age in which 
comparatively few people could read and write, 


and fewer still could make simple additions with- 


out the use of their fingers. 


The Trial of the Pyx 


Among the officials of the Lower Exchequer was 
a Master of the Assays, who with his working 
subordinates, assayer and four tellers, was re- 
sponsible for counting the vast quantities of silver ^ 
pennies that poured into the Exchequer, for 
making them up into ‘rouleaux’ of £100, and for 
placing them in safe custody. At one time, the 
only test of the standard of the currency was to 
count out a sample 240 pence and weigh them 
in the presence of the sheriff. A 'tolerance' of 
sixpence in the pound was allowed as the limit for 
any deficiency. 

Later, during the reign of Henry II, when the 
fineness of the currency had begun to deteriorate, . 
the Exchequer insisted that the sheriff, having 
nominally cleared his indebtness, should also~* 
proceed to assay. Accompanied by the Master of 
the Assays, and two other sheriffs nominated by 
the Treasurer, he went to have his coin put to the 
test of the furnace. The sample pound was thrown 
into the melting-pot and when reduced to liquid 
mass, skimmed of its dross. In the upper chamber 
of the Exchequer, the silver bullion resulting from 
the assay was weighed against a standard pound, 
and any loss had to be made good on the entire 
sum which the sheriff had remitted on behalf o 
his county. 

This ceremony was known as the “Trial of de 
Pyx', and 1s still performed, though in modified 
form, by members of the Goldsmith’s Company, 
when they examine newly-minted coins. The 
Pye is the chest in which such sample coins are 

ept. 
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The Proposed Integration Scheme 


A special meeting of members of The Thstitute of 
Chartered Áccountants in England and Wales, in con- 
nection with the scheme to integrate The Society of 
Incorporated Accountants with the Institute, was 
held last Wednesday afternoon. The purpose of the 
meeting was to confirm the resolution passed at the 
meeting in the Royal Festival Hall on February 19th 
and subsequently approved by a poll of the whole 
Bietbbersip. 

. As, owing to the Easter holiday, this issue went to 
press before the result of the meeting was known, a 
full report will appear in next week's issue. 


Factory Building Plans 


Further evidence of decline from the peak of the 
investment boom is provided by the Board of Trade 
provisional figures for plans for new industrial build- 
ing in the first quarter of 1957. The number of 
schemes for which approval was given during the 
quarter was 590 and the area (e million sq. ft. 
This compares with 762, totaling 21:7 million sq. 
ft, for the corresponding period of 1956. The peak 
figure, however, was reached in the second quarter 
of 1955 when 860 schemes, representing an area of 
29:9 million sq. ft, were approved. On the basis 
of area, therefore, the figures for the first quarter 
of 1957 are well under half the 1955 maximum. 

It has been estimated that in the first nine months 
of 1956, the volume of work started was probably about 
16 per cent lower than in the same period of 1955. 
The time-lag between the granting of approval and 
the start of construction varies a good deal, but for 
small schemes probably averages about six months 
as against nine months or a year for large schemes. 

The Board of Trade have forecast a 7 per cent drop 
in the value of new factory building completed this 
year-and this seems likely to be borne out. 


The United Kingdom Share 
of World Exports 


Figures showing the United Kingdom share of world 
exports, which were prepared by a working party of 
United Kingdom Government departments and 
published in the Board of Trade journal, are of 
particular relevance in relation to the present conflict 
over wages. The buoyancy of total British exports, 
and particularly exports of engineering products, in 
the last two years has tended to obscure the fact that 
the United Kingdom proportion of total world trade 


has been declining. Between 1951 and 1955 the 


United Kingdom share of total world exports has 
fallen from 21:3 per cent to 19:o per cent, while the 
German share has risen from 9-7 per cent to 14:9 per 
cent. Other countries whose share of world exports has 
increased include Canada (from 5-4 to 5-9 per cent) 
and Japan (from 4:1 to ro per cent). The United 


_ States share fell from 25:6 to 23°6 per cent and that 
‘of other O.E.E.C. countries from 33:8 to 31:5 per 
cent. Proportionally the fall in the United Kingdom 
share of world trade has been greater than in that of 
any other country or group of countries considered. 

- The report considers the argument that the main 
reason for the fall in the United Kingdom share of 
world exports has been the exceptional dependence 
of United Kingdom trade on the sterling area. The 
report concludes that only about a quarter of the 
decline can be attributed to this cause, since if it 
had been possible to preserve the 1951 share of exports 
of each commodity to each country, the decline would 
have been only op per cent. The conclusion reached 
is therefore not so much that the United Kingdom is 
selling the wrong goods in the wrong markets, as that 
there has been a general decline in United Kingdom 
exports of most commodities to the majority of 
markets. This may have been due to lack of sufficient 
export effort or to a decline in competitive power. 
A fall of 2:3 per cent may not appear large but the 
report shows that it was equivalent to £300 million in 


1955. : 


Wages in ‘Germany 


The evidence submitted by the employers to the 
Courts of Inquiry into shipbuilding and engineering 
wages has emphasized the effect of continued wage 
increases on the-competitive position of British 
manufacturers in export markets. At the beginning 
of April it was announced that hourly wages of a 
large number of workers in Western Germany were 
being raised by between 7 and 1o per cent, though 
no specific announcement was made in relation to 
wages in engineering. For industry as a whole, 
German earnings in 1956 rose by ro per cent com- 
pared with the previous year, as a rise of 


. 8 per cent in the United Kingdom. For investment 


goods industries, the rise in Germany was 9:3 per 
cent and in the United Kingdom 8-2 per cent. 

German wages at first sight appear to be lower 
than those in this country, the rise in the case of the 
engineering industry being from 43d per hour in 
1955 to 47d in 1956, as against 57d and 62d, re- 
spectively, in this country. German employers, how- 
ever, carry a relatively heavier burden in respect of 
social services, pensions, cheap housing and holidays 
and there is probably little difference in total earnings 
as between the two countries. 

The main advantage derived by Germany i in 1956 
was in respect of increased productivity. While out- 
put in the British engineering industries as a whole. 
fell below output in the previous year, in Germany 
there was an increase of about 9 per cent. The 
average increase in labour cost in the United Kingdom 
at a per cent was thus a good deal ind than the 

German figure of 6 per cent. 
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Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Proposed Integration Scheme 
Sir, - You were good enough to publish, in your 
issue of January rgth, my letter drawing attention 
to the unfair treatment proposed in the integration 
scheme for the minority of the members of The 
Society of Incorporated Accountants who qualified 
by reason of experience gained: 

(a) in the public service; or 

b) overseas. 

addition to making representations to the 
Society and the three Institutes requesting suitable 
modifications to the scheme, I wrote on February oth 
to the members in Great Britain who appeared from 
the 1955 list of members and subsequent examination 
pass ie to be in the public service and as such in 
category (a) above. So far, 640 replies have been 
réceived promising support for the amendment 
which I propose to arrange to be moved at the extra- 
ordinary general meeting of the Society. 

It is clear to me that there must be a further 
number of members who are adversely affected but 
who did not recetve a copy of my letter dated 
February oth. I should be very glad to hear from any 
of these so that they may join forces with us in 
pressing for amendment of the scheme ‘to provide 
equal rights for all existing members of the Society 
and candidates in course of qualification’. 

I wrote in January to the secretaries of the overseas 
branches and district societies and, in reply, the two 
district societies in India have indicated that their 
members will support my proposed amendment. It 
appears that in the other countries, the local com- 
mittees are not prepared to advise members of the 
steps which I am taking. If any of the overseas 
members reading this letter have not heard previously 
of my efforts and would like to join with us I should 
be grateful if they would write to me at.the address 
given below. Yours faithfully, 

B. V. PIGGOTT, 
A.S.A.A., A.L.M.T.A., A.C.W.A., A.C.LS. 

*Singledeck', Limes Avenue, 

Bramford, Ipswich, 

Suffolk, England. 


Accountants and Executorships 


Sm, ~ As a banker I cannot allow ‘Executor’s’ letter 
under this heading and appearing in your issue of 
April 6th, 1957, to pass without comment. 

"The task of executorship could not perhaps be 
placed to better advantage than in the hands of a 
bank, an institution to which 'Executor' appears 
particularly averse. 

Being limited companies, the larger banks can 
ensure continuity, which in itself is no small factor in 
establishing a trust. The main joint-stock banks all 


have separate Trustee Departments which specialize 
in executorship and trusteeship and which are 
operated by men trained and qualified in their calling. 

Can 'Executor' claim to be 'especially fitted to act 
as executor' as compared with men who spend their 
lives studying the complex law and practice of 


trustee work? Yours faithfully, 
Evesham, Worcs. R. G. SCOTT. 


—— 


Replacement Cost 
Sir, - I was intrigued by Mr Clayton's letter in your 
issue of March 3oth. His tables of profit comparison 
on the Associated Electrical Industries Ltd accounts 
were most interesting and instructive, but I feel that 
Table 3, in which Mr Clayton showed a comparison 
of 1955 results against the possible 1956 results if the 
company had continued to adhere to the 'replace- 
ment cost' method, indicated only too obviously the 
reason why the company had abandoned replacement 
cost. Mr Clayton's assumed figures for 1956 indicate 
that on a replacement cost basis the resultant profit 
falls short of the dividends declared. This reformation. 
would thus appear to have arisen from the expediency 
of ‘window dressing',. not from a ‘dispassionate 
re-appraisal of recommendation XV'. 

The directors no doubt pondered on the possible 
adverse effects on the company's share quotation of a 
situation where the dividend declared exceeds the 
profit available for distribution. They no doubt felt it 
imperative to protect the shareholder from himself 
by recasting the accounts, and who can say they had 
not good grounds for this action. 

But, as with accountants generally, have not the 
directors overlooked a very important person in their 
calculations? Accounts are prepared to satisfy the 
shareholders (or perhaps the Board of Trade), butthe’ 
figures are also read with interest by the trade unionist. 

The trade unions base their pay claims to some 
extent on the published accounts (at least, they do 
when profits are rising). They see the figure of profit, 
taken after depreciation based on historical costs, and, 
whether or not a 'reserve' for replacement cost is 
subsequently deducted, base their claim on this 
‘profit’. They know that the directors consider this 
profit to be available to the shareholders - in dividends 
and reserves (capital appreciation!) They are not 
interested to find whether this profit is capable of 
distribution or not; although presumably the whole of- 
the reserve now freed in this particular case, plus part 
of the past free reserves (sufficient to cover the 
deficiency of current profits as against the current 
year's requirements for meeting future replacement 
costs), will be needed to finance future activities in 
order to maintain production. 

The trade unions would no doubt concentrate here 
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on the surplus of the ‘balance available for appropri- 
ation’ over the dividend paid — observing both an 
increased surplus, as against the previous year, and 
an increased dividend; this, even though in fact 
profits have halved, i.e. the stated ‘profit’ after 
taxation. This surplus i is quite large, thus giving the 
trade unions considerable incentive in demanding a 
share of this ‘surplus’. Who can blame the trade 
unionist for agitating for his share of the non-existent 
profitl 

Replacement costs have Bein discussed ad nauseam 
and, as the inflationary pressure appears to be slacken- 
ing for the moment, the problems arising from 
inflation are being pushed into the background. But 
even if no further depreciation takes place in the 
value of money, companies retooling their factories 
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in the future — and the present- will nevertheless 
be hard hit by past inflation. And these future 
problems will be aggravated by the high wage bills 
which will follow the current industrial unrest — 
unrest fomented in part by the form in which com- 
pany accounts are prepared. 
Yours faithfully, 
Torquay. L. TRUMAN. 


Sales Ledgers: Monthly Balancing 


SIR, — Could any reader state his experience in the 
establishment of a routine for ‘staggered’ balancing 
of sales ledgers in preference to the usual month end 


balancing. Yours faithfully, 
Bristol. L. C. WORRALL. 


Taxation Cases 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the ‘Annotated Tax Cases’. 


Hood Barrs v. C.I.R. 
In the House of Lords — March 14th, 1957 


(Before Viscount Srmonps, Lord OAKSEY, 
Lord Morton or Henryron, Lord COHEN and 
Lord KEITH OF AVONHOLM) 


Income tax —~Trade—Saw-mill and joinery works — 
Purchase of standing timber — Whether sums paid there- 
for deductible — Income Tax Act, 1952, Schedule D, 
Case I — Sale of Goods Act, 1893, Section 62 (1) — 
Growing Trees and Home Grown Round Timber in the 
Log (No. 3) Order, 1946 (No. 2209). 

The appellant carried on the business of a timber 
merchant, saw-miller and joiner. By agreements 
dated September 30th, 1947, and September 3oth, 
1948, he agreed to buy from a company the growing 
timber specified in the contracts for {24,275 and 
£24,900 respectively, and he duly paid those sums 
to the company. The number of trees affected by the 
agreements was very large. Under the agreements the 
appellant was enabled to select which trees he would 
take, up to a specified number of each type of tree, 
and in the case of one agreement, of a specified 
average size. No time limit was set under either of 
the agreements to the appellant's right to sever. The 
appellant was a shareholder and director of the vendor 
company. 

The appellant appealed to the General Com- 
missioners against assessments for 1947-48 to 
1951-52, and contended that the {24,275 and the 


£24,900 were sums paid for the purchase of trading. 


Stock and were, therefore, deductible in computing 
his profits for tax purposes. The General Com- 
missioners decided to uphold the assessments ap- 
pealed against. They afterwards informed the parties 
that this decision was merely one of principle and 
not intended to uphold the actual figures of assess- 
ments, and that they had decided that the two sums 
in question were capital payments. On an appeal by 


the appellant to the Court of Session the Court 
remitted the stated case to the General Commissioners 
to make other findings of the facts upon which they 
had arrived at their decision. The General Com- 
missioners issued what were described as further 
findi and later they issued other findings in 
'clarification of and to be read in conjunction with' 
the original findings. These two sets of findings were 
issued without the parties having been further 
heard. The General Commissioners did not alter 
their original decision although their further findings 
were in part contradictory to it. 

Held ( ing the interlocutor of the Court of 
Session), that the General Commissioners' original 
finding that the two sums in question were capital 
expenditure was well founded since under the 
agreements the appellant had acquired an enduring 
right to cut timber and not stock-in-trade. 


Smethurst v. Davy 
In the High Court of Justice (Chancery Division) 

February 26th, 1957 

(Before Mr Justice WvNN-PARRY) 

Income tax — Permission to excavate gravel — Whether 
a sale or a granting of a profit à prendre ~ Whether a 
right to use land — [Income Tax Act, 1918, Schedule A, 
No. III, Rule 3 -— Finance Act, 1934, Section 21 — 
Finance Act, 1948, Section 31 (1) (d). 

À gravel-merchanting company wrote to the 
respondent's agent asking permission to excavate an 
approximately stated quantity of gravel. The yd 
mission was granted, and the company paid 2s 
cubic yard BE gravel excavated. The gravel formed 
part of existing gravel pits, but there was no evidence 
to show whether the gravel was lying loose or whether 
it was worked or unworked gravel. 

It was contended on behalf of the appellant that 
the transaction was the granting of a profit d prendre, 
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and that the payments in question were payments 
for a right to use land within Section 31 (1) (d) of the 
Finance Act, 1948. It was contended on behalf of 
the respondent that the payments were payments of 
a price for gravel sold. ‘The Special Commissioners 
decided in favour of the respondent. E 

Held, that on the evidence the transaction was the 
grant of a profit à prendre and that the payments were 

r a right to use land, so that they were within 
Section 31 (x) (d) of the Finance Áct, 1948. 


In re Flower's Settlement Trusts 
In the Court of Appeal - January 25th, 1957 
(Before the MASTER or THE Bos (Lord EvERSHED), 
Lord Justice Jenkins and Lord Justice ORMEROD) 
Estate duty — Trust for settlor’s life — That trust invalid 

- Whether a resulting trust during settlor’s lifetime — 
Whether subsequent interests accelerated — Finance Act, 
1894, Section I. 

By a deed of settlement made in 1936 the settlor 
directed the trustees to stand possessed of the trust 
assets during his lifetime, and, by clause 2, to apply 
the income for. such charitable and benevolent 
purposes as they might from time.to time direct, with 


power to accumulate income. The objects of this 


Finance and Commerce 


Support for industrial equities remains the persistent 
feature in the stock-markets. The Budget did nothing 
to dissuade equity buying and the March trade 
returns, coupled with evidence of buoyant export 
trade conditions, have fostered new buying. Against 
the strength in equities the gilt-edged section has 
remained subdued. 


C. F. Taylor 


The accounts this week are those of C. F. Taylor & 
Co Ltd, mohair and worsted spinners, of Shipley. 
'These accounts provide the 'profit and loss' in the 
more easily understood modern form which, as will 
be seen in the reproduction, opens with group 
trading profit and moves downward in single column 
through group net profit to net profit of the parent 
company, the parent’s appropriations, and the 
balances carried forward by the parent and in the 
subsidiaries! books, the final figure being the con- 
solidated carry forward. 

Previously, one had a double-sided DE 
profit and loss account and appropriation account 
and a similar production for the parent company, 

and the view had to be obtained from the two sets 
of accounts. 

Mr D. Bulay-Watson, the chairman, refers in his 
statement to the progress made by the company in 
the development of various man-made fibres in con- 
junction with other raw materials. *I think it is worth 
mentioning,’ he says, ‘that but for the development 
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trust were not confined to purposes which according 
to law would be charitable. 

After the settlor's death the trustees were to hold ` 
the trust fund for the settlor's widow for life, and 
then were to hold the capital and any undistributed 
income for the three children in equal shares. The 
testator's wife predeceased her husband. The testator 
died in 1950. It was common ground that the 
discretionary trust under clause 2 was void ‘for 
uncertainty. At the date of the testator’s death there 
was a considerable amount of accumulated income. 

The Inland Revenue claimed estate duty on the 
settlor’s death on the basis that the invalidity of the 
trust under clause 2 had caused a resulting trust to 
arise in favour of the settlor during his lifetime. It^ 
was contended on behalf of the trustees that the 
invalidity of the trust under clause 2 had resulted in 
an acceleration of the interests of the children. 

Held (affirming the judgment of Mr Justice Upjohn), 
(1) that the principle of acceleration was applicable to 
trusts under settlements inter vtvos, (2) that the 
children's interests were not accelerated by the 
invalidity of the clause 2 trust; (3) that a resulting 
trust arose to the settlor in his lifetime; (4) that estate 
duty was payable on the passing of the trust assets 
on the settlor's death. 


of these man-made fibres over the last decade, in 
view of the world's increasing population and rising 
living standards, there would not be enough wool to 
meet the demand for textile fibres.’ It is an interesting 
angle on the position in view of the tendency that 
has existed to regard the man-made fibres as com- 
petitors of the natural. 


Covered by Certificate 


The question has been raised from time to time as to, 
whether facts and figures provided outside > the” 
accounts, but related to them, should be covered by 
an auditors’ certificate. In the 1956 annual publica- 
tion of Lombard Banking Ltd recently, we saw an 
affirmative answer, which readers may like to have 
for reference. 

This company provides a ‘Certified extract of con- 
solidated accounts’ which the auditors certify as 
having been extracted from the company's audited 
accounts for the years prior to 1950 and from the 
consolidated accounts thereafter, and to be in accord- 
ance with them. The extract shows at a glance the 
growth of the company over ten years; profits, taxa- 
tion, amounts reserved, shareholders! interest, divi- 
dends, etc. 

The goodwill attaching to the company's name 
has been built on hire-purchase finance provided, 
to a considerable extent, from deposits accepted from 
the investing public. The step has now been taken of 
divesting from the bank all hire-purchase transactions 
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which are now being conducted by Lombank Ltd 


or other subsidiary or associated companies. 


The report might now usefully be accompanied by: 


a statement of the group structure and how it all fits 
together in the consolidation. 


Dividend from Capital 


On January rst last, the Ever-Rest Shoe Co Ltd made 
a payment to its preference shareholders which 
purported 'to cover the three years' preference divi- 
dend down to December 31st, 1956, and was paid 
under deduction of tax at the rate of 8s 6d in the 
_pound’. Since the payment, the company has been 
“advised that ‘tax should not have been deducted 
from the payment which should have been treated 
as a gross payment of the sum actually paid. The 
dividend was in fact paid oüt of a capital reserve and 
therefore tax could not be deducted’. 


The position is illustrated by reference to a 
holder of 100 shares. The payment in such case was 


£8 12s 6d, being {15 gross less £6 7s 6d tax. As the 
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ayment made is to be treated as a gross payment, 
the shareholders are informed, there will be a balance 
of £6 75 6d ‘required to make up the gross dividend 
of £15'. It is expected that the £6 7s 6d per 100 shares 
will be paid next July, ‘subject to profits being made’, 
subject to:deduction of tax at the rate then prevailing. 
Shareholders were asked to return the tax deduction 
certificate when a new certificate showing payment 
without deduction would be sent, 

The curious thing is that there was no capital 
reserve in the last balance sheet dated June 5th, 1956. 
There is probably some further background informa- 
tion which has not come to our notice. 


Money Market 


The discount market's bid br Treasury bills was 

raised by 8d to £98 19s xod on April 15th. With 

outside competition heavy and applications totalling 

£415,730,000, the average rate was reduced to 

£4 05:9:36d per cent. At the higher bid the allotment 

basis was 54 per cent. Tis week's offer is {£240 
ion. 


- 


EN 





C. F. TAYLOR & CO., LIMITED and SUBSIDIARY COMPANIES 


CONSOLIDATED PROFIT and LOSS ACCOUNT, YEAR ENDED 31st DECEMBER, 1556 ` 











£ £ 
` 257,646 GROUP TRADING PROFIT OF THE YEAR 274,739 
Deduct:— 
22,916 Depreciation, less Surplus on Salas of Fixed Assets 24,226 
Directors’ Emoluments: 
1,250 Fees ^ £1,604 
Remuneration for. Ree and Managerial Services aaa Contributions to 
23,979 Pension Scheme : i Ss si de 26,959 
—— 48,145 ——- — 52,789 
209,501 ^ GROUP PROFIT OF THE YEAR BEFORE TAXATION. 221,950 
. PROVISIONS FOR TAXATION ON THE PROFITS AND DISTRIBUTIONS OF THE YEARS 
87,824 income Tax iss 96,398 
23,850 , Profits Tax 2s gei SS 29,500 
——— ž 141,674 : —  . 125,898 
ue 97,827 GROUP NET PROFIT OF THE YEAR S e 96,052 
z Ox 6,93 Provisions for Taxation In previous year, no , longer t Se Ss 1,424 
j 3ó6 Recoveries of pre-war Enemy Debts, less Excess Profits Tax thereon .. 26 
104,386 Kn E ER 97,502. 
11,884 Net Profit of Subsidiarias retained by.them 7,387 
92,502 NET PROFIT OF PARENT COMPANY : 96,115 
- Add:— - j 
327,531 Balance brought ewiri by Parent ‘Company 2a 273,353 
Deduct: — ` . 
97,000 Swag) Amount appropriated to Members as réie june, 1955, and Stamp Duty m cx Sie T — 
323,033 AVAILABLE BALANCE OF PARENT COMPANY 363 468 
NET DIVIDENDS PAID AND PROPOSED :— 
5,520 On the 6 per cene EE Preference Shares (paid) 5,520 
- On the Ordina 
16,560 Interim of Dis par e actual (paid) 16,560 
27,600 Final of 123 per cent. actual (proposed) . 27,600 
49,680 49,680 
273,353 BALANCE CARRIED FORWARD ON PROFIT AND LOSS ACCOUNT OF PARENT COMPANY 313,788 
Add:— 
43,100 Balances carried forward on Profit and Loss Accounts by Subsidiary Companies .. F 50,487 


BALANCE Gg ORAR ON PROFIT. is LOSS ne IN CODI GATED BALANCE 


£316,453 SHEET we ei 


a £364,275 
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| THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


REPORT OF THE COUNCIL FOR 1956 


We produce below the dnnual report of the Council of The Institute of Chartered 

Accountants in England and Wales for the year 1956 to be presented to the seventy- 

sixth annual meeting of the Institute which will be held on Wednesday, May 1st, 

. 1957, at 2 p.m. in the Hall of the Chartered Insurance Institute, 20 Aldermanbury, 
London, EC2. 


Scheme of Integration 


I. Àn event of the greatest importance to the Institute 
took place on December 2oth, 1956, when the Council sent 
to all members a booklet containing a scheme to integrate 
T'he Society of Incorporated Accountants with the Institute. 
À special meeting of members was. held at the Royal 
Festival Hall on ‘Tuesday, February 19th, 1957, when a 
resolution for the adoption of the Scheme was put to the 
members. 

2. On a show of hands the voting was 1,097 for the 
resolution and 278 against the resolution. A poll of all 
members was then demanded in accordance with the in- 
tention stated in the notice convening the meeting. Voting 
papers were issued on March 4th, 1957, together with a 
verbatim report of the proceedings at the special meeting on 
February 19th, 1957. On March 26th, 1957, the scrutineers 
reported the result of the poll: 10,242 votes in favour, 
4,340 votes against and 37 votes rejected. As this showed 
fnore than the majority required by clause 30 of the 
supplemental Royal Charter, namely, two-thirds of the 
members voting, the resolution has been passed and a con- 
firmatory meeting is to be held on Wednesday, April 17th, 
1957. Notices calling the confirmatory meeting were issued 
us ril 2nd, 1957. 

f the resolution is confirmed at the confirmatory 
GER application will be made to the Privy Council for 
approval of the amendments to the supplemental Royal 
Charter and the bye-laws. Thereafter further progress will 
depend upon whether the Scheme is adopted by the 
members of The Society of Incorporated Accountants. 
Meanwhile, parallel schemes are awaiting the decisions of 
the members of The Institute of Chartered Accountants of 
Scotland and of The Institute of Chartered Accountants 
in Ireland. 

4. The Council wishes to record its very great appreci- 
the work of the special committee, of the Council 
Jqr«sog indertook the difficult task of formulating the 
<mai and negotiating with the other bodies concerned. 
In particular the Council wishes to refer specially to Mr 
W. H. Lawson, C.B.E., B.A., F.C.A., the chairman of this 
special committee, who has devoted a great part of his 
time during the past two years to the work of the committee. 






Amendment of Bye-laws 44, 98 and 100 


5. À resolution amending bye-laws 44, 98 and 100 was 
ing at a special meeting of members on January ioth, 

1957, the purpose of the amendments bejng to ensure that 

members would later have an opportunity of voting on 
the Scheme of Integration referred to in paragraph x of 
this-report. The amendments to the three bye-laws were 
approved by the Privy Council on January 23rd, 1957, and 
therefore the amended bye-laws came into operation on 
that date. 


President and Vice-President 


6. At the meeting of the Council held on Wedneaday, 
June 6th, 1956, Mr Arthur Seymour Hamilton Dicker, 


ra Appendices, and references to them in the report, are not reproduced. — 


M.B.E., F.C.A., Norwich, was elected President for the 
ensuing year in succession to Mr William Speight 
Carrington, F.c.A., London. Mr William Halford Lawson, 
C.B.E., B.A., F.C.A., London, was elected Vice-President. 


Annual Church Service 


7. The annual church service was held at noon on 
Wednesday, July 4th, 1956, at St Margaret’s Church, Loth- 
bury, ECz, and was attended by the President and members 
of the Council as well as by a number of other members of 
the Institute. The Service was conducted by the Rector, the 
Rev. A. John Drewett, M.A., B.8C., and the Lesson was read 
by Mr A. S. H. Dicker, M.B.E., F.c.A., President of the 
Institute. 

8. The Service in 1957 will be held at noon on Wednes- 
day, July 3rd, at St Margaret's Church, Lothbury. The 
Council hopes that as many as possible of the members of 


the Institute will attend. 


Council and Committee Meetings 
9. During the year 1956 the Council met on 14 occasions, 
on II of which both special and ordinary meetings were 
held. The following committees held 157 meetings: 


Applications.. Ae Xd Investigation s 32 
Disciplinary .. .. 8 Library sec 
District Societies .. - 3 Overseas Relations .. 3 
Examination.. TEE - Parliamentary and Law 9 
Finance ; TS P: P. D. Leake . 


General Purposes gu EE Summer Course 5 
Special committees and sub-committees of standing 
committees .. g1 
The foregoing table does not include meetings with rep- 
resentatives of other bodies on matters requiring joint 
consideration; nor does it include Taxation and Research 
Committee meetings which are recorded separately in 


paragraph 78. 


Council Resignations 


10. The Council has to report with regret the resignianon 
of the following from membership of the Council: 

Mr Stanley William Cornwell, F.c.4. , Bristol, a member 
of the Council since 1934 and a past chairman of the 
District Societies Committee and the General Purposes 
Committee. 

Mr George Robert Freeman, F.c.a., London, a member 
of the Council since 1915 and President for the year 
1925-26. He was a past chairman of the Examination 
Committee, the Library Committee and the Parliamen- 
tary and Law Committee. 

*Mr Kenneth Alfred Edgar Moore, ¥.c.a., London, a 
member of the Council since 1951. 

Mr Percy Montague Rees, M.C., F.c.A., London, a 
member of the Council since 1944 and a past chairman 
of the Taxation and Research Committee. 

Sir Nicholas Edwin Waterhouse, K.B.E., M.A., F.C.A., 
London, a member of the Council since 1915 and 
President for the year 1928—29. He was a past chairman 
of the District Societies Committee. 


* Denotes member not in practice. 
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New Members of the Council Re 


1I. The vacancies on the Council caused by the resigna- 
tions reported above have been filed as follows and in 
accordance with bye-law 13 a resolution confirming the 
appointments will be submitted to the annual meeting: 


Mr Henry Alexander Benson, C.B.E., F.C.4., London. _ 
Mr Claude Croxton-Smith, M.A., LL. B., F.C.A., Bristol. 
1Mr Paul Dugan Irons, B.COM., A. c. A., Cowes. 

Mr James Henderson Mann, M.B. E., M.A., 
London. 
Mr Walter Edmund Parker, C.B.E., F.C.4., London. 


F.C.A., 


Retirement and Election of Members of the Council 


12. The following nine members of the Council retire 
under bye-law 5 and are eligible for re-election. The names 
of thé members have been referred to the district societies 
‘concerned and no other names have been submitted. The 
Council recommends the re-election of all nine members: 


‘Mr Henry Alexander Benson, C.B.Z., F.C.4., London. 

Mr Percy Frederick Carpenter, F.c.4., London. 

Mr Donald Victor House, F.c.a., London. 

‘Sir Harold Gibson Howitt, G.B.E., D.8.0., M.C., D.C.L., 
F.C.A., London. 

Mr James Henderson Mann, M. B.E, M.A., 
London. 

Mr Lawrence William Robson, F.c.a., London. 

Mr George Forrest Saunders, F.c.a., Liverpool. 

Mr Gilbert David Shepherd, M.5.E., F.C.A., Cardiff. 

Mir Robert Pearson Winter, M.C., CES DL, Ra 
Newcastle upon Tyne. 


Hospitality 


13. President’s Dinner. In accordance with custom, the 
President’s Dinner was held on the evening of May rst, 
1956, the day preceding the annual meeting of the Institute. 
‘The names of those present were reported in The Accountant 
of May sth, 1956. 

14, Special Luncheon. The President and members of the 
Council entertained the Lord Mayor of London, Sir 
Cuthbert Ackroyd, Bt., at a luncheon in the Oak Hall on 
October and, 1956. Other guests were Sheriff Sir James 
Miller; Sir Irving Gane, k.c.v.o, (City Chamberlain); Mr 
C. F. Glenny, M.V.O. (Chief Commoner); Mr E. H. Nichols, 
T.D. (Town Clerk); Mr W. E. Sykes, M.C., J.P., F.C.A. (Chair- 
man of the Coal, Corn and Finance Committee); Mr R. S. 
Walker, r.R.I.c.s. (City Surveyor); Vice-Admiral T. B. 


F.C.A., 


Drew, C.B., C.V.O., 0.B.E. (Lord Mayor's Private Secretary); - 


Mr William T. Boston, O.B.E. (Sword-bearer); Commander 
J. R. Poland, R.N. (retd.) (Common Cryer and Serjeant-at- 
Arms); and Colonel J. Hulme Taylor, 0.8.4. - (Marshal of 
the City of London). 


Visitors at Meetings of the Council 


15. Since the last report the Council has been pleased to 
welcome at its meetings the following visitors from over- 


‘Mr H. B. Hone, President of The Rhodesia Society of 
Accountants. 

Mr R. A. Irish, President of The Institute of Chartered 
Accountants in Australia. 


Membership Changes 


16. During the year 1956, 817 new members were ad- 
mitted. Seven’ former members resumed membership, 3 
through revocation of exclusion, 3 through re-admission 
after resignation and 1 on the expiration of a period of 
suspension. Two applications for revocation of exclusion 
were re . Under clause 22 of the supplemental Royal 
Charter, 12 members were excluded (6 of them for non- 
payment of subscription). Twenty-seven members resigned 
and the deaths of 143 members were reported. 

17. ''he number of members of the Institute on January 


t Denotes member not in practice, 


* 
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The changes are shown by the 
following statement: 










Additions in 
1956 


Mevarsea 


Members on Jan. Ist, 1936 . 
Members on Jan. 1st, 1957 


>» & 
$ je 


315.À.4. 291) 315 
ms. 463) 535 


g.k.l oo 112) 1850 
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238 Associates in practice became fellows in practice. 
^ia Fellows in practice became fellows not in ice. 
3 Fellows in practice e fellows not in land or Wales. 
t 5 Fellows not in England or Wales became not in practice. 
1 Fellow not ín xcd: Became a fellow not in England or Wales. 


i ro Fellows not in practice became fellows in practice. 


22 gedet Gei not in England or Wales became fellows not in England 
h) Eer practice became associates not in England or Wales. 
2 / 45 Associates in practice became associates not in practice. 2 
l Associates not in tice became associates in practice. 


D 4 Associates not in ee ee associates in practice. 
D 73 Associates not in England or Wales became associates not in 


prac 
{mm} 145 Aet not in practice became associates not in England or 


Fellowship 


18. During the year 1956, 260 associates were elected to 
fellowship compared with 226 in 1955. 

19. The question of tbe present distinction between 
associates and fellows was referred to by the Vice-President 
at the special meeting of members held on February 19th, 
1957, In connection with the scheme for the integration of 
The Society of Incorporated Accountants with the Institute. 
The Council intends, whether the integration s 
becomes effective or not, to submit a report and, S 
proposals to members at the earliest opportunity, probably 
at the annual meeting in 1958. 





Reduced Subscriptions 


20. Retired members. The subscriptions of 507 retired 
members were reduced to £1 1s od for the year 1956, after 
consideration of applications under bye-law 43. The 
corresponding figure for 1955 was 470. 

21. National Service. e subscriptions of 451 members 
engaged on compulsory full-time National Service on 
January rst, 1956, were reduced to one guinea under bye- 
law 43 in accordance with the concession referred to in 
paragraph 19 of the last report. (The concession does not 
apply to earlier years.) 

22. Egypt. The Council has decided hat, in view of the 
exceptional circumstances, favourable consideration will be 
given, without any inquiry into individual circumstances, 
to an application under bye-law 43 for reduction to £1 1s od 
of the 1957 subscription of any member who has been 
obliged to leave Egypt as a result of the Suez crisis. An 
announcement to that effect was made in The Accountant 
of January 12th, 1957, and it has been possible to inform 
individually 15 of the 18 members concerned. 


April 20th, 1957 


List of Members 


23. Distribution. The List.of Members for.the year 1957 
was distributed to those members who completed the 
business reply card stating that they wished to have a copy. 
This procedure followed that adopted for the 1954, 1955 
and 1956 lists and again resulted in a substantial savin : 
expense. À similar course will be followed for the 1958 li 
` A member who wishes to receive a copy is asked to tek pn 
the business reply card which accompanies this report and 
to return it forthwith. The order for printing the list will 
be based on the number of cards returned and the list can- 
not, therefore, be made available to those whose cards have 
not been returned by November 3oth, 1957. 

24. Marking of. firms. A change has been made in the 
manner in which a firm which is i not composed wholly of 
members of the Institute is shown in the of M. $. 
Previously any such firm was denoted by an-asterisk. In the 
1957 li list a dagger (T) against the name of a firm indicates 
that the firm, though not wholly composed of members of 
this Institute, is composed wholly of chartered accountants 
who are members of one or the other of the three institutes 
of chartered accountants in Great Britain and Ireland 
(namely: this Institute, The Institute of Chartered Account- 
ants of Scotland and The Institute of Chartered Account- 
ants in Ireland). An asterisk (*) indicates that the firm is 
not wholly composed of members of one or the other of the 
three institutes of chartered accountants in Great Britain 
and Ireland. Firms with no mark against them are com- 
posed wholly of members of this Institute. 


Disciplinary Action 


25. Details are given in the Appendix, (page 57 of the 
report),! of the findings and decisions of the Disciplinary 
Committee, or where applicable of the Appeal Committee, 
since the last report, on formal complaints preferred by the 
Investigation Committee in accordance with its duty under 
bye-law 105. The findings and decisions have been or will 
be published in The Accountant. 


Professional Conduct 


26. The following statement was authorized by the 
Council at its meeting on October 3rd, 1956, and published 
in The Accountant of October 13th, 1956: 

Publication of Audit. Certificates in Facsimile Form 


“The Council decided that the following statement be ' 


published in the report of the proceedings of the Council: 
“The Council is of the opinion that, in the case of 
ublished accounts of public companies in the United 
Kingdon, the inclusion of audit reports on headed 
note-paper in facsimile form is undesirable." 
is statement is issued in amplification of the statement 
recorded in the annual report for 1949 (paragraph 19) 
and reproduced in the Members? Handbook, page 81, 
regarding the undesirability of the publication in facsimile 
form of certificates of net sales or other facts which have 
been given on headed note-paper.' 
_ 27. The following letter from the Secretary was published 
in The Accountant of November 17th, 1956: 


Farmers Union of Wales 

‘A number of members of the Institute have drawn my 
attention to various newspaper reports in which reference 
is made to an accountancy department which the Farmers’ 
Union of Wales proposes to set up to assist farmers in 
____ preparing their income tax returna at a fee lower than 
~~ "that charged by professional accountants. 

"The Secretary of the Farmers’ Union of Wales has 
been informed that a member of this Institute would not 
be permitted to undertske professional work for the 
Union to enable them to offer services of this kind. 

‘I understand that The Society of Incorporated 
Accountants and The Association of Certified and 
Corporate Accountants hold similar views, and have 





1 Not reproduced. — Editor 
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communicated in similar terms with the Secretary of the 

Farmers’ Union of Wales.’ ° 

28. Mr D. V. House, F.C.A., Past President, gave an 
address on goce deed at the 1956 summer course, 
as recorded in p pi a of this report. The Council 
decided that his ad ould be reprinted and sent to 
each new member on admission. This distribution com- 
menced with the admissions in March 1957, following the 
results in' the November 1956 Final examination. The 
reprint contains a short preface indicating that, while the 
address presents the personal views of the author, it is 


issued to new members in the hope that it may assist ines 


in considering how best to approach the problems of. 
professional conduct which they may meet. 


Honours and Decorations 
29. The Council congratulates the following members 
who have received honours and decorations: 
Knighthood 


S. G. Rowlandson, M.B.E, J.P., F.C.A., D. T. Waring, 
C.B.E., A.C.A. 
C.B.E. 


S. A. S. Forster, A.C.A., F. G. Selby, A.C.A. 


; O.B.E. 
A. I. Crawford, M.C., T.D., B.A., A.C.A., P. E. Green, A.C.A., 
H. Heys, a.c.a., D. H. Morgan, F.C.A. 
M.B.E. 
J. M. Adams, A.C.A., W. J. Harris, A.C.A. 


T.D. 
J. R. Barringer, B.COM., a.c.a., W. A. F. Boulby, A.C.A., 
R. V. Fawkner-Corbett, See C. M. Fox, O.B.E., B.A., A.C.A. 
J. P. Kershaw, a.c.a., J. K . Oglethorpe, M.C., A.C.A. 


V.R.D. 
R. Barlow, ¥.c.a., L. R. P. Pugh, A.C.A. 
E.R.D. 
J. A. Hooper, A.C.A. 
E.M. 


J. N. Cooley, A.C.A. 

In the last report Mr C. F. Gothard, B.8C., J.P., F.C.A., 
was incorrectly shown in the C.B.E. list instead of the 
O.B.E. list. 


National Public Service 


^ 40. Since the last report the following members have 
accepted appointments on special committees of national 
importance. The list does not include innumerable CHE 
ments of importance in local or regional spheres of public 
service, nor does it include full-time appointments. 


e 


niment 
By the Gold Coast Government, to the com- 


mittee of inquiry into the conduct of the 
Coroa M A. 

By the Board of Trade, to the board of the 
National Film Finance on 

By sedis arr Ee reg e recommend- 
ation of the President of the Institute) to the 


Member 
Mz R. F, Grorax, 
T.D., A.C. A, 


Mr D. V. Hovsz, ¥.c.a. 
Mr G. F. Sauxpxns, 
F.C.À. 


ality of of SUPE, to the Royal 


Deaths of Members 


1. The Council records with regret that the deaths of the 
following members have been reported up to the date of 
preparing this report) 


Examinations in 1956 


32. Results. Examinations were held in May and Novem- 
ber 1956, the Preliminary examinations in London and 
GE 


1 These names are not reproduced. — Editor. | i 
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Manchester and the Intermediate and Final examinations 
in London, Birmingham, Leeds, Liverpool and Manchester. 
The following were the results: 


2,596 
1,896 


aie [eats | ares 


1,317 
1,095 





33. Prizes and certificates of merit. A list of the candidates 
awarded prizes and certificates of merit appears in the 
Appendix’, (page 60 of the report). 

34. Press notices relating to success in an examination. The 
following information is now being given to a candidate 
who has been successful in the Intermediate or Final 
examination: 

“The Council has issued a statement to the effect that 
there should be no element of undesirable publicity in 
any s notice relating to success in an examination. 
The following are permitted: candidate's name and 
address; names of parents; school and local background; 
examination passed with details of any prize or place 
gained; names of Principal, firm and town in which 
principal practises.’ 


The Institute Prize Trust 


35. The accounts of The Institute Prize Trust appear at 
pages 52 to 54 of the report. This charitable trust was 
created in 1955 to provide funds for examination prizes 
previously paid directly from Institute funds. Under a deed 
of settlement executed on December 21st, 1955, the Institute 


is paying to the trust seven annual amounts each of £450 less 


income tax. 
William Quilter Prize Fund 

36. For many years the half-yearly prize of £5 5s od for 
the Auditing paper in the Final examination has been met 

mainly from Institute funds, following the cessation of 
income from the William Quilter Prize Fund investment in 
the Leopoldina Railway Company. During 1956 the 
liquidation of the company was completed and the receipts 
from the liquidator have been a s eec: by a special grant 
of Le E 8d (of which £7 or 2d has been used for current 
Ke from 'The Institute Prize 'l'rust to enable the 
oeh Quilter Prize to continue at the half-yearly amount 


of £5 5s od. 
Final Examination 


7. Ehgibility: bye-law 86. At its meeting on August rat, 
A the Council authorized the publication (The Account- 
ani of August 11th, 1956) of the following statement: 


"Under the normal rules of eligibility for the Final 
examination two years must have elapsed since the date 
of passing the Intermediate examination (one year in the 
case of persons serving under three-year articles) but 
under proviso (a) of bw 86 the Council is permitted 
in special circumstances and in its absolute discretion to 
allow a person to present himself for the Final examination 
at any time after the completion of his term of service. 

“The Council has decided that it will normally accede 
to any application made under proviso (a) if the date of 
the Final examination for which the applicant wishes to 

resent himself is at least one year after the date of the 

termediate examination at which he was successful and 

is also at least one year after the completion of his term 
of service under articles. 

“The Council will continue to consider on its merits 
any other application involving “special circumstances". 

‘In all cases a formal application under proviso (a) of 
bye-law 86 must be made.’ 


38. Advanced Accounting and Auditing s. The Exam- 
ination Committee wishes to draw the attention of candidates 


! Not reproduced, — Editor. 
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and tutors to the disappointing answers given by many 
dvanced Accounting and 
Auditing in recent Final examinations. The Council opes 
that more attention will be paid in the future to preparation . 
for these very important papers. A statement in the fore- 
going terms was published in The Accountant of February 
16th, 1957. 


Exemption from the Preliminary Examination 


39. Bye-law 78. During the year 1956, certificates of 
exemption from the Preliminary examination were issued 
to 1,533 persons who had passed exempting examinations, 
compared with 1,464 in the previous year. 

je: General certificate of education. At its meeting on 
February 6th, 1957, the Council made certain alterations 
to the rules relating to exemption from the Preliminary 
examination based upon results obtained in the general 
certificate of education examination. No change was made ~. 
in the requirement of a minimum of five passes at ordinary 
level at one sitting, nor of a minimum of six passes at 
ordinary level at two sittings. The changes relate to passes 
at advanced level. The Council's statement, setting out the 
alterations, was published in The Accountant of February 
16th, 1957. 

41. Associated Examining Board. 'The General certificate 
of education examination of the Associated Examining 
Board has been added to the list of examinations recognized 
by the Council under bye-law 78, under the same con- 
ditions as the general certificate of education examinations 
of the eight examining bodies already recognized under 
that bye-law. 

42. Bye-law 79. During the year 1956, exemption from 
the Preliminary examination was granted to 23 persons, 
not being under thirty years of age, who made applications 
under bye-law 79, which relates to persons who at the date ~ 
of application have been for ten years continuously in 
employment as clerks to members in practice. (The number 
of applications granted in 1955 was 14.) 


Articles of Clerkship 


43. Registrations. During the year 1956 the number of 
articles of clerkship registered was 1,596 compared with 
1,498 in 1955. The total registrations in the five years to 
December 31st, 1956, were 7,390. 

44. Prescribed clauses. Six applications were granted 
during the year 1956 for permission to waive the inclusion 
of some of the provisions prescribed under bye-law 51 for 
inclusion in all articles. (In 1955 three applications were 
granted.) 

45. Bye-law 58 (c). During the year 1956, 28 applications 
were made under bye-law 58 (c) in respect of articled clerks 
desiring to spend periods not exceeding six months inar ~ 
industrial, commercial or other suitable organization; 25 
applications were approved. (In 195 5, 15 applications were 
received and all were approved. 

46. Premiums. Attention is now being drawn in the model 
forms of articles to the fact that where a premium has been 
paid and any payments provided for under the articles are 
intended to be in repayment of the premium, it may be 
material, for the purpdse of (a) income limit for child 
allowance under the Income Tax Acts, and (b) national 
insurance, to ensure that the payments are correctly 
described in the schedule and that this involves considera- 
tion of the question whether they are to be received by 
the articled clerk or by the person paying the premium. 


Bye-laws 61 and 85 (6) 


47. Persons who have been for ten years continuously in 
employment as clerks to members in practice (or who have 

d experience which in the opinion ei the Council is 
equivalent to such employment) may apply for a reduction 
in the lod of service under articles (bye-law 61) and 
exemption from the Intermediate examination (bye-law 
8s (b)). Applications considered in 1956 under these bye- 

ws.were.as follows: . 

Bye-law 61: 42 applications, of which 41 were granted. 


E E 
rtm —À 
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(In 1955 the figures were 30. and 29 respectively.) 
Bye-law 85 (b): 32 applications, of which 27 were 
granted. (In 1955 the figures were a4 and 20 res- 
pectively.) 
` Applicants were in all cases interviewed by a sub-committee 
unless they had already been interviewed in connection 
with an application under bye-law 79 (see paragraph 42). 


The Universities and the Accountancy Profession . 

48. Exemptions granted under bye-law 85 (a). During the 
year 1956 exemption from the Intermediate examination was 
granted to 58 articled clerks who had graduated after taking 
one of the degree coursés approved for the purposes of 


bye-law 62. e number of exemptions granted in 1955 
Was 74.) 
49. Approved universities degree courses. Since the last 


report there have been no changes in the degree courses 
“approved under bye-law 62. Details of the approved 
courses are given in the booklet The Universities and the 
Accountancy Profession, issued by the Joint Standing 
Committee of the Universities and the Accountancy 
Profession. The current edition, April 1956, will shortly 
be replaced by the 1957 edition. 

50. Explanatory booklet. The Institute’s booklet Approved 
Universities Degree Courses: Explanatory Notes, was revised 
and reprinted in November 1956. This booklet explains 
the Institute’s regulations, regarding articles and examin- 
ations, as they affect the joint standing committee's scheme. 


Articled Clerks: National Insurance 


lb . An articled clerk who is not ‘gainfully occupied’ may, 
e wishes, contribute under class 3 as a non-employed 
person instead of being excepted from contributions. If 
-contributions are not paid, the period of exception over 
‘the age of 18 will reduce the standard retirement and 
.Widow's benefits. A statement drawing attention to this 
"has been included in the Institute's booklet General 
Information and Syllabus of Examinations in the paragraph 
dealing with National Insurance. The relevant leaflets of 
the Ministry of Pensions and National Insurance are 
N.1.3o and N.1.31. 


Articled Clerks: Deferment of National Service 


52. Certain changes have been made by the Ministry of 
Labour and National Service in the regulations relating to 
deferment of National Service: 

(a) Preliminary examination. A prospective articled clerk 

. who after leaving school has received an offer of 

articles subject to passing or obtaining exemption 
from the Preliminary examination may be allowed 
7 —- deferment to pass the necessary examination as follows: 

D) where he left school not later than at the end of 
the term in which he reached the age of 17 years — 
deferment up to his twentieth birthday (this 
regulation applied previously) . 

(it) where he left school at a time later than in (i) 
above — deferment up to the end of the academic 
year (July 31st) in which he reaches the age of 19 

this tion is new). 

(b) Duration of deferment — overriding limit. A clerk whose 
course of training will extend beyond his twenty- 
fourth birthday will be required to sign a statement 
to the effect that he fully understands that whatever 
stage his training may have reached he will receive an 
enltstment notice not later than two months (previously 

-^> not later than the last call-up day’) before his twenty- 
sixth birthday. This change arises from the present 
practice of registering and calling up only three 
(formerly four) age groups in each year. 

- (c) Duration of deferment — time of passing the Intermediate 
examination. Where an articled clerk has passed the 
Intermediate examination by the time four years of 
his articles have been completed, deferment will be 
granted if necessary for a maximum period of six 
and a half years from the date of entry into articles 
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to enable him to sit or re-sit the Final examination, 

. provided that he would not pass out of eligibility for 

National Service. (Previously, deferment was available 

only to enable an articled clerk to sit the Final 

examination on the first, and if necessary the second, 

possible occasion on which he was eligible to do so 

following the completion of his articles) This change 

was notified in The Accountant of February 16th, 1957. 

(d) Date of entering articles. Where (a) above does not 

apply, deferment will now be granted provided that 

a man enters articles before the date on which he is 

due to register for National Service (previously 'before 

his eighteenth birthday’) or within three months of 

the end of any deferment which may have been 

granted to enable him to remain at school. This 

SE was notified in The Accountant of May rath, 
1956. 

The full regulations as amended are given in the Institute's 

booklet General Information and ‘Syllabus of Examinations 


Students from Overseas 


3. The Council wishes to remind members of the 
korig statement published in The Accountant of Febru- 
ary 11th, 1956, and reproduced in paragraph 42 of the last 
report: 

‘For many years students from overseas, mainly from 
countries of the British Commonwealth, have come to 
this country in order to serve under articles and have 
then returned to their own countries after qualifying as 
members of the Institute. In recent years there has been 

"8 considerable increase in the number: of overseas 
students wishing to follow this procedure and the 
Council is anxious to ensure that all suitable students 
are able to enter into articles. 

"While a number of inquiries are received from 

. Students. whose general education is such that it does 
not fit them to enter into articles, nevertheless many 
overseas students are of pecial educational standard; 

- some of them have been spe selected and sponsored 
by their governments as bes persons who can confidently 
be expected to benefit greatly from training under 
articles in the United Kingdom and to make in due 
course a substantial contribution towards the develop- 
ment of the accountancy profession in their own countries. 

‘A number of firms are already assisting the Secretary 
in placing suitable overseas students, but the help of a 
much greater number is now required. The Council 
recognizes that in some offices there is a shortage of 

-. vacancies for articled clerks, that vacancies are o 
pledged for long periods in advance and that there are 
also other practical difficulties. It is, nevertheless, believed 
that there are many offices where some of these difficulties 
may not apply. The Council has therefore decided to 
establish a register of members with suitable practices 

. who are prepared. to take overseas students as articled 

- clerks. ‘Those who are able to ‘do so will be rendering a 
real service to the Institute and to the profession, not 

- only in the United Kingdom, but throughout the world. 

‘Members who wish to have their names entered in 
the new register are requested to write to the Secretary 
and they will then be notified of the details required to 

. maintain an effective register. Entries in the register will 

. be treated as confidential. Brief details of students 
applying for vacancies will be notified to appropriate 
members on the register and it will then be for the 
members to communicate direct with the students if they 
wish to do so.’ 


Accountancy as a Career 


54. An article by the Secretary on ‘Careers in accountancy’ 
orn E page 62) was published in a careers supplement 
he Financial Times of November 12th, 1956. Assiatance 
a advice have been given to the Press on several occasions 
in connection with the writing of articles on careers. 'The 
Council is grateful to those members of the Institute who 
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have attended careers exhibitions at schools and elsewhere 
during the year in order to give advice on the accountancy 
profession to young people. The Secretary is able to. supply 

rmation and booklets to any member who is asked to 
give a talk on accountancy or to attend a careers exhibition. 


Students' Societies 


55. Notes for honorary secretaries of students! societies. A 
set of notes has been prepared to provide officers of students' 
societies with administrative and other information which 
it is convenient for them to have readily available. The 
notes were distributed in June 1956 to honorary secretaries 
of students' societies. 
sp, Charitable status. It has been established with the 
Chief Inspector of Taxes (Claims) since the last report that 
nearly all the chartered accountant students' societies are 
charities for taxation purposes. In the few cases where 
charitable status is in doubt, slight alterations to rules will 
be made by the societies to clear the position. Grants for 
students’ societies and joint tuition committees are there- 
fore now being made by The Chartered Accountants’ 
General Charitable Trust (paragraph 101 of this report) 
instead of by the district societies. The grants are made on 
the recommendation of the committees of the relevant 
district societies. 

57. Union of Chartered Accountant Students’ Societies. 
The eighth annual meeting between officers and students 
constituting a liaison committee of the Union of Chartered 
Accountant Students’ Societies and the President and 
certain members of the Council took place on March 19th, 
1957. This meeting again provided an opportunity for a 
most useful informal discussion on matters of interest and 
concern to articled clerks. 


Summer Courses 


58. 1956. The tenth summer course, held at Christ 
Church, Oxford, from September 6th to 11th, 1956, was 
attended by 190 members, of whom 106 were in practice, 
42 were engaged in industrial, commercial and other occupa- 
tions and 42 were engaged with public accountants. The total 
"attendance of 190 was 20 greater than in previous years, 
the maximum accommodation having been made available 
by Christ Church to help to reduce the number of unsuccess- 
ful applicants. The addresses presented were as follows: 
‘Professional ethics’, by Mr D. V. House, F.c.a.; ‘Accounting 
as an aid to management’, by Mr B. Smallpeice, B.COM., 
A.C.A., and ‘Investment in stocks and shares’, by Mr G. L. 
C. Touche, B.A., F.c.A. The full text of these three addresses, 
together with the programme for the course, was sub- 
EE reprinted in the form of a booklet for which an 

er form was sent to all members of the Institute on 
October 12th, 1956. The price of the booklet is 5s post free 
(remittances to accompany orders). 

59. 1957. The eleventh summer course, on similar lines 
and again at Christ Church, Oxford, is to be held from 
Thursday, July 11th, to Tuesday, J uly 16th, 1957. Arrange- 
ments have been made for three addresses to be presented 
as follows: ‘Finance for privately-owned businesses, in- 
cluding yi qe to facilitate the payment of estate 
duty’, by Mr A. R 
of accounts', by Mr J. Newman, MA, F.C,A; and 
“Training for the profession’, by Mr W. E. Parker, C.B.E., 
F.C.4. An informal address, on a subject of his own choosing, 


will be given by Mr G. O. May, F.c.a., C.P.A., who in 1957. 


completes sixty years of membership of the Institute. A 
notice giving preliminary details and including an application 
form was sent to all members of the Institute on December 
27th, 1956. The application list closed on February 28th, 
I957, and was over-subscribed. 

. 6o. Future courses. Provisional arrangements have been 
made with Christ Church, Oxford, for summer courses to 
be held in the next three years as follows: 


September 4th to 9th, 1958 
July oth to 14th, 1959 
September 8th to 13th, 1960 
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Meetings of Accountancy Bodies Abroad 


61. Germany. Mr W. S. Carrington, F.C.A. (immediate 
past president) and the Secretary, accompanied by Mrs 
Maclver, represented the Institute at the jubilee meeting-- 
held in Düsseldorf from September 3oth to October sth, 


:1956, by the Institut der Wirtschaftsprüfer to celebrate the 


twenty-fifth anniversary of the formation of the Wirt- 
schaftsprüfer profession. Mr G. E. Cusworth, A.C.A., 
accompanied by Mrs Cusworth, represented the Institute 
at the sixtieth anniversary celebrations held in Essen from 
November 22nd to 24th, 1956, by the Bundesverband der 
Vereidigten Buchprüfer. 

62. The Netherlands. Mr W. S. Carrington, F.C.A. 
(immediate past president), and the Secretary, accompanied 
by Mrs Maclver, represented the Institute at the Account- 
ants’ Yearday of the Nederlands Instituut van Accountants, 
held in Utrecht on September 29th, 1956. 


— 


Seventh International Congress of Accountants 1957 


63. On November 23rd, 1956, a notice was sent by the 
institute to all members giving preliminary details of the 
Seventh International Congress of Accountants to be held 
in Amsterdam from September gth to 13th, 1957. The 
notice was accompanied by a preliminary registration form. 
Over 300 members submitted their forms to the Secretary 
and their names were notified to the Congress Secretary in 
January 1957. All subsequent registration procedure has 
rested with the Congress Secretary, except that the In- 
stitute made arrangements to enable members of the 
Institute to pay to the Institute the sterling equivalent of 
the congress fee, these fees being remitted in total to the 
Congress Secretary in Amsterdam. The sponsoring bodies 
are the Nederlands Instituut van Accountants (the Nether- 
lands Institute of Accountants) and the Vereniging van, 
Academisch Gevormde Accountants (the Association of 
University Trained Accountants). The subjects to be dealt; 
with were recorded in the last report. 

64. Sir Thomas Robson, M.B.E., M.A., F.C.A., has been 
invited by the Congress Committee to contribute a paper 
on the subject of ‘Principles for the accountant’s profession’, 

and also to act as rapporteur for all the papers on that 
subject. Mr Basil Smallpeice, B.COM., A.c.a., has been 
invited to act as discussion leader for the session dealing 
with "The internal avditor'. 

65. Definite registration forms were issued by the 
Congress Committee in March 1957. ‘They were accompan- 
ied by a notice stating that the total number of preliminary 
di bl ie had been considerably greater than the avail- 
able accommodation. Everyone who had made a preliminary 
registration was invited to complete the definite registration 
form and April 15th, 1957, was fixed as the last day for 
receipt of the definite registration forms by the Congress 
Secretary. Thereafter the position will be reviewed and if 
the total number of applications should still be greater 
than the available accommodation a selection will have to 
be made and the congress fee will be refunded to the 
unsuccessful applicants. 


District Societies 


66. Annual conference. The annual meeting of representa- 
tives of district societies and representatives of the Council 
took place on November 13th, 1956. Once again this 
meeting offered a valuable opportunity for free discussion 
on many matters of importance and interest. 

67. Libraries. As recorded in the last report (paragraph 52) 
each provincial district society has been provided, at the— 
Institute's expense, with a number of books to improve 
the usefulness of its reference library. T'he intention is that 
the Institute shall present the libraries with new editions of 
these books as and when published and this has been done. 
Certain additional books have also been provided. 

68. Grants. During the year 1956 the Council continued 


-to make block grants to district societies, based on their 


membership, in accordance with the scheme adopted in 
January 1953 (reported in paragraph 68 of the report for 


* 
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1952). As reported. in paragraph 56 of the present report, 
grants for students’ societies and joint tuition committees 
are now being made by. The Chartered Accountants’ 
General Charitable Trust instead of by the district societies. 
This enables the Council to make corresponding reductions 
in the amounts of the grants to district societies and such 


reductions were made, where appropriate, in computing 


grants made during 1956 after the establishment of the 
new procedure for making grants to students’ societies and 
joint tuition committees. 

69. President's visits. The President and Secretary have 
attended the annual dinners or. other functions .of the 
district societies and have, on occasion, accepted invitations 
to meet local students during the same visit. Other members 
of the Council have represented the Institute at dinners and 
other functions held by branches and students’ societies. 

70. London and District Society of Chartered Accountants. 
The Council has appointed Mr D. A. Clarke, LL.B., F.C.A., 
Mr D. V. House, F.c.a., and Mr E. F. G. Whinnev, M.A., 
F.C.A., to serve on the Committee of the London and 
District Society of Chartered Accountants for the year 


1956—57. 
Accounting Principles 


71. No new recommendations in the series of recom- 
mendations on accounting principles have been issued 
since the last report, but an addendum to recommendation 
XVI was published in The Accountant of February 16th, 
1957, and a copy was sent to each member of the Institute 
on March 15th, 1957. The addendum drew attention to the 
importance of preserving important records for a long 
period, particularly where a business is such that there is a 
possibility that at some future date it may be necessary for 
a prospectus or similar document to be issued. 


Accountants’ Lien 


72. A statement was issued by the Council for publication 
in The Accountant of October 13th, 1956, in replacement of 
advice previously published on the question of an account- 
ant’s right of lien as against a liquidator. The new statement 
also dealt with the position in bankruptcy. 


Bankruptcy Law Amendment 


73. A memorandum was approved by the Council on 
May 2nd, 1956, for submission to the tcy Law 
Amendment Committee appointed by the President. of the 
Board of Trade under the chairmanship of His Honour 
Judge Blagden. On June 25th, 1956, oral evidence was 
given on behalf of the Institute by Mr T. Fleming Birch, 
F.C.A., Mr G. F. Saunders, F.c.a., and Mr C. M. Strachan, 
O.B.E., F.C.A., accompanied by Mr L. J. H. Noyes, B.sc. 

to the Taxation dnd Research 
ttee. The Council's memorandum has not yet been 
published, 
Taxation 


4. Finance Act, 1956. A memorandum on the Finance 
Bill 5 was submitted to the Chancellor of the Exchequer on 
May 15th, 1956, and was discussed with members of the 
Board of Inland Revenue on May 28th, 1956, when the 
Institute was represented by Mr G. F. Saunders, F.c.a., 
Mr D. A. Clarke, LL.B., F.C.4., and Mr E. K. Wright, M.A., 
F.C.A. In addition, the Council acted jointly with other 
bodies in connection with various points on those provisions 
of the Bill which dealt with retirement benefits: these points 
were discussed at Somerset House on May 18th, 1956, by. 
a joint deputation from the Institute (Sir Thomas Robson, 


_o-M.B:E., M.A., F.C.A., and Mr S. J. Pears, F.c.a.), the Law 


Society, the General Council of the Bar and the Law 
Society of Scotland, acting on behalf of some twenty-three 
professional bodies. 

75. Reports of the Royal Commission on the Taxation of 
Profits and Income. At its meeting on February 6th, 1957, 
the Council approved for submission to the Chancellor of 
the Exchequer a memorandum! suggesting an order of 
priority for the implementation of the recommendations of 


Reproduced in The Accountant of March 30th, 1957. — Editor. 
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the Royal Commission.. An announcement to that effect 
was made in The Accountant of February 16th, 1957. Any 
member wishing to obtain a copy of the memorandum may 
do so, without charge, on eg ern to the offices of the 
Institute. 

46. Sharkey v. Wernher. At its meeting on January 2nd, 
1957, the Council authorized the publication of a statement 
giving a brief summary of the view held by the Inland 
e Hóuse of 
Lords in the case of Sharkey v. Wernher.* 

77. Schedule A maintenance and other claims by a pur- 
chaser of property. At its meeting on April 4th, 1956, the 
Council authorized the publication of a statement giving 
the text of a statement published in The Law Soctety’s 
cod following an- approach to the Law Society by the 

uncil. 


Taxation and Research Commit 


78. Meetings. During the year 1956 the Taxation and 
Research Committee held 4 meetings, its four standing 
sub-committees held 23 meetings and eleven special sub- 
committees held 56 meetings, making a total of 83 meetings 
for the committee and fifteen sub-committees. (The 
comparative total for 1955 was 96 meetings.) `. 

79. Council tments. The following ten members 
were appointed by the Council to serve on the Taxation 
and Research Committee for the year commencing October 
1st, 1956: Messrs T. Fleming Birch, r.c.4., D. A. Clarke, , 
LL.B., F.C.A., W. G. Dengem, F.C.A., 'S. M. "Duncan, F.C.A., : 
A. R. English, A.C.A., W. S. Hayes, A.C.A. J. H. Mann, 
M.B.E., M.A, F.C.A, G. P. Mo Jones, M.A., F.C.A., 
L. Pells, M.A., F.c.A., and E. F. G. ey, M.A., F.C.A. 

8o. Activities. The Taxation and Research Committee 
was responsible for much of the drafting work in connection 
with the memorandum on the Finance Bill (paragraph 74), 
the memorandum on the reports of the Royal Commission 
on the Taxation of Profits and Income (paragraph 75) and 
the memorandum for the Bankruptcy Law Amendment 
Committee (paragraph 73). The committee was consulted 
in connection with the statement on the decision in Sharkey 
v. Wernher (paragraph 76). Many other subjects remain 
underconsideration. Matters which had reached a sufficiently 
advanced stage were submitted by the committee to the 
regional taxation and research committees of the district 
societies for their comments. 


Scale of Fees for Accountants Performing 
Services for Government Departments 


81. A revised scale of fees payable to public accountants 
who perform services for government d ents has 
been negotiated with the Treasury, with the support of 
other accountancy bodies. The new scales of fees is effective 
from September ist, 1956, and a copy was sent to all 
members on March 15th, 1957. The previous scale had 
been in operation from April rst, 1952. 


Advertising of Accountancy Services 
by Members of Other Professions 


82. The Council has continued to take up with other 
professional bodies instances where their members have ` 
referred in advertisements to the provision of accountancy 
services. In each case full co-operation has been received 
from the professional body concerned and, apart from one 
case which has not yet been concluded, it has resulted in 
the cessation of advertising in the Press or elsewhere. 


Endorsement of Cheques 


83. As the Mocatta Committee on Cheque Endorsement 
has now made its report (Cmnd. 3) the Council has decided 
to publish the two memoranda which, as stated in paragraph 
63 of the last report, the Council submitted to the Mocatta 
Committee. 


t Seo The Accountant of January rath, 1957, page g1.— Editor. 
* See The Accountant of April 14th, 1956, page 413. — Editor. 
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Solicitors! Accounts 


~ 84. The Council of the Law Society, with the approval of 
the Master of the Rolls, issued in July 1956 the Accountant’s 
Certificate (Amendment) Rules 1956 and the Solicitors’ 
Accounts (Amendment) Rules 1956. 


Misuse of the ‘Chartered’ Designation 


85. During the year action has been taken, in accordance 
with normal practice, to prevent the use of the 'chartered' 
designation and designatory letters by any person who is 
not entitled thereto. Five such cases lave been dealt with 
during the year. 


Pension Schemes for Members 
and for their Employees 


86. Àt the annual meeting held on May 2nd, 1956, a 
resolution was passed authorizing the Council: . 
(a) To establish a contributory pension fund for em- 
ployees of members in public practice and, when 
legislation permits, for members in public practice 
and for other members of the Institute for whom 
pensions are not otherwise provided by their em- 
ployers; 

(b) To contribute from the funds of the Institute a sum 
not exceeding £3,000 in all within a period of three 
years from the establishment of the fund towards 
the management expenses of the fund. 

‘A progress report was sent to all members on November 
23rd, 1956. Considerable research has been undertaken both 
on the benefits to be provided and on the methods of 
funding the schemes. Rules have been drafted and final 
Inland Revenue approval is now awaited. The Council 
regrets that the publication of the schemes is taking longer 
that was expected. Substantial progress was not possible 
until the provisions of the Finance Act, 1956, had been 
settled and it then took some time for the insurance com- 
panies to formulate their terms. Full details of the schemes 
will be published as soon as possible after Inland Revenue 
approval has been received. 


Miscellaneous Aasistance to Members 


87. During the year the Secretary has assisted a member 
of the Institute in successful negotiations with a local 
authority to’ permit the continued use of premises in a 
residential area for the purpose of an accountancy practice. 

88. An approach was made to the Ministry of Fuel and 
Power to ensure that appropriate steps were being taken to 
deal in a satisfactory manner with members’ applications 
for supplementary petrol. 


Accountants’ Joint Parliamentary Committee 


89. The Accountants’ Joint Parliamentary Committee 
has continued its work of watching all parliamentary 
matters relating to the qualification and status of account- 
ants and auditors. Throughout the year under review the 
joint committee has been successful in maintaining the 
adoption of a form of audit clause which confines in effect 
the choice of professional auditor to members of the 
accountancy bodies represented on the joint committee, 

go. Reference was made in the last report to the satis- 
factory conclusion of the controversy with the Ministry of 
Housing and Local Government on the issue of district 
and professional audit. Since the last report, however, the 

inistry has attempted to impose compulsory district 
audit-on two authorities which in the opinion of the Com- 
mittee were clearly entitled to the option allowed by 
Parliament in the case of the Kent Water Bill referred to in 
the last report. Once again the issue was taken to Parliament 
where the previous decision was reaffirmed and the option 
allowed. 
; Practice Rights Overseas . 
. 91. Legislation and other developments affecting the 
practice of accountancy and auditing in many countries 
overseas have been watched closely and continuously 
throughout the year. When necessary, representations have 
been made through the appropriate channels. Information 
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and advice have readily been given in response to requests 


from overseas countries. : 


ef 


92. The Council cannot emphasize too often its belief 
that the ideal arrangement is reciprocity in all parts of the 
world of the right to practise under the professional 
designation which the individual accountant has obtained 
by suitable training, experience and examination, without 
restrictions on the right to enter into partnership or agency 
arrangements with properly qualified accountants whatever 
may be their country of residence. 

93. The Council believes that all forms of artificial 
barriers (by reference to nationality, residence, partnership 
association, firm names, or otherwise) are detrimental to 
the future development of the profession and to the in- 
terests of the countries imposing such barriers. In the past, 
over 8 long period of years, United Kingdom chartered 
accountants have taken a major part in the creation and 
development of an organi profession in many overseas 
countries; it is the Council's earnest hope that they will 
be enabled to continue to make a material contribution in 

is way. 

94. The Council regrets to have to record that the offices 
of British members practising in Egypt were seized during 
the Suez crises; the members were denied access to their 
offices and removed from the roll of auditors and so far as 
is known the practices are being liquidated by the Egyptian 
authorities. (See also paragraph 22.) 


The P.D. Leake Trust 
oe, At its meeting on December sth, 1956, the Council 
approved for publication a booklet containing the accounts 
of the P. D. Leake Trust for the year ended October 31st, 
1956, with the fourth report by the Council on the admin- 
istration of the trust and the fourth report by the P. D. 





- 
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Leake Committee regarding the application of the income. . 


Any interested person may obtain a copy, without charge, 
on application to the offices of the Institute. The report 
by the P. D. Leake Committee records: 

(a) The continuance of the grant of £3,000 per annum 
to the University of Cambridge for the P. D. Leake 
Chair of Finance and Accounting, established in 1954. 

(b) The committee’s decision to make a grant of £2,000 
per annum for the establishment of P. D. Leake 
Research Fellowships in the universities of Oxford, 
London and Birmingham. 

(c) The committee’s decision to make a grant of £ 1,500 

er annum for two years to the Royal Institute of 
. Public Administration to finance a research project 
on budgetary practices in public authorities. 


Library 


96. Activity. The following figures show the extent to — 


which the library has been used in recent years: 


Year ices Books lent 
1952 9,819 4,509 
1953 10,200 4,869 
1954 10,415 4,556 
1955 9,365 4,356 


195 9,339 4,513 

97. Short List. Cumulative supplements to the August 
1955 edition of the Short List of Books in the library were 
announced in The Accountant of August 18th and Decem- 
ber rat, 1956; the second supplement includes additions to 
September 1956. Copies of the Short List and the current 
supplement (which include books available on loan) are 
available to members, free and post free, from the librarian 
upon receipt of an addressed label. ; 


Appointments Register 

98. Áctivity on the appointments register has continued 
very much as in previous years with no marked cbange 
either in the number of inquiries from employers or in 
the number of members placed. Members are invited to 
bring the register to the notice of prospective employers, 
especially where a high-level appointment is contemplated. 
Assistance in finding employment for older members is 
most welcome. . a. x 
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The Building Societies Association 


99. The President accepted an invitation from the 
Building Societies Association to nominate a member to 
"serve on the adjudicating panel for the annual award of 
The ‘Sir Harold Bellman’ Challenge Cup. The cup is to be 
presented to the member society which, in the opinion of 
the panel, publishes the best produced annual report and 
accounts. Mr C. U. Peat, M.C., M.A., F.C.A., has been 
nominated to serve on the panel which will adjudicate on 
the first award. 


The Chartered Accountants’ General Charitable 
Trust 


roo. The accounts of The Chartered Accountants’ 
General Charitable Trust appear at pages 52 to 54 of the 
report. This trust was created in 1955 to contribute to 

“charitable causes with which the Council may from time to 
time wish to associate the Institute. Under a deed of 
settlement executed on December 21st, 1955, the Institute 
is paying to the trust seven annual amounts each of £300 
less income tax. 

101. During 1956 the scope of the trust was extended to 
include ts to chartered accountant sudents' societies 
and to joint tuition committees, as a result of the establish- 
ment of charitable status of students’ societies (paragraph 
56 of this report). Accordingly a further deed of settlement 
was entered into on August ist, 1956, under which the 
Institute 1s paying to the trust eight additional annual pay- 
ments each of £700 less income tax. 


Lord Mayor of London's National Hungarian and 
Central European Relief Fund 


102. The Council arranged at its meeting on Decem- 
ber sth, 1956, for a contribution of two hundred and 
"fifty guineas to be made by The Chartered Accountants’ 
General Charitable 'T'rust to the Lord Mayor of London's 
{National Hungarian and Central European Relief Fund. 


Professional Classes Aid Council 
103. The Council arranged at its meeting on March 6th, 
1957, for a donation of £25 to be made by The Chartered 
Accountants’ General Charitable Trust to the Professional 
Classes Aid Council. Mr C. H. S. Loveday, a.c.a., an 
Assistant Secretary of the Institute, represents the Council 
on the Professional Classes Aid Council. 


Institute Staff 


104. Mr William Mackintosh Allen, B.A., has been 
appointed an Assistant Secretary and Mrs Winifred Mary 
-Amor and Miss Margaret Jean Dalzell Reynolds, B.A., have 
been appointed as Secretarial Assistants. Mr Allen, Mrs 
Amor and Miss Reynolds have been members of the staff 
for some years. 


Institute Staff Pensions 


105. Under the rules of the Staff Pensions Fund estab- ` 


lished in 1934, retirement benefits were related to salary at 
the time of retirement and the Institute was under obligation 
to contribute to the fund such sums as the Council from 
time to time may see fit to maintain the solvency of the 
fund. In the report for 1947 (paragraph 53) the Council 
stated that he d was under consideration with a view 
to making changes in the constitution and benefits which 
would be to the Gian of the staff and-at the same time 
provide a firmer basis on which to calculate the contributions 
-necessary to maintain the fund. For unavoidable reasons, 
progress on this matter has been delayed and in consequence 
appropriate notes have been placed each year on the 
Institute’s balance sheet and on the accounts of the fund. 
The Council is now able to report that new rules have been 
introduced with effect from January 1st, 1957. The E 
intention. of having a contributory fund has not 
followed. 
106. Under the new rules the Institute's obligation is to 


make (a) an initial contribution equal to the excess of the - 
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liabilities of the fund in respect of service prior to January rst, 
1957, over the then assets of the fund plus any additional 
liabilities arising by reason of admission of members on or 
before January rst, 1957, above the normal age of admission 
and (b) special contributions which might arise after 
January ist, 1957, by reason of the admission of members 
above the normal age of admission and from decisions to 
augment benefits and (c) annual contributions by way of a 
percentage of salaries calculated from time to time by the 
actuary, jm subject to an overriding limit of 20 per cent. 
Other safeguards for the Institute, including powers of 
closure and, with the consent of the trustees, alteration of 
the rules, have also been included in the new rules. In 
consequence, it has been necessary for the Institute to 
enter into certain guarantees in favour of existing pensioners 
and those members of the staff who were entitled, without 
reservation, to benefits based on terminal salary under the 
terms of the old rules. (In 1947 the Council ceased to 
engage new staff on the basis of entitlement under the old 


` rules.) The effect of these guarantees is to ensure that the 
, persons concerned shall not be prejudiced in any way by 
- the introduction of the new rules. 


107. An actuarial valuation of the fund has been made as 
on January 1st, 1957, and the actuary estimates that with 
future annual contributions of 14 per cent of salaries 
(subject to review at subsequent valuations of the fund) 
and an initial contribution of £39,307, the fund will be 
able to meet its obligations as they fall due. In computing 
this fi the actuary has taken into account £2,256 as the. 
actuarial liability in respect of two ex gratia pensions, 


‘hitherto paid directly from Institute funds, but in the 


future to be paid from the fund, and £21505 as the actuarial 
Council to revise 
the interpretation of the old rules with the result that the 


_ pensions of three current pensioners have been slightly 


increased with retrospective effect. The balance of £34,546 


- represents an obligation that has been accruing over a period 


of ten years and of this amount £13,670 is in respect of 
staff engaged during that time. In the accounts for 1956 the 
total of £39,307 has been dealt with by charging £5,000 
(approximately 14 per cent of salaries) to the income and 
expenditure account as being an appropriate charge for 
the year, and £34,307 against the accumulated fund. The 
balance sheet of the Staff Pensions Fund appears at pages 
50 to 51 of the report. 


Appreciation 


108. 'The Council again wishes to record its appreciation 
of the invaluable work done, often at considerable personal 


. inconvenience, by members of the Institute who have given 
. $0 much time to the work of the Taxation and Research 


Committee, the committees of the district societies, the 
summer course and other activities on behalf of the Institute. 
The Council also wishes to record its appreciation of the 
work of the Secretary and ‘his staff. 


~ 


Investment Policy 


9. In the report for 1950 (paragraph 107) the Council 
eaten that it had decided to invest part of the Institute’s 
funds in variable dividend securities, power to make such 
investments being given by bye-law 24 (a) (iv). The Council 
stated that it had decided to invest in this manner up to 
one-half of the funds available for investment, and that the 
stocks of insurance companies and investment trusts had 
been selected for this purpose in order to provide a wider 
spread of underlying investments than could otherwise be 
achieved with the limited funds available. In the report for 
1951 (paragraph 111) the Council reported ‘that it had 
decided that in suitable circumstances up to two-thirds 
(instead of one-half) of the available funds might be invested 
in equity stocks and shares and that the choice of investments 
could be extended to include selected industrial and other 
companies. (The investments as on December 31st, 1956, 
are shown in the accounts, page 38 of the report.) At its 
meeting on March 6th, 1957, the Council decided to 
remove the limitation of two-thirds, so that the Council’s 


* 


466. 


present policy is that any of the availible funds.may be 
inyested in equities of insurance companies, investment 
trusts and selected industrial and other compani 

IIO. At various times in each year the titute holds 
substantial funds which dre needed to meet current liabilities 
later in the. year. These. funds are placed on deposi or 
otherwise invested, at short notice. 


Accounts 


III. The audited accounts for 1956 accompany this 
report. They show that income exceeded expenditure by 
£8,927. An appeal is outstanding t thè new rating 
assessment on the Institute's adi Meanwhile the 
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after providing for the special contribution to the Staff 
Pensions Fund (paragraph 107) was £187,245, being a 
reduction of £25,338 compared with the amount shown in 
the last balance sheet. As stated in paragraph 85 of the last . 
report, the Institute building in Moorgate Place is no longer 
large enough for the greatly increased activities and member- 
ship; substantial capital expenditure will probably have to, 
be. incurred within the next few years. This position .exists 
irrespective of the outcome of the proposed Scheme of 


Integration (paragraph 1). 


Auditors 
113. The two auditors, Mr Geoffrey Bostock, F.C.A., and 
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The Chartered Accountants General Charitable Trust 
INCOME AND EXPENDITURE 
. for the year ended Decémber 31st, 1956 Be 
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The Institute Prize Trust | 
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THE CHARTERED ACCOUNTANTS' 
BENEVOLENT ASSOCIATION 
SEVENTY-FIRST ANNUAL REPORT 


We reproduce below the report of the Board of Governors of The Chartered 
Accountants’ Benevolent Association to be presented to the seventy-first annual 
general meeting which will be held in the Hall of the Chartered Insurance Institute, 
20 Aldermanbury, London, EC2, on Wednesday, May 1st, 1957, at the conclusion of 
the annual meeting of The Institute of Chartered Accountants in England and Wales. 


1. The Association on February 28th, 1957, consisted of 
3,411 members, viz.: l 
The President 619 Annual Governors 
84. Vice-Presidents 103 Life Members 
19 Life Governors 2,585 Annual Members 
being an increase of sixty-one during the year. 
2. The number of cases in which assistance has been 
given iss hown is the following table: 


Number of cases listed in last report 93 
New cases assisted during the year 16 

109 
Cases no longer assisted during the year.. 8 
Cases listed on pages 23 to 30 of the report! .. 101 


of which 89 are being currently assisted. 
3. The accounts for the year ended February 28th, 1957, 
duly audited, are annexed to this report. 
^ 4. The total expended by the Association in relief since 
its formation in 1886 amounts to £239,850. 
. S. The principal figures from the accounts for the last 
five years are: 


Interest and 
Year iid i e PIRE 
1952-1953 9,235 *6,487 44432 
1953-1954 10,670 6,025 45974 
1954-1955 9,961 6,662 5,811 
1955-1956 9,989 7,021 6,988 
1956-1957 11,305 7,176 7,562 


* Includes two years' recoverable income tax. 


6. It will be noted that the amount spent in relief has in 
each year exceeded the subscription income by a consider- 
able amount. The excess has, in each case, been more than 
covered by the investment income of the Association but 
the Board of Governors must emphasize that the capital 
account and the income derived therefrom should be re- 
garded as reserves to be maintained against the needa of 
the future. In view of the large increase in the membership 
of the Institute over the last ten years, the calls on the 
funds of the Association are likely to be very much greater 
in the future than they have been in the past. 

7. Christmas food hampers have, as usual, been sent to 
the t majority of our beneficiaries. Gifts of clothing and 
call Holiday grants have been made in appropriate cases. 
The cost to the Association of this expenditure has been 
lessened by the income from the H. F. Holloway Memorial. 

8. During the year, the Association has received the 
following legacies and donations: 


Legacies: mE: 
Executors of the late Mr A. W. Death, A.C.A. .. 1,137 
5 T Mr E. A. Browne, F.C.4. .. 500 
i SS Mrs D., a former beneficiary 129 


Mr H. C. Haines, F.C.A. .. 105 





” 2 Mrs À. I. Hardy e * IOO 
» e Mr B. T. Stevenson, F.C.A... | 100 
£2,071 





! Not reproduced. — Editor. 


473 
Donations: £ 
Mr J. A. Clarke, acca... s 250 
Dowager Countess Eleanor Peel Trust 200 
Mr O. Hanworth, a.c.a. Ka Se .. 100 
Mr R. G. Mayes, PCGA .. P 5 nt 52 
Delmar Charitable Trust .. m = ce 50 
In memory of the late Mr C. W. Rooke, F.c.a. 
(various donations in lieu of flowers) .. . 44 


Association of Chartered Accountants in Hong Kong — 41 


Bekonscot Model Railway and General Charitable 
Trust . us 





es SA D eg ; 10 
Chartered Accountants’ Dining Club... » 10 
Others me SS Be 260 

£1,017 


9. The sum of £40 was received from the collection at 
the annual Church Service. 

10. Grants from the W. B. Peat Memorial Scholarship 
Fund amounted to £200. The number of cases assisted 
on iind 28th, 1957, (page 31),* was 8 (on March rst, 
1956, 5). 

I1. The Board has continued to take steps to ensure that 
the maximum use is made of grants available from the 
National Assistance Board provided that no loss of income 
to our beneficiaries is involved. Grants have also been 
obtained from County Councils to assist in the maintenance 
of those who are in homes for old people. 

12. The Association has extended its interest during the 
year in the homes of Crossways Trust. Six beneficiaries of 
the Association occupy places in the homes of the Trust 
in Worthing, Englefield Green and Brighton. A further 
five places have now been subscribed for, and these will 
eventually become available at the Brighton home, which 
is being converted to a home entirely for the infirm, or at 
St Leonards-on-Sea where a fourth home will be opened 
for able-bodied old people as soon as the conversion of a 
hotel has been completed. It may not be possible to fill all 
these places at once with existing beneficiaries and the 
Honorary Secretary would therefore be glad if members 
would let him know of any widow of a member or any 
retired member, either married or single, who might wish 
to be considered. To be eligible a person must be in need 
of care and attention and have insufficient means to pay 
for board and lodging and care and attention at normal 
commercial rates. 

13. It is the policy of the Board to ensure that as far as 
possible a member of the Institute living near a beneficiary or 
applicant for relief, acts as a referee and is available to give 
advice when required. Such assistance from members is of 
the greatest value to the Executive Committee in considering 
applications. The Board wishes to thank district societies 
for their help in appointing members for this purpose and 
also to thank those appointed for the considerable time and 
trouble they have taken in helping beneficiaries. 

14. The Board records with t regret the resignation 
of Sir Nicholas Waterhouse foci the Executive Com- 
mittee in November 1956; Sir Nicholas had been a member 


* Not reproduced, — Editor. 
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of the Committee since 1923 and his kindly wisdom in 
considering applications for assistance will be sadly missed. 

15. The Board also records with great regret the resigna- 
tion, with effect from May 2nd, 1957, of Mr George R. 
Freeman from the office of President, which be has held 
since 1936, and from the Executive Committee, on which 
he was appointed in 1919. 

16. The Board is glad to be able to announce that Mr 
W. S. Carrington has kindly consented to accept the office 
of President to which he has been duly elected with effect 
from May 2nd, 1957. The vacancies on the Executive 
Committee have been filled by the election of Mr P. F. 
Granger, with effect from March 27th, 1957, and Mr J. D. 
Russell, with effect from May 2nd, 1957. 

17. The Board wishes to record its warm appreciation to 
Mr B. J. Davis, Mr R. W. L. Eke and Mr G. L. C. Touche 
for their work as members of the Investment Sub-Com- 
mittee of the Executive Committee of the Association. 

18. The Board is grateful to Messrs Markby, Stewart & 
Wadesons, the honorary solicitors, for their help in advising 
certain beneficiaries and in other ways. 

19. The Board thanks the Editor of The Accountant for 
the continued publicity which he has given to the Associa- 
tion. Brief reports of the quarterly meetings of the Executive 
Committee are published in that journal. 

20. The honorary auditors, Mr Geoffrey Bostock, F.c.a., 
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and Mr Leonard Walter Bingham, F.c.a., retire and kindly 
offer themselves for reappointment. 
GEORGE R. FREEMAN, 


March 27th, 1957. President. 


Mr George R. Freeman 


On the instructions of the Board of Governors there is 
set out below a minute of a meeting of the Executive 
Committee held on February 20th, 1957. The terms of 
this minute were endorsed unanimously at a meeting of 
the Board held on March 27th, 1957: 

Mr George R. Freeman informed the Committee that 
he had finally but most regretfully decided that he could 
no longer continue either as President of the Association 
or as a member of the Executive Committee after the 
annual meeting in May 1957. Mr Freeman made it clear 
that he could not on this occasion be dissuaded from his 
desire to resign. The Committee unanimously agreed to^ 
place on record its greatest appreciation of Mr Freeman's 
generosity to the Ássociation and of the energy, under- 
standing, wisdom and unsurpassed devotion to the affairs 
of the Association which had been given so freely by 
Mr Freeman both as a member of the Executive Com- 
mittee since April 1919 and as its President for the last 
twenty-one years. ALAN S. MACIVER, 

Honorary Secretary. 


IHE INSTITUTE OF 
CHARTERED ACCOUNTANTS IN IRELAND | 
MEETING OF THE COUNCIL dE 


A. meeting of the Council of The Institute of Char- 
tered Accountants in Ireland was held in Dublin on 
Wednesday, March 27th, 1957. 


Attendance 


The President, Mr Frank Cleland, was in the. chair, 
and there were also present: 

Messrs H. E. A. Addy, John Bacon, G. A. P. Bryan, 
Patrick Butler, G. E. Cameron, M. M. Connor, A. E. 
Dawson, J. F. Dempsey, James Graham, N. V. Hogan, 
R. E. McClure, H. T. Montgomery, R. P. F. Olden, 
D. MacC. Watson, with the Secretary, Joint Secretary and 
Treasurer in attendance. 


Deaths 
'The deaths of the following members were reported 
and noted with regret: 

Thomas James Morrison, P.c., F.c.A. (Dublin); Nicholas 
Peterson, F.c.A. (Dublin); George Hill Tulloch, F.c.a. (Bray, 
Co. Wicklow), (a former member of Council and joint 
auditor to the Institute from 1919 to 1946). 


Fellowship A 
'The following Associates were elected to Fellowship: 


Thomas Desmond Lorimer (Belfast) Eric Wallace 
McDowell (Belfast); Derek Pearson (Dublin). 


Associateship in Practice 


The following members were admitted to practice: 
Desmond Beirne, Dublin; Hugh Vincent Owens, 
Dublin; George Bernard Savage, Dublin. 


Disciplinary Committee Findings and Decisions 


The Council received a report of the findings and 
decisions of the Disciplinary Committee at meetings 
held on January 31st, 1957, and March 27th, 1957. 

The Committee found proved formal complaints 
preferred by the Investigation Committee against 
Desmond Cyril McConnell, a.c.a., address unknown, 
formerly of Manchester, and John Francis Meagher, 
A.C.A., address unknown, formerly of London, to the 
effect that each of these members had failed to pay his 
subscription to the Institute for the year 1956 within 
the period prescribed by the bye-laws. 

The Committee ordered that these members be 
excluded from membership of the Institute. 


SPECIAL GENERAL MEETING 


A special general meeting of The Institute of Char- 
tered Accountants in Ireland was held on Thursday, 
March 28th, 1957, at the Civil Engineers’ Hall, 
35 Dawson Street, Dublin, to consider the proposed 
scheme of integration between the Institute and The 
Society of Incorporated Accountants. 

Mr Frank Cleland, F.c.a., President of the Institute, 
was in the chair, and about eighty members were present. 

Apologies for absence were received from Messrs 


H. W. Robinson and James Walker (members of the 
Council) and Messrs E. W. C. W. Bailey, Wm. 
Edmiston Crawford, P. J. Purtill, W. L. H. Rodden 
and C. F. Smith. 


Scheme of Integration 
In the course of his opening remarks the President said: 


"lhe scheme has been examined very thoroughly by 
the Council and has its unanimous approval. We believe 
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that the adoption of the scheme would take us a long 
way on the road to the unification of.the profession in 
this country -an objective which we have previously 
^... attempted to attain by legislation, but without success. 

The immediate result of integration would be an in- 
crease in the membership of the Institute of some 350 
making the total membership about 1,350. The Institute 
would speak on behalf of an overwhelming majority of 
Irish accountants and would have an even higher standing 
and greater influence than it has today.’ 


Resolution 


The following resolution was proposed by the President 
and seconded by the Vice-President: 

"That the Scheme of Integration between the Institute 
and The Society of Incorporated Accountants dated 
December sth, 1956, and submitted to this meeting (a 
copy of which has for purpose of identification been 
signed by the Chairman) be and the same is hereby 
approved and adopted and that the Council be and is 
hereby authorized to carry the said scheme into effect as 
and when it becomes effective in accordance with its 


provisions.’ 
Discussion 


The President then opened the meeting for discussion, 
in which the following members took part: 


Capital Issues Committee 


Mr Mrkarpo asked the Chancellor of the Exchequer 
^ Who are the members of the Capital Issues Committee; 
| what are their periods of office and their remuneration; 


~N 


and what are the terms of reference of the Committee. 
| Mr P. THoRNEYCROFT: The members of the Capital 
' Issues Committee are: 
The Rt. Hon. Lord Kennet of the Dene, G.B.E., D.8.0., 
D.S.C. (Chairman). 
Sir Thomas Frazer, 0.B.E., F.F.A. (Deputy Chairman). 
Sir Otto Niemeyer, G.B.E., K.C.B. 
Sir Percy Lister. 
H. B. Turle, 0.8.2. 
M. F. Berry. 


Sir Thomas Barlow, G.8.5. 
Leien are not appointed for any specified period, and 
they receive no remuneration. 

The Committee was appointed on September 12th, 
1939, by the Chancellor of the Exchequer, with the 
following terms of reference: 

‘To consider and advise upon applications made to the 
Treasury for consent to the issue of capital, to the public 
offer of securities for sale, or to the renewal or post- 
ponement of the maturity date of securities in accordance 
with the provisions of Regulation 6 of the Defence 
(Finance) Regulations, 1939.’ 

This regulation has been replaced by the Control 
of Borrowing Orders made under the Borrowing 
(Control and Guarantees) Act, 1946. 


Hansard, April and, 1957. Written Answers. Col. 32. 


F 
f 





Mr BRAE asked the Secretary to the Treasury how 
many requests for permission to issue capital have 
been received by the Capital Issues Committee for 
each year since 1945; how many of these applications 
have been granted; and what are the aggregate amounts 
of capital involved for each of the years in question. 
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Messrs R. I. George, F.C.&., D. L. Shortall, F.c.a., 
G. Brock, F.c.4., P. M. Howlin, a.c.a., G. L. M. Wheeler, 
F.C.A., A. J. Stewart, F.C.4., D. W. Pratt, a.ca., A. S. Boyd, 
F.C.A., C. P. McGrath, A.c.4,, J. J. Murphy, F.c.a., B. 
Kilcoyne, A.C.A., and R. C. Lewis-Crosby, F.c.A. 

When the President had replied to the various points 
raised by members, two amendments — one proposed 
by Mr R. I. George, F.c.a., and seconded by Mr A. J. 
Stewart, F.C.A., the other proposed by Mr A. J. 
Stewart, F.C.A., and seconded by Mr D. L. Shortall, 
F.C.A. — were put to the meeting and were defeated on 
a show of hands. l 

The resolution for adoption of the scheme of 
integration was then put to the meeting, the result 
of the voting being 48 in favour and 17 against. The 
President announced that a demand for a poll, signed 
by ten members present, had been received and that 
voting papers would be issued in due course. 

On the proposal of Mr R. R. Caldwell, a.c.a., 
seconded by Mr N. V. Hogan, F.C.A., it was unani- 
mously agreed that the following five members be 
appointed scrutineers for the purposes of the poll: 

Mr J. Fogarty, A.C.4., Mr W. J. McHugh, F.c.a., Mr 
S. H. Polden, r.c.4, Mr D. W. Pratt, A.C.A, and Mr 
D. N. Rowe, F.C.A. 


In Parliament 


Mr BincH: I will, with permission, circulate the 
figures in the Official Report. 

Mr BnaiNE: I thank my right hon. friend for that 
reply, but would he not agree that it would encourage 
much more informed discussion in monetary policy if 
these figures and a breakdown of them were issued at 
regular intervals, say once a year? 

Mr Brrcu: I will certainly consider that. I think that 
it is a reasonable suggestion. 


Following are the figures: 

I 2 3 4. 

Calendar| Total numbers of Applications 
year applications granted 
No. | Zeng Ges 

1945 1,116 471,161 938 465,752 
1946 1,047 2 0,358 946 390,446 
1947 .. | 1,365 64,906 | 1,203 624,473 
1948 .. | 1,107 553,020 991 $25,608 
1949 .. | 1,126 558,479 | 1,042 527,021 
1950 977 584,078 857 508,109 
I951 1,271 662,457 | 1,177 554,129 
1952 1,159 656,623 1,087 622,278 
1953 1,396 649,398 | 1,346 637,209 
1954 2,181 1,103,958 2,115 1,087,820 
1955 2,075 1,088,885 2,002 1,056,184. 
1956 4,340 1,054,510 | 3,772 964,749 





The number of requests for permission to issue capital 
received by the Capital Íssues Committee for each year 
since 1945 is shown in Column 1. The amounts of capital 
respectively involved are shown in Column 2. Columns 3 
and 4 show the numbers of applications granted and the 
amounts of capital respectively involved. 
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Accounting System 
Mr KersHaw asked the Secretary of State for War 
whether he will take steps to alter the system of 
accounting in the Army. 

Mr Jonn Hare: I assume that my hon. friend has in 
mind a recent article in the Press which deals largely 
with the application of the general system of Par- 
liamentary control of Army expenditure. Within the 
limits of constitutional requirements laid down to 
satisfy the control by Parliament, we are constantly 
seeking to improve our methods. 

Mr KEnRsHAW: Is my right hon. friend aware that it 
is not the application of the present system which I 
have in mind, but whether or not the whole system 
could be altered? Will my right hon. friend bear in 
mind that no system can be said to be utterly efficient 
which has as its basic assumption, as the present 
system has, that every officer and man in the British 
Army is by nature a liar and a crook? 

Mr Hare: I have considerable sympathy with what 
my hon. friend says, but we are bound to a large 
degree by the fact that we are accountable to Par- 
liament. We are trying to work out ways and means 
by which we can improve present methods while at 
the same time keeping proper Parliamentary control. 
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Mr STRACHEY: Will the Secretary of State not say 
that he was impressed by that article in The Times? 
Will he not agree that if legislation is necessary, the 
House will almost certainly look on it with a very 
favourable eye, because it seems that considerable 
savings could be effected in this way? 

Mr Harz: I have great sympathy with what my hon. 
friend and the right hon. gentleman have said about 
legislation. I can make no prophecy. We are working on 
this matter. Having been on the receiving end myself, 
I have considerable sympathy with what has been said. 

Mr BELLENGER: Is there not another aspect of the 
question, namely the accounting methods of the 
Royal Army Pay Corps? Would the right hon. gentle- 
man try to get advice from up-to-date business firms? 
Was not the Hollerith system, which is now used in. 
the War Office, introduced by an up-to-date adjutant- 
general who called in business consultants to advise 
him? 

Mr Hare: I think that the right hon. gentleman will 
be aware that we hope to make considerable improve- 
ments in the Royal Army Pay Corps, for instance, by 
introducing electronic methods, within a reasonably 
short period of time. 

Hansard, April 2nd, 1957. Oral Answers. Col. 217: 





New Legislation 


All new Acts are noted in this column, together with those Statutory Instruments which are 
af interest to the profession. The date given indicates when an Act received the Royal Assent S 
or when a Statutory Instrument becomes effective. Copies of either may be obtained through / 


Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC2. 


STATUTES 
(5 & 6 Eliz. 2) 

Chapter 12: Public Trustee (Fees) Act, 1957 
An. Act to make further provision as to the fees charge- 
able by the Public Trustee, and for purposes connected 
therewith. 
Price 4d net. March 21st, 1957. 

Chapter 13: Patents Act, 1957 
An Act to provide for extending time limits for certain 
purposes relating to applications for patents; to validate 
extensions of time under Section 6 of the Patents, 
Designs, Copyright and Trade Marks (Emergency) 
Act, 1939, in connection with such applications in so 
far as any such extensions may have been invalid; 
and for purposes connected with the matters aforesaid. 
Price 4d net. March 21st, 1957. 


Chapter 14: Northern Ireland (Compensation 
for Compulsory Purchase) Act, 1957 
An Act to enable the Parliament of Northern Ireland 
to make, in relation to land in Northern Ireland, 
provision for purposes similar to those of Section 53 
of the Town and Country Planning Act, 1947. 


Price 3d net. March 21st, 1957. 


Chapter 15: Nurses Act, 1957 


An Act to consolidate certain enactments relating to 
nurses and assistant nurses for the sick. 


Price rs 3d net. March 21st, 1957. 


N 


STATUTORY INSTRUMENT 
The Control of Hiring Order, 1957 
(S.I. 1957 No. 431) 


This Order supersedes the Control of Hiring (No. 2) 
Order, 1956, as amended, in respect of hiring agree- 
ments entered into after April 3rd, 1957. That Order, 
as amended, continues to apply to agreements entered 
into on or before that date. | 
The principal changes are as follows: , 
(1) the requirements contained in the Order will not. 
be complied with in relation to a hiring | 
ment if, in order to pay the whole or part of de 
advance rentals required in respect of that agree- 
ment, money has been acquired under an agree- 
ment or arrangement of the kind mentioned in 
Part II of the Second Schedule; but, where 
money has been so acquired, a person charged 
with disposing of goods in contravention of the 
Order is provided with a defence if he can show 
both that he was unaware that money had been 
acquired under such an agreement or arrange- 
ment and that he was not himself a party to any 
agreement or arrangement designed to provide 
money for the payment of advance SE 
(Article 1 (2)); and 
(2) the Order does not apply to the disposal and 
possession of goods which were manufactured 
not less than three years before the date of the 
agreement and which the owner has let on hire 
for not less than twelve months during the three 
years before that date (Article 6). 


Price 4d net. April 4th, 1957. 
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Notes and Notices 


—- 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Owing to the Easter holiday it was necessary for this 
issue'to go to press earlier than usual, and the list 
of Associates elected to Fellowship and applicants 
admitted to membership of the Institute at the 
Council meeting held on April 3rd, who completed 
their Fellowship or Membership before April x6th, 
will be published in next week's issue. 


PERSONAL 


viessrs THOMSON, KiNGDON & Co, Chartered Ac- 
countants, of Saxone House, 744 Regent Street, 
London, WI, announce that as from April 6th, 1957, 
they have taken into partnership Mr G. MAITLAND 
SMITH, A.C.A., who served under articles with the firm. 
‘The name of the firm will remain unchanged. 


Messrs DAMMERS & McCormick, Chartered Ac- 
countants, of Abbots Fee, Greenhill, Sherborne, 
Dorset, announce that Mr J. W. ARTHUR, T.D., C.A., 
who has been with the firm for the last two years has 
been admitted to partnership as from April Ist, 1957. 
The name of the firm will remain unchanged: 


Messrs J. NEEDHAM & Co, Chartered Accountants, 
of 3 York Street, Manchester, 2, announce that Mr 
DEREK ARNOLD BooTHMAN, A.C.A., who served his 
/articles under Mr EDGAR G. CLEGG, F.C.A., has been 
‘admitted into partnership as from April 6th, 1957. 
"The style of the firm will remain unchanged. 


Mgssrs MANN, Jupp & Co, Chartered Accountants, 
of 8 Frederick’s Place,. Old Jewry, London, EC2, 
announce that Mr JoHN KENNETH DICK, F.C.A., 
retired from the partnership on April roth; 1957, 
having accepted an appointment as a managing director 
of MrrcuzLL Corrs & Co Leon The practice will be 
continued by the remaining partners and the name of 
the firm will remain unchanged. 


Mn VERNON C. BAKER, F.C.A., practising under the 
style of VERNON C. Baker, Chartered Accountant, at 
Adam House, 1 Fitzroy Square, London, Wr, 
announces that as from April rst, 1957, he has been 
joined in partnership by Mr F. C. RUSSELL, F.C.A., 
Mr R. H. NICHOLSON, F.C.A., F.C.W.A., and Mr N. V. 
COLLINS, F.C.A. The practice will be carried on under 
the style of VERNON C. Baker & Co, Chartered 
Accountants, at the same address. 


PROFESSIONAL NOTES 
Mr W. C. Foulds, a.c.a., has been appointed secretary 
of The Climax Rock Drill and Engineering Works Ltd. 

Mr A. J. Steward, M.C., A.C.A., retired from the 
office of deputy treasurer of Imperial Chemical 
Industries Ltd on March 31st, after nearly twenty- 
eight years’ service with the company. 

Mr S. W. Weysom, A.C.A., and Mr A. E. Frost 
have been appointed deputy treasurers of Imperial 
Chemical Industries Ltd as from April rst. 

Mr John Lee, c.A., secretary of Scotts’ Shipbuilding 
& Engineering Co Ltd, of Greenock, has been ap- 
pointed a director of the company. 

Mr R. C, Lewis-Crosby, B.A., F.c.A., of Dublin, has 


* 


been elected a director of the Bank of Ireland for the 
year 1957-58. 

Mr W., Rigby, A.C.A., has been appointed director 
and secretary of George Fletcher & Co Ltd. 

Mr D. E. Webb, B.A., F.c.A., has joined the board 
of Austin & Pickersgill Ltd, of Sunderland. 


Mr Frank S. Bates, F.a.c.c.a., F.C.L8., has been 
appointed secretary and chief accountant of Henry 
C. Stephens Ltd and its subsidiary companies in 
England. 


OBITUARY 
JAMES PINKERTON, F.C.A. 


We have learned with regret of the death in hospital 
at the age of 59 of Mr James Pinkerton, F.C.A., a 
partner in the firm of Muir & Addy, Chartered 
Accountants, of Belfast. 

. Mr Pinkerton spent the whole of his professional 
career of over forty years with the firm having joined 
them during the First World War. He was admitted 
an Associate of the Irish Institute in 1932, the year 
in which he was admitted to partnership, and was 
elected a Fellow 1n 1937. 

For many years Mr Pinkerton was secretary of the 
Belfast Newspaper Society and the Belfast Printing 
Trade Employers’ Association. He spent much time 
in public service and in charitable work and was one 
of the best-known figures in the Irish temperance 
movement. 

Since the death of his partner, Mr A. H. Muir, in 

1940, Mr Pinkerton was hon. treasurer of the Belfast 
Council of Social Welfare, and recently he became hon. 
treasurer of the Irish Division of the Girls’ Life 
Brigade. During the Second World War he entered the 
Belfast Civil Defence Force becoming chief com- 
munications officer of the city. 

‘Mr Pinkerton’s private interests included motoring 
and bowls; for many years he was one of the chief 
judges and also one of the auditors of the Ulster 
Automobile Club. 


LIVERPOOL SOCIETY OF CHARTERED 
ACCOUNTANTS 
SOUTH LANCASHIRE BRANCH 
At the recent annual meeting of the South Lancashire 
Branch of the Liverpool Society of Chartered Account- 
ants, held at the Masonic Hall, Warrington, the 
following officers were elected for 1957-58: 

Chairman: Mr F. Neatham, r.C.A. 

Vice-Chairman: Mr W. I. Livesey, A.C.A. 

Hon. Secretary: Mr E. S. Stanley, A.C.A., c/o Beecham 

Pharmaceuticals Ltd, Westfield Street, $t Helens. 

Hon. Treasurer: Mr S. Dobb, A.C.A. 

About sixty members and guests attended the annual 
dinner which followed. The toast of ‘The Institute 
of Chartered Accountants in England and Wales' was 
proposed by His Honour Judge Hugh Emlyn Jones, 
and Mr G: F. Saunders, F.C.A., a member of the 
Council of the Institute, responded. The toast of 
*Our Guests! was proposed by the new chairman, 
Mr F. Neatham, F.c.a., and replied to by Mr J. D. 
Scott, Hon. Secretary of the Warrington Branch of the 
Institute of Bankers. 
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THE LEEDS, BRADFORD AND DISTRICT 
SOCIETY OF CHARTERED ACCOUNTANTS 


'The report of the committee of the Leeds, Bradford 
and District Society of- Chartered Accountants for the 
year ended December 318t, 1956, presented at the 
Society's. annual meeting on March 28th, records an 
increase in membership of ten, the total now being 618. 

A number of lecture meetings were held during the 
year and regular monthly luncheon meetings took place 
in Leeds and Bradford. The annual dinner — attended 
by 446 members and guests — was held in Leeds in 
October.. - 

The North Yorkshire and South Durham Branch 
arranged several meetings during the year, together 
with a residential course attended by articled clerks 


from the area. Membership of the Branch now numbers ` 


ninety-nine, an increase of five on the previous year’s 
total: The Huddersfield, York and Halifax groups of 
the Society also held several local meetings of members. 
' The following officers and committee have been 
elected for 1957—58: 


President: Mr D. Steele, ¥.c.a. 

Vice-President: Mr CG N. Hunter, F.C.A. 

Hon. Treasurer: Mr W. W. Powell, F.c.a. 

Hon. Secretary: Mr G. D. Paterson, M.A., F.C.A., Central 

Bank Chambers, Infirmary Street, 8, I. 

Hon. Auditor: Mr G. R. Turner, M.A., F.C.A. 

Committee: Messrs C. W. Allan, B.COM., F.C.A. (Bradford); 
H H. Blackburn, r.c... (Bradford); H Bolton, F.c.a. 
puis J. C. Dawson, F.c.a. (York); P. H. Dobson, F.c.A. 


T. W. E A.C.A. (Bradford); G. N. SE 


Kas (Leeds); E. R. Longman, F.c.a. (Leeds); G. P. 
den, a.c.a. (Halifax); S. T. Milner, F.c.a. (Harrogate); 
D. North, 3 F.c.A. (Batley); G. D. dac M.A., F.C.A. 
(Lea), W Powell, F.C.A. (Leeds); W. A. Rawlinson, 
teats R. S. Wainwright, M.A., F.C.A. (Leeds); 
A Rasher SE p (Leeds); H. L. Simpson, F.C.A. 
(Huddersfield); J. L. Simpson, ¥.c.a. (Bradford); D. Steele, 
F.G.A, (Bradford); E . Sugden, F.C.A. (Leeds); Derek Veale, 
M.A., F.C.A. (Leeds); Rupert A F.C.A. (Leeds); Victor 
bag F.C.A. (Leeds); G. D. Warrington, B.8C., A.C.A, 
Messrs C. W. Boyce, C.B.E., F.C.A., and Mr E. Duncan 
zd F. E are ex o members of the committee, as 
the Council of the Institute practising in the 
trict. 


NEW PREMISES FOR BRITISH INSTITUTE 
OF MANAGEMENT 


. The headquarters offices of the British Institute of 
Management and the Institute of Industrial Adminis- 
tration, at present at 8 Hill Street, London, Wir, are 
to be transferred next month to new premises at 80 
Fetter Lane, London, EC4. 

‘The new premises will accommodate the British Insti- 
tute of Management's lending and reference library and 
there will also be a lecture room to seat 200 people, 
together with smaller conference and committee 
rooms. The layout of the offices will give effect to the 
changed organizational structure of the two Institutes 
resulting from their recent integration. 
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THE INSTITUTE OF 
GOST AND WORKS ACCOUNTANTS 


CHESTER AND NORTH WALES SUB-BRANCH A 


The Chester and North Wales Sub- branch of ee 
Institute of Cost and Works Accountants held a 
and ladies’ evening at The Blossoms Hotel, Chester, on 
April 4th, at which Mr C. Meacock, A.C.W.A., Chairman 
of the Branch, presided. 

Responding to the toast of “The Institute of Cost and 
Works Accountants’, proposed by Mr C. N. Ribbeck, 
B.8C., Mr H. J. Furness, F.c.w.a., a Vice-President of 
the Institute, spoke of the revolutionary changes in 
industrial and managerial techniques in the present 
day. He said: 


‘Projects are under way which will confirm our status as 
a great power for generations to come and greatly enrich 
our standard of living. New ideas and new concepts are 
transforming the industrial scene. ` 

‘Nuclear energy for industrial use, with all that it implies, 
the development of electronics in the manufacturing and 
commercial field, the impact which fully automatic plants 
will have on the relationship of cost and time, are a few of 
the important projects which now confront us. 

‘These benefits which science has given us must be 
harnessed effectively for the improvement of industrial 
GEN for enhancing the productivity of our fac- 
tories. We as cost accountants have, therefore, a special 
duty to study and understand these new advances and 
innovations so that we can direct managerial attention upon 
the things which will give us, as a nation, the maximum 
retumn. ... 

"With the complexity of business today, managemen 
needs all the assistance it can have from experts in vario 
fields in order to make right decisions, and with the Bra 
stant crises in the balance of payments the task of com- 
peting in the world markets becomes more and more 
difficult. 

‘The country's prosperity, indeed tbe survival of the 
national economy, depends on the maintenance of a favour- 
able balance of payments, and in this task the cost account- 
ant can make a vital contribution. 

*Our resources, which are so hard to come by, must be 
efficiently utilized. Wastage, not only of materials but of 
time, skill and effort, must be eliminated and investments 
must be wisely directed into channels which will yield 
maximum returns.’ 


Mr Derek du Pré, Joint Secretary of The Institute 
of Cost and Works Accountants, proposed th 
of “The City of Chester’ and Councillor F. Hart Davies, 
J.P., Mayor of Chester, responded. The toast of ‘Our 
Guests” was proposed by Mr Meacock, and Mr A. 
Cluer, B.SC., A.R.I.C., A.M.I.CHEM.E., replied. 






























FACTORY EQUIPMENT EXHIBITION 


The 1957 Factory Equipment Exhibition will be held 
at Earl’s Court, London, from April 29th to May 4th. 
The exhibition is the fifth of its kind and, with over 
three hundred exhibitors, the largest of the series so 
far. A special section of the exhibition will be devoted 


to office equipment. 


Telephone: Victoria 2002 (3 lines) 
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BUILDING SOCIETIES' ACCOUNTS 

. Tz ‘Str Harotp BELLMAN’ CHALLENGE Cup 
_The Building Societies Association has announced 
that a Challenge Cup, which Sir Harold Bellman has 
presented to the Association, is to be awarded annually 
to the building society which, in the opinion of an 
adjudicating panel, publishes the  best-produced 
annual report and accounts. 

The competition for the cup is open to all members 
of the Building Societies Association and in awarding 
the cup, the panel will pay regard to the size of the 
society, the information given, clarity and style of 
presentation, conformity with the prescribéd annual 
return, and conformity with the regulations of the 
_Association. - | 

‘The accounts to be considered for each award of the 
cup will be those for the financial years ending be- 
tween January 1st and December 31st in each year, 
and for the year ended December 31st, 1956, fifty- 
three societies have entered for the competition. 'T'he 
President of the Association, the Duke of Devonshire, 
M.C., D.L., will present the cup to the winner on May 
17th during the Association's annual conference at 
Eastbourne. 

‘The members of the adjudicating panel are as follows: 

The Duke of Devonshire, M.C., D.L. (Chairman); Mr 
R. G. Connell (a member of the Council of The British 
Federation of Master Printers); Mr Gordon Newton 
(Editor of The Financial Times) Mr H. W. Norris (a 
member of the Council of The Institute of Bankers); Mr 
C. U. Peat, M.C., M.A, F.C.A. (a member of the Council of 
E SMS of Chartered Accountants in England and 

ales). 
^ The Chairman of the Council of the Association 
and the Chairman of the Accountancy Committee 
will act as assessors to the panel. 


RATEPAYERS’ ACCOUNTS BY COMPUTER 


‘Towards the end of 1956 two local authorities an- 
nounced their intention to use electronic computers 
in their offices (The Accountant, dated December 15th, 
1956), but the first machine to go into actual local 
government service has been installed by Norwich 
City Council. This computer will be used, to begin 
with, in the preparation of rate demand notes and the 
maintenance of ratepayers’ personal accounts. 
i rmation about all the Council’s properties will 
be stored on reels of magnetic film - each reel record- 
ing details of about 9,000 properties — and during the 
course of the present financial year, the magnetic films 
will be processed each week to record details of cash 
paid by ratepayers and amendments necessitated by, 
for example, changes of occupier and sales of property 
by owners. At the end of the half-year, each film will 
contain details of all transactions with ratepayers 
during the period. 

In the course of the next financial year, the computer 
will take over sundry debtors records for some 50,000 
accounts, the integration of water-rate billing and 
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accounting with that of the general rate, analysis of 
invoices, and certain aspects of personnel records. 
Future plans include costing, payroll production, and 
maintenance of accounts with loan creditors. 


EXETER CHARTERED ACCOUNTANT 
STUDENTS’ COURSE 


The Exeter and District Branch of the Bristol and 
West of England Society of Chartered Accountants 
held a students’ residential course recently at Hope 
Hall, Exeter University. A comprehensive programme 
of lectures was arranged, together with a mock com- 
pany meeting, a mock public examination of a debtor, 
and a mock meeting of the General Commissioners; 
the latter meeting was arranged and presented by the 
Bristol Inland Revenue Training Establishment. The 
course was attended on behalf of the Council of the 
Institute by Mr P. F. Carpenter, F.C.A., who spoke on 


: the ‘Examinations of the Institute’. 


The course was attended by about ninety students 
and was most successful, with students coming from 
Cheltenham and Swindon in the north-east and from 
Penzance in the south-west. It is is hoped to arrange a 
similar course next year. i 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


‘Members of the Society are reminded that the library 
and study room at Spencer House, South Place, EC2, 
are open on Mondays to Fridays from 9.30 a.m. to 


5.30 p.m.; the study room is available for evening 
study by prior arrangement. The following meetings 
of the Society will be held during next week: 


"Practical aspect’ lectures for Intermediate candidates 

(admission by card): 

Tuesday: ‘Costing’, by Mr F. T. Hunter, F.c.a., F.C. W.A.; 
"Ihe work of executors and trustees' by Mr W. M. 
Lockyer, A.r8.; “Banking practice, by Mr H. J. 
"Witheridge, M.C., B.COM.; ‘Assurance and insurance’, 
by Mr S. R. Fenwick, F.c.1.1. 

Wednesday: ‘Dollars and sterling, by Mr H. Hunter; 
‘Accounting for management’, by Mr W. S. Hayes, a.c.a.; 
‘Economic effects of taxation’, by Mr A R. lIlersic, 
M.8C.(ECON.), B.COM. 


"Practical aspect’ lectures for Final candidates (admission 
by card): 

Thursday; “The chartered. accountant and accounting 
mechanization’, by Mr J. Sandford Smith, A.C.A.: 
“The finance of foreign trade’, by Mr H. J. Witheridge, 
M.C., B.COM.; “The accountant’s place in an industrial 
organization’, by Mr E. H. Davison, a.c.a.; 'Receiver- 
ships and bankruptcy practice, (including deeds of 
arrangement), by Mr Leslie Cork. 

Friday: ‘Building societies: their functions and financial 
structure’, by Sir Bruce Wycherley, M.C., F.c.1.8.; “The 
consolidation of accounts in practice’, by Mr E. D. 
McMillan, A.C.A; “Stock exchange practice’, by Mr P. 


Legge. 
Friday, 5 p.m., at the Hall of the Chartered Insurance 
Institute: annual general meeting. 


MOTOR — FIRE —— CONSEQUENTIAL LOSS 


MOTOR UNION 


INSURANCE TD 
COMPANY: B 


10. ST JAMES'S STREET, LONDON, SW1 





^ SEVENTY-FIVE YEARS AGO" 
From @he Accountant or APRIL 29TH, 1882 
Extract from leading article entitled 
Loca SOCIETIES OF ACCOUNTANTS 

As will be seen from a report published elsewhere, 
a meeting of the Chartered Accountants of Birming- 
ham and district has been held for the purpose of 
establishing a local society of Accountants similar to 
the societies now in existence in Liverpool, Man- 


chester and Sheffield. A previous meeting having a 
similar object in view was held as far back as May 


20th, 1880, when it was resolved to postpone the matter ` 


until the passing of the Bye-Laws of the Chartered 
Institute, which, it will be remembered, originally 
contained provisions for the establishment and main- 


 ACCOUNTANTS' CROSSWORD 


Compiled by Kenneth Trickett, A SA A. 
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ACROSS 


1. Fx — it sounds like an American nib (7). 
5. Cost of transport or food (4). 

10. A sovereign, what! (4). 

11. Barred the right of redeeming (10). 
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tenance of affiliated societies in various parts of the- 
kingdom. 

We cannot help regretting -that the proposal to 
eatablish affiliated societies by bye-laws of the Institute" 
was for the time abandoned. 

The advantages which strike us as , being at once 
apparent are: 1. The influence of the Institute would . 
be more far-reaching through these local societies 
than it can hope to be without. 2. They would tend ' 
to increase the efficiency of Accountants outside the 
Metropolis. 3. The establishment of local offices, and 
libraries in connection therewith, would place coun.ry 
members on a more equal footing with town members. 
4. These societies would be extremely useful to the 
parent society in getting local information, which is 
not so readily obtainable. from the chief offices, no 


I2. Last, like a meeting called under Section 300, Com- 
panies Act, 1948 (5). 

13. Coincidences of ‘basis years’ in the position of sweets 
being passed round at the theatre (8). 

15. As an indication, it could be a synonym of 1 (6). 

16. Safe guarantee (6). 

18. Buying and selling rated differently (5). 

19. ‘Stabilize — in winter, presumably (6). 


conditions of Section 129, Companies Act, 1948 (6). 
21. The success of their business depends on policy, of’ : 
course (8). b 
23. Coach on railway lines (5). 
a5. Schedule ordinal referred to in Section 433, Companies 
Act, 1948 (10). 
36. Ex Exchange for money — how deceptivel (4). 
27. One budgets to make both of them meet (4). 3 
28. How the chairman may quietly live (7). - S 


. DOWN 


2. KC ON or 80 they may be designed (two words, 
10), 


. Such Gen E in a deed legally effect the transaction CH 
Invalid (4). 


3 
4. 
6. Look inside the place of residence for these (10). - 

D The same part of the share qualification (5). 

. Embezzled (15). 
9. Connect a vessel — it’s painful for the member who has 
coxalgia (13). 

14. Concerned in the disfigurement of a rented site (1o). 
17. For clarity, a tax is about to be informed (9). 
22. Related pawnbroker (s). . 
a4. À mark which appears in most articles of association (4). 


The solution will lg published in next week's issue. 
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CHEQUE ENDORSEMENT 

T was in April 1949 that in the correspondence columns of 

this journal a reader questioned the need for cheque endorse- 

ment, the making of which, in a business receiving large 
number of cheques, takes up an appreciable.amount of time. 
The end of the long train of events then set in motion is in sight, 
for now, just eight years later; the Cheques. (No. 2) Bill, which 
seeks to remove the need for endorsing the great majority of 
cheques, has received its second reading and goes on to the 
committee stage with Government approval.. 

"For many years before 1949, students of banking law had 
realized that endorsement — an anomalous survival of the negoti- 
ability of the bill of exchange from which the cheque developed — 
served no useful purpose at all on cheques paid into the account 


` of payees.. They had questioned whether it was really essential 


even on cheques that were in fact passed on to third parties; and 
following on the letter, with àn accompanying editorial article, 
published in The Accountant?!, banking. self-examination was 
renewed in articles in The Bankers’ Magazine and The Banker. 
The Federation of. British Industries took up the inquiry; and 
the banks set up a.committee to examine the matter.. . 

Then, after a pause, MR GRAHAM PAGE, M.B.E., LL.B., Conserva- 
tive M.P. for Crosby, introduced into Parliament a bill designed 
to remove the need for endorsing cheques paid into payees’ 
accounts. This did not get its second reading, but following 
immediately upon this failure came the appointment, in February 


1955, of a committee under the chairmanship of MRA. A. MOCATTA, 
-Q.C., to consider the whole question of a reform of endorsement 


mmittee received evidence from all interested 
The Institute of Chartered Account- 
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for when. he pays it into his account it is only his 
own endorsement, as the holder of the cheque, 
that the Act makes unnecessary — and of course, 
in practice, this last endorsement has very seldom 
been called for by the banks. The bill also seeks 


to remedy two long standing banking law anom-.- 
alies which the Mocatta Committee examined. ` 


The ¢lauses concerned are of little public interest. 

This brief summary does less than justice to the 
difficulties Mr PAGE has had to overcome. He has, 
of course, had to conduct an extensive campaign 
of education and conversion before the necessary 
support could be enlisted. He has also had to 
overcome some practical difficulties, the’ most 
serious of which — at one time it seemed possible 
that it would be insuperable — was the widespread 
use in business of.the endorsement as a receipt. 
This use had developed, as it were, outside 
banking: the banks had allowed the development 


to take place, indeed had had to take the necessary 


steps to protect themselves against its legal 
consequences, but it had never become an integral 


part of the banking system. But the popularity of . 


the practice was great enough to make pressure 
for.its retention quite formidable, while the banks, 
very naturally, were unwilling to countenance a 
partial reform which would find them examining 
every cheque for endorsement merely because 
some of them were still acting as part of their 
customers’ book-keeping systems. Compromise 
on this point was reached when the banks agreed, 
before the Mocatta Committee, to allow the 
endorsement-receipt to. continue by agreement 
with individual customers, so long as all sug 
cheques bear a distinguishing mark 
the paying banker will thus 
and look at the back o£ 
Not all the oth 


THE 
ACCOUNTANT 


April 27th, 1957 


-fórm of a multiple rubber stamp, put on the 


cheque both the wrong and the right name, and 
this can be of obvious use.to auditors. 
The Council suggested a procedure ne 


-to enable a cheque whose payee is wrongly desig- 


nated to be collected without endorsement. while 
at the same time preserving (indeed, enhancing) 
the valué of the paid cheque to the drawer as 
evidence of payment. The suggestion was that if 
a cheque does not bear the correct name of the' 
payee then the name of the customer whose bank 
account is being credited and the name an 
address of the collecting bank must be entered on 
the cheque. It will readily be apparent that in 
business houses this suggestion could be imple- | 
mented by'adaptation of the special crossing ` 
stamp which is commonly used as a safeguard 
against misappropriation. 

The committee rejected the suggestion, and. 
it is difficult to follow their comment that their 
own recommendations 'should adequately meet 
the Institute's points’. The committee envisaged 
(and the bill now before the House is drafted to 
the same end) the.collecting banker receiving, at . 
his discretion, cheques not made out in the correct/ 


‘name of the payee, so long as he is satisfied that 


the customer is in fact the payee. This is precisely 
the difficulty the Council sought to pin-point. 
It is also the reason why the Council, in the light 
of their memoranda, will not welcome clause 3 
of the present bill, which makes the unendorsed 
cheque evidence of the receipt by the payee; for 
the Council argued, if the names may be by 
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THE SOCIETY'S YEAR 


LTHOUGH the survival or ‘extinction of 
The Society of Incorporated Accountants 
will shortly be decided by its own mem- 
bers, the 1956 report of its Council — reproduced 
elsewhere in this issue — conveys little impression 
of uncertainty as to the future. It must have been 
difficult for the Council, while preoccupied with 
the details of the proposed integration scheme; to 
—present a ‘business as usual’ facade to the outer 
world but the account it renders of its steward- 
ship in the past year shows how well it has suc- 
ceeded. The customary activities, administrative 
and professional, were carried on with the same 
‘zeal and enthusiasm which have established the 
Society in its present proud position. 


The membership at December 31st, 1956, was- 


11,137, a net increase of 353 over the correspond- 
ing figure at the end of the previous year. Of the 
latest total, 3,642 (or just under one-third) were 
in practice. The number of articled clerkships 
"fegistered during 1956 was 557 and 606 bye-law 
} candidates were enrolled, making a total intake 
` of 1,163. Compared with 1955, this was a de- 
crease of 96, composed of 78 fewer articled clerks 
and 18 fewer bye-law candidates. 
The examination results for 1956 did not main- 


tain the improvement of recent years. In the 


Intermediate examination, 536 of the 1,290 
candidates were successful. ‘This represented a 
percentage pass of 42 compared with 44 for 1955. 
In Part I of the Final examination, 570 passed 
"out-of 1,248 and so held the 1955 percentage 
pass rate steady at 46, but in Part II of the Final 
examination, the 435 successes out of 809 candi- 
dates constituted a percentage pass of only 54 
as against 66 in 1955. Of the 117 students who 
sat both parts of the Final examination together, 
31 or 26 per cent passed which.was 1 per cent 
less than in 1955. 
Principally due to the increases in the rates m 
annual subscriptions which came into operation 
--on-January tst, 1956, the Society's 1956. income 
from all sources, at £86,040, showed an increase 
of £11,987 over the 1955 total. On the other side 
of the account, however, every expense heading 
aggregate was greater and the resultant surplus 


was only £1,884. The previous year showed a. 


deficit of £1,876 so that, in all the circumstances, 


the reversion must be dd as satisfactory. 
After taking into account a special charge item of 
£4,314 for expenses in connection with the pro- 
posed intégration scheme and a surplus of £239 
on redemption of Government securities, the 
balance on income ànd expenditure account to be 
added to the accumulated fund total of {100,000 
was reduced from £2,861 (last year's carry 
forward figure) to £670. 

To affairs concerning the profession as a whole 
in 1956, the Society made a number of useful 
contributions, among them the submission of 
written and oral evidence to the Bankruptcy Law 
Amendment Committee over which JUDGE 
BLAGDEN is presiding. In more domestic circles, 
the Society was continuously active. The course 
at Gonville and Caius College, Cambridge, in 
September 1956, was attended by 112 members 
who listened to no fewer than six papers on a 
wide range of professional. subjects. Over 


500 meetings and functions were held under 


the auspices of the branches and district societies 
and close liaison was maintained with the 
African and Australian branches. Two open 
seminars were held during the year at Incor- 
porated Accountants' Hall under the direction 
of the Stamp-Martin Chair of Accounting. In 
June 1956, Proressor F. SEWELL Bray, F.C.A., 
F.S.A.A., gave a lecture on capital changes. This, 


together with the other lectures delivered by 


him since the formation of the Chair, was recently 
published in one volume by the Oxford University 
Press. 

. Whatever the future holds for the Society as a 
corporate body, it is evident that the cultural 
activities which it sponsors will not be lost to the 
profession. In the. event of the integration scheme 
being rejected, they will presumably continue in 
their present form. If the scheme is accepted, 
then the energies of those members who conduct 
them now would undoubtedly provide a further 
stimulus to the similar pursuits of the three 
chartered bodies. The prospect, in either in- 
stance, is reassuring to those who fear, rightly or 
wrongly, that integration would mean a con- 
traction rather than an expansion of the intel- 
lectual horizons of the profession. 
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HEN considering the records necessary 

for transport costing it is essential to 

realize that certain daily records are 
required by law. It should also be understood 
that these records, correctly used, can be of 
considerable assistance in increasing vehicle 
operational efficiency. 


Information Required by Statute 


The Road and Rail Traffic Act, 1933, which 
introduced carriers! licences for goods vehicles, 
laid down the information which: must be kept 
in respect of such vehicles. The Act states, in this 
connection: 

'(a) as respects every person employed by him as a 

driver or statutory attendant of an authorized 
vehicle, the times at which that person com- 
menced and ceased work and particulars of 
his intervals of rest and the like information as 
respects himself when acting as such a driver 
or attendant 
as respects every journey of a vehicle on 
which goods are carried under the licence, 
particulars of the journey and of the greatést 
weight of goods carried by the vehicle at any 
one time during the period to which the record 
relates and the description and destination of 
the goods carried’: 
These requirements were amplified by The 
Goods Vehicles (Keeping of Records) Régu- 
lations, 1935, the purpose of which was to assist 
holders of ‘A’, ‘B’ and ‘C’ licences in the keeping 
of records. . 

The fact that several thousands of pro- 
secutions occur annually and many heavy fines 
are imposed, adds emphasis to the point that care 
should be exercised in the keeping of the records 
which are stipulated as a condition of the licence. 
If breaches of the law in this respect occur 
frequently, it is possible for a licensing authority 
to suspend or revoke a licence. It should perhaps 
be pointed out at this stage that although the 
duty of the driver is to keep the record, it is also 
the responsibility of the licence-holder to see 
that the record is kept. 

The regulations indicate there are four classes 
of work to be covered, these being the work 
performed by: 


(x) Full-time driver on collection and/or delivery 


(b) 
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work within twenty-five miles radius from 
loading base. 

(2) Part-time driver on collection and/or delivery 
work within twenty-five miles radius TOT 
loading base. 

(3) Full-time driver on any work other than 
collection and/or delivery within twenty-five 
miles radius from loading base. 

(4) Part-time driver on any work other than 
collection and/or delivery within twenty-five 
miles radius from loading base. 


In each instance it is necessary that the es 
sheet should give the name of the licence-holder 
and the date of the record. Where the record 
relates to a split day, e.g. a driver starting work in 
the evening of one day and not finishing until the 

following day, both dates should be shown. | 





Meaning of ‘Driving’ and ‘Work’ 


Before considering details which must be givei 
on the log-sheet, it is as well to appreciate the 
meaning of the terms ‘driving’ and ‘work’. 
‘Driving’ includes any time spent by a driver on 
other work in connection with a vehicle or its 
load, such as time occupied in loading or un- 
loading and also on repairs to the vehicle; but it 
does not include work such as time spent on 
warehouse duties. A specified exception to this 
definition of ‘driving’, is that time spent in con- 
nection with agricultural or forestry work is not 
to be counted as driving time, as long as the 
vehicle is not on a road. An advantage of -thies 
exception is that it obviously allows increased 
work to be obtained from vehicles and drivers, 
as vehicles can be drawn off the road for such 
work as loading in orchards, leaving maximum 
time for actual driving. 

The definition of ‘work’ includes work of any 
description, and not only the work of driving. 


The Log -sheet 


The regulations specify the information to be. 
recorded on the driver's ‘log-sheet’; the inform- 
ation falls into two categories. The first concerns 
the periods of work and rest of the driver (and 
statutory attendant, if any) and the second, the 
journeys made and the loads carried. 

The information required in respect of a 
full-time driver on collection and/or delivery 
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‘within twenty-five miles radius from loading base 
18: 
"Category I: 

(a) Date and time last ceased work; (5)time 

commenced work; (c)intervals of rest; (d) time 

ceased work; (e) total time worked, excluding 
intervals of rest. 
Category II: 

(f) Identification number of ‘A’, ‘B’ or ‘C’ licences; 

(g) index mark and registration number of the 

vehicle; (k) number of trailers (if any); (1) district 

served; (7) description of goods carried; (k) maxi- 

mum weight of goods carried at any one time. 
"The difference between the information for 
class 1 (full-time driver) and class 2 (part-time 
driver) is that with the latter it 1s necessary to 
show, in addition to the time of commencing and 
‘finishing the work, the time spent in connection 
with the load or vehicle. Similar information also 
has to be given in regard to class 4, as this, too, 
refers to part-time drivers. It may also be added 
that with classes 3 and 4 it 18 insufficient to give 
merely the district served, since the information 
must show particulars of the journey and the 
destination of the goods. 

- The question as to the advisability of having 
A different type of form for each of the classes of 
driver will naturally depend on the particular 
firm and the character of the work which has to 
be done. Many concerns find it simpler to have a 
single form designed to embrace all the differing 
requirements. 

The details mentioned are obligatory and 
it is at this stage that consideration may be given 
as to means of using the records to assist with 
costing and with increasing vehicle operating 
efficiency. 


"Advantages of Further Information 


It will usually be found of additional assistance to 
include certain further details on -the records, 
such as the mileage of the journey and the con- 
sumption of fuel and oil, and in deciding on 
the way in which the information shall be given; 
its value in preventing pilferage, error, or the 
misuse of transport, should not be overlooked. 

For instance, in the case of the recording of 
mileage, provision for both the starting and the 
finishing milometer readings should be made. 
It will then be immediately apparent if there has 
been any unauthorized use of the vehicle which 
would require investigation. With most firms 
there are many regular runs, even where several 
deliveries or collections are involved, and a 
scrutiny of the mileage covered -by different 
vehicles and drivers can be of great use. 
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Again, log-sheets can be made a medium for 
checking fuel supplies and usage. The records 
should show the amounts drawn and bought, 
used and left in tanks daily. It will be obvious that 
some .of the figures, ie. fuel used and fuel in 
tanks, will not be exact, but taken over a short 
period, the margin of error should be very small. 
By checking the amounts drawn by vehicles 
against bulk supplies purchased, any errors can 
be seen, which might arise from  pilferage, 
incorrect recording by staff or pumps, leakage 
from tanks, bad filling, or incorrect quantities 
supplied. 

It may be mentioned here that the details 
recorded on log-sheets form a convenient means 
of obtaining the information required’ for the 
Customs and Excise returns for diesel fuel. 
Moreover, at the present time, they also provide 
the data necessary for application for vehicle fuel 
under rationing. 

In addition, the normal operational figures, 
such as miles per gallon of fuel, and per pint of 
oil, can easily be compiled. Generally speaking, 
the records should relate to weekly periods 
showing mileage operated, fuel and oil used, and 
averages. 

The figures will usually give an indication of 
the efficiency of driving and the mechanical 
condition of the vehicle. Naturally, they have to 
be considered in relation to various other factors 
such as the loads of the vehicle, the types of 
journey run and the weather conditions, but, 
as already noted, with many firms, journeys 
follow a set pattern usually at weekly or monthly 
intervals, and the interpretation of the statistics 
becomes a matter of routine. 


Other Uses of Log- sheet 


Before dealing with certain other aspects of these 
statistics in their use for promoting vehicle 
efficiency, their use in connection with ordinary 
transport costing should not be overlooked. 
The log-sheets can provide details of fuel and oil 
usage, to which may be added other running 
costs for grease, materials, maintenance labour, 
any outside repairs and tyres, as well as standing 
costs consisting of wages, depreciation, licences 
and insurances. A full picture of vehicle operating 
cost should then be available. 

"'[héese vehicle costs can often be used to 
obtain various statistical data which can assist in 
assessing the value of using own road transport in 
comparison with the cost of using outside road 
contractors or rail transport. To obtain such 
comparisons, the tonnage handled, or number of 
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cases or Similar-unit-used, has to be recorded, 
enabling the figurés to be obtained for the cost 
per ton or cost per ton/mile. When negotiating 
agreements with other interests, such as rail and 
road transport contractors, this information i8 
obviously of importance. 

. Another aspect of vehicle statistics which may 
be mentioned. at this stage as it is of major 
importance in connection with costs, concerns 
the loading of the vehicle in relation to its 
maximum carrying capacity. It is a feature of 
‘C’ licensed vehicle operation, that because 
vehicles are restricted to carrying the trader’s 
own goods, they run for considerable mileages 
either empty or only partly loaded. The extent of 
such under-utilization should be known, and this 
can be obtained’ by taking out details, preferably 
both: in relation to journeys (outwards and 
return) and. mileage, showing the capacity 
loading — usually in the form of a percentage. 
The..detail required naturally varies with the 
particular firm but often broad approximations 
are sufficient. These figures quickly throw into 
relief uneconomical working and often show 
where advantageous amendments can be made 
in EE d d 


Drivers' Hours of Work and Rest 


Again, referring back to the statutory require- 
ments: it will be seen that the information which 
has to be recorded in the log-sheets immediately 
shows any illegal working regarding drivers’ 
hours, and rest periods. It is perhaps as well to 
recall that the three main features of drivers' 
hours and rest periods (as they concern ‘C 
vehicle drivers) are: 

(1) No driver may drive for a period of more than 

five and a half hours after which there has to be 
a break for rest and refreshment of not less than 
half an hour. 

- (2) In the twenty-four-hour period commencing 

. 2 am. no driver may drive for more than 
eleven hours. 

| (3) There must be.a main break of ut least ten 

hours in the twenty-four-hour period, calcu- 
lated from the commencement of 

This ten hours may, however, be reduced to 
nine hours subject to the driver being given a 
break of not less than twelve hours during 
the next succeeding twenty-four hours. 

Each record must relate to a separate period of 
twenty-four hours but there is no reason why a 
single sheet should not include seven separate 
records. 'l'his is made possible as it is laid down 
that the record must be delivered to the licence- 
holder, or his authorized representative, within 
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seven days of the expiration of. the period to 
which the record relates. The record must also be 
made up currently and not left to the end of the 
day. It must be carried by the driver who must 
sign it; if there are two drivers in a vehicle, one 
record is sufficient, but it must be signed by both 
drivers. The period for which the records must 
be retained is at present three months. 

It is apparent that a careful study of drivers’ 
hours and rest périods can enable increased: work 
to be obtained from vehicles. In this connection 
the use of an additional driver on a vehicle is a 
matter of importance. In many cases this enabl 
a vehicle to be kept in operation for periods in 
excess of eleven hours as the driver not at the 
wheel can be considered to be having ‘a period of 
rest’. When use is made of such an arrangement, 
care has to be taken to makè certain that the 
requirements for a statutory attendant to travel 
on a vehicle is not confused with this use of a 
second driver. The point which has to be borne 
in mind is that the time a statutory attendant 
spends on a vehicle, even though he is not driving, 
is classified as ‘driving’. | 


` : 
NU: 


| Vehicle Speeds 


It will be appreciated that one of the incipe 
factors controlling the work which can be 
obtained from goods vehicles, is the speed at 
which they may be driven. Many firms appear 
still to be in some doubt as to the position 
regarding empty goods vehicles. Whilst for some 
time, owing to a rathér unexpected interpretation 
of the law, goods vehicles — normally restricted to 
30 m.p.h. — were allowed to ignore this limitation 
(except, naturally, in built-up areas) when trável- 
lng empty, this position has now been alter 
Goods vehicles are subject to the 30 m.p.h. 
limit whether loaded or empty. 

On the other hand, there is to be an alteration 
regarding heavy goods vehicles normally res- 
tricted to 20 m.p.h. Legislation has now been 
passed which will raise the speed limit for such 
vehicles to 30 m.p.h.; this is to operate from 
May 1st next. The change has been under con- 
sideration for many years, but has been repeatedly 
deferred owing to lack of agreement between 
vehicle operators and drivers. This new legis- , 
lation will prevent much known abuse of the law, | 
and 'cooking' of records and will enable increased 
mileage to be obtained from the vehicles affected. 
The rescheduling of journeys can mean, in many 
cases, that fewer vehicles are required, with 
consequent reduced capital expenditure and 
lower transport costs. 
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AFRICAN COMMENTARY -IV 


by ROBERT E. ELLMER, M.A.(Cantab.), A.C.A., A.C.LS. 


Senior Lecturer in Accountancy and Statistics at the Royal Technical College of 
East Africa, Nairobi, Kenya. 


Pension Schemes in South Africa 


| N his article entitled ‘The administration and 
| funding of pension schemes', which appeared 

in The South African Tournal of Economics for 
December 1956, Mr T. A. Murray discussed the 
choice which an employer has of either admin- 
' istering a pension scheme internally, or arranging 
the scheme with a life office. He states: 


‘For many years mortality has continued to 
improve steadily, and in recent times the improved 
standards of living and the progress and discoveries 
of medical science have led to increases in longevity 
that are little short of remarkable. It is not generally 
appreciated that this very desirable state of affairs 
is having an adverse effect on the funds and finances 
of privately administered pension funds, and on the 
annuity portion of life office business — to the ex- 
tent that the improvement in longevity exceeds 
expectations. While the trend of mortality rates is 
moving against pension and annuity business, it is 
N moving in favour of the life offices in the conduct 

- of their assurance business.’ 

Mr Murray considers that the privately admin- 
istered pension scheme is uneconomic where there 
are fewer than 300 employees. The advantages 
put forward for a scheme entrusted to the life 
office are: stability in mortality experience be- 
cause of the great number of lives assured, skill 
in investing funds that could not be matched by 
a small firm, reduced expenses of administration 
because of the large volume of business, e.g. the 
-introduction of electronic devices to perform 
work which otherwise would have to be per- 
formed by large numbers of clerks. 


Taxation in South-west Africa 


Interesting details regarding the tax position in 
South-west Africa are given in a ‘fact paper’ 
issued with the January number of the Digest of 
South African Affairs. In this territory, in which 
sheep-farming and the mining of diamonds and 
copper form the main industries, and with its 
“complete dependence on imported industrial 
products, the income tax position is characterized 
by the following features: 

(a) Liability to income tax commences at {700 per 
annum for single persons, and {1,000 per 
annum for married persons. 

(b) Maximum rate for single persons is 3s 3d in 


the £, and for married persons, 3s in the £. 


(c) Personal tax varies from {2 per annum to {ro 
per annum, according to income. 

(d) Non-mining companies pay a flat rate of 4s 6d 
in the f. 

(e) Mining companies have a maximum rate of 
tax (7s for diamond mining, 6s for other 
classes of mining), which operates on a sliding- 
scale basis, in accordance with the ratio of 
profits to expenditure. 


A fund, called the Territorial Development and 
Reserve Fund, has been established by the 
Government of South-west Africa, for the pur- 
pose of financing capital works. In 1955-56 this 
fund received £5,930,000, or 56:5 per cent of the 
total public expenditure of the territory. It is 
worthy of note that South-west África has been 
able to finance all public projects without 
borrowing since 1937. 


Kenya Court Decision on Debt Collecting 


Àn interesting case has just been heard in Nairobi, 
in which a partner in a debt-collecting firm was 
acquitted on charges of stealing from clients, the 
allegations having been based upon the fact that 
sums collected had been paid into the agency's 
overdrawn bank account, without simultaneous 
reimbursement of clients. The delay in remitting 
the collections to clients had led to the institution 
of proceedings against the firm. It was sought to 
prove fraudulent intention because the proceeds 
had in fact been paid into an overdrawn account. 
Mr Justice Rudd stated that the evidence sub- 
mitted was not capable of establishing fraudulent 
intention, since there was nothing to prove that 
the firm could not have drawn cheques against 
the overdraft, and thereby reimbursed their 
clients at any time. In his defence, the accused’s 
representative said: 


"The Crown has suggested that where cheques 
are lodged in an account which is overdrawn, you 
must infer that the person who lodged them in- 
tended to convert them to his own use. In my 
submission, that would be a most peculiar in- 
ference to draw, and would be quite unjustified. 
If the accused knew that by making lodgment he 
could not fulfil his duties to his customer, then the - 
position would be very different.’ 


* 
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The Function of Crown Agents 
Sir Alfred Savage, a former Governor of Barbados 
and of British. Guiana, who has been visiting 
East Africa, in an interview reported in the East 


African Standard, described the Crown Agents, _ 


of which he is a member, as the largest single 
exporting organization in Great Britain. He stated: 
"We are not paid out of taxes, and live on a com- 
mission that is adjusted from time to time to avoid 
piling up profits. For several years we have re- 

" turned an annual average of £250,000 to clients in 
ratio to the amount of business we conducted for 


them.' 


South African Mining Companies' 
Group System 
_ Issued with the February edition of Monthly 
Notes from South Africa is an important ‘fact 
paper' on the organization of the South African 
mining industry. This paper states: 
"World-wide practice has demonstrated that the 
common interests of producers in any industry are 
most efficiently and most economically served 
. through a central co-operative organization, main- 
. tained by the members of that industry, whether 
. these members are in close competition for the sale 
of their products or not.’ 


In the case of the South African mining in- 
dustry, the 'central co-operative organization' is 
called the “Chamber of Mines’, the functions of 
which include the negotiation of agreements with 
trade unions, technical research, and the co- 
ordination of finance between the major mining 
finance corporations or 'groups'. 

As the fact paper states: 


‘Soon after the discovery of gold in the Wit- 

- watersrand, it became obvious that the winning of 
gold from ever greater depths would demand the 
investment and expenditure of far more money, 
-and the application and development of far more 
“complex technical operations than had ever before 
" been needed for mining work.. Accordingly, the 
paper continues, ‘a method of organization called 
the "group system" was evolved, in which groups 
of gold-mining companies are associated together 
under the central administration of a mining finance 
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corporation. Every mining company is'an entity in 

the same way as any other company, but by being 

a member of a "group" it is able to avoid excessive. 

'expense and wasteful effort because it pools certain 
specialist services.’ 

An outstanding feature of the ‘group system’ 
is its comprehensiveness, for these mining finance 
corporations provide collective - ee sec- 
retarial, accounting, and technical services. 


Man-hour Output in South Africa 


Commerce and Industry, the official journal of the 


Department of Commerce and Industry in South 
Africa, as reported in the Digest of South African 
Affatrs for January 4th, has warned industrialists 
that it would be foolish, or even fatal, to pursue a 
policy directed towards the sole objective of 
attaining the highest possible output per man- 
hour, regardless of the circumstances EE 


the economics of the situation. 


"Countries with an abundance of man-power 
and a dearth of capital’, the article states, ‘will 
. employ more labour per unit of capital than 
countries where the position is reversed. The 
operative hours per unit of output may be ex- | 
. pected to be higher in countries with an abundance | 
: of labour. It does not follow that unit cost will be 
similarly higher, and since unit cost determines 4 
competitive strength or weakness, it follows that 
an increase in output per man- -hour should only 
be pursued if, and to the extent that, it brings 
savings in costs. Higher output per man-hour can - 
never be more than a means towards an end.’ 


. A Plea for Lower Taxation in Tanganyika 


In a letter which appeared in East Africa and 
Rhodesia for January 24th, a correspondent pro- 
duces interesting data relating to the salaries, and 
to the tax paid on them, in respect of a total of ` 
177 employees of a ‘typical business enterprise-in-* 
Dar-es-Salaam’. The data purports to emphasize 
the extent to which the burden of income tax 
falls on the European population, but, ignoring 
any inferences which may rightly or wrongly be 
drawn from the tabulation, the facts themselves 
are worth quoting: 


. Class - Africans Europeans Astans 
Clerical Non-Clerical 
GH Earnings £120 p.a. £51 p.a. £1,200 p.a. £480 p.a. 
Tax Time Tax Time Tax Time Tax Time ` ` 
Single Ni Nil Ni Nil £110 24 days £37 10s 27 days 
Married — No children Nil Nil Nil — Ni £70 21 days £10 8 days 
»'  Irchld .. Ni Nil Ni . Nil £55 16 days Nil Nil ` 
CH 2 children Ni Nil Ni Nil £50 14 days Nil - Nil 
si 3 children ^ Nil Nil Nl Ni £45 12 days Nil Nil 


‘The ‘time’ columns indicate the number of days required to earn the income: tax which has to be paid on 


the appropriate salaries. 
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CAN DEVOLUTION OF. 


HE title is a rhetorical question. A rhetorical 

question is a device like a washing line on 

which all the laundry of one's pet prejudices 

can be hung out to air. So here follows a personal 
wash-day. 

It is quite obvious that the need for devolution 1s 


„partly a problem of size and partly one of the com- 


^i 


there is a subtle change which ` 


i 
> 


plexity of the undertaking. 
Devolution 1s not automatically 
a virtue; it is, indeed, a necessity 
in most cases, although a danger 
in some. It is fairly clear that the 
objectives of management are of 
two general kinds. The first kind 
is that of doing the right thing 
and the second kind is stopping 
the wrong thing. There is, I 
think, a very real distinction 
between these. Businesses arrive 
and flourish because during their 
„formative period they did the 
; right thing but having arrived 
t a plateau of stability they stay 
where they are by the avoidance 
of mistakes. In other words, 
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must take place in all organi- 
zations when they pass from the 
farrival to the 'survival' stage. 
At this stage, organization tends 
to dominate individual inspira- 
tion. 

Why Companies Grow 
“Tt n y now help to take a ‘peep at the pathology of 
commerce. and look at the reasons why companies 
grow to large size. l suggest that there are eight 
separate motives which can be discerned: 

First, to exploit a naturally expanding industry. 
From this straightforward and healthy urge many 
great companies have grown, . 

Second, to rationalize marketing, for it is a logical 
though not always desirable thing for two erstwhile 
competitors to group together, so better to exclude 
the third parties. 

_Third, to reduce manufacturing costs by rational- 


“ation of production. On the whole, this is rather 


tare because when companies merge, the internal 
forces in the separate entities generally contrive to 
maintain the identity of the separate components 





The substance of an address delivered at a meeting of the 
London Chapter of the Institute of Interna] Auditors on 
March ‘6th, 1957. Mr J. Prince, A.C.A., Chapter President, 
was in the chair. 
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MANAGEMENT CONTROL BE OVERDONE? 


by H. P. BARKER, MIER, M.I.Mech.E., M.Inst.Gas.E. 





Mr H, P. Barker 


even though this may. not be ultimately economical. 

Fourth, to protect or develop sources of raw 

material. There are not many cases in this category, 
although there are some outstandingly large ones. 
— Fifth, to invest undistributed profits. A rich com- 
pany will often grow by the simple process of in- 
vesting its surplus profits in other enterprises. 
Incidentally, shareholders often 
grumble at this as they say, not 
unnaturally, “Why not hand us 
the surplus profits and let us 
invest them how we like.’ 

Sixth, to make a profitable 
floatation. Many big companies 
have been born in the Stock 
Exchange and not in the work- 
shop. 

Seventh, to satisfy executive 
megalomania. It is horribly true 
that this is also a common cause. 

Eighth, by an act of national- 

ization. 
. You will notice that of these 
eight reasons, only four are 
exclusively economically founded 
M from which you might infer that 
d - in the other cases the companies 
which result from these growths 
may be something less than the 
sum of their parts. 

Now let us return to the 
problem of devolution. We see 
that in a high proportion of the 
cases, the concerns are bigger 
than they need be, and thereby their management 
problems are automatically rendered more difficult. 

Reduced to its simplest terms, the case for general 
management devolution rests on the following 
propositions: 

The quantity of general management decision 
required to be made in a diversified business greatly 
exceéds the working capacity of one man; partly 
because of the absolute quantity of the problems, and 
partly because of communication difficulties. The 
raw material for such decisions must often be an 
appreciation of the given problem obtained from 
functional executives geographically distant from the 
central management. This needs a physical and 
personal access to the subordinate functional execu- 
tives so that when decisions are made their differences 
can be reconciled and their actions co-ordinated. 

Paper does not help too much. Complex problems 
look different at the places where they arise than they 
look when they are put on paper. Paper and figures 
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are often insensitive tools for conveying complex 
problems. As general executives have to be developed 
in any business, they can be tried out and proved 
only if there is sufficient devolution of general 
authority to incubate rising general management 


talent. 


Risks of Devolution 
The risks involved in devolution fall under three 
headings: 
A possible lack of control; 
À possible weakening of personal responsibility; 
A possible increase in administration cost. 

The first risk becomes appreciable in a group of 
manufacturing companies if the managing director, 
having devolved responsibility for the operation of 
divisions, allows himself to drift out of touch with 
the realities of each situation. It can then happen that 
he does not know enough of the facts and the feel 
of the business to frame policy correctly. He can be 


thwarted in compelling the execution of policy by. 


being ‘blinded by science’ by his subordinate man- 
agements, or thwarted by inertias which he lacks the 
leverage to overcome. 

On the second point it can happen that when 
management is devolved there develops a tendency 
for the subordinate management to think that ‘they’ 
-that is, their seniors — are carrying the ultimate 
responsibilities. The carrot of incentive becomes 
removed and the stick of compulsion less hurtful. 
Not all men react well to the absence of a proximate 
boss. 

On the third point one must recognize that some- 
times group organizations are built by overlaying one 
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set of executives, who are perfectly capable of running 
their businesses, by another and superior set, no 
more capable than the first, but paid more money 
This is a most disagreeable and enervating situation 
for any large organization to reach, and it is fairly 
common. The fact is that two executives viewing the 
same problem can be just as wrong as one and take 
twice as long to be wrong in. 








Internal Auditing Can Help Devolution 


How does all this bear on accounting and internal 
auditing? It appears to me that if the function of 
accounting is accepted as comprising not only the 
preparation of figures but also their interpretatio 
it is necessary to devolve the functional control of 
accounting and administration in.a similar way to 
that of the other functions, although for obvious 
reasons procedural disciplines have to be imposed 
more strictly than in the selling, manufacturing or 
technical development functions. The modern trends 
of accounting in the technical sense seem, however, 
to verge towards centralization and the advent of 
electronic computers may accelerate this trend. 

It also seems to me that the existence of a strong 
internal auditing function can go a very long way 
indeed to help the devolution of management control. 

I end as I began. An overcentralized authoritarian 
management is drinking a heady medicine, which. | 
like any stimulant can impair the judgment. st 
management can, on the other hand, bring with it 
sedative qualities, unless the measure of devolution ' 
adopted is matched by a corresponding measure of 
forceful policy-making at the centre and a forceful 
insistence that a policy once made is carried out. 


Weekly Notes 


Classified Company Statistics 


For some time now, the National Institute of 
Economic and Social Research has been conducting 
an extensive inquiry into the capital structure of the 
principal quoted commercial and industrial com- 
anies operating in this country. Ábout a year ago, 
it published - as a by-product of its researches ~ 
classified lists of the hundred largest companies and 
of the 512 largest companies under review, the latter 
being arranged in 26 industrial groups!. Another 
instalment of the Institute's endeavours, released 
last Wednesday, gives for each of 21 industrial 


groups and for the whole body of 3,025 companies 


under consideration, a summary profit. and loss 
appropriation account, balance sheet, and statement 
of sources and uses of capital funds. These are 
accompanied by explanatory notes as to scope and 
content, and, among other information supplied, are 
appendices listing the largest three companies in each 
industrial group in relation to the rest of the group 


1 See The Accountant, April 14th, 1956, page 393. 


and the hundred largest companies included in the 
present tabulations. 
The pamphlet which is entitled Company No 
and Finance, 1949-53, has been printed for private 
circulation, but copies may be obtained from the 
National Institute of Economic and Social Research, 
2 Dean Trench Street, Smith Square, London, SW1, 
price ros net. We hope to make more detailed 
reference in our next issue to the contents of this 
important publication. 


F.B.I. on the Free Trade Area 


The swelling volume of literature on the European 
common market and the free trade area has how“ 
received a contribution from the F ederation of 
British Industries. The Federation is in a unique 
position in a matter of this kind because it represents 
British industry and its views must therefore be con- 
ditioned to a large extent by the anticipated impact of 
the free trade area on individual industries. It i8 
less concerned, in the first instance, with general 
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points of economic policy involving balance of pay- 
ments complications and changes in currency parities. 
The survey points out that industries enjoying 


Bieber than average tariff protection are likely to be 


affected particularly by the Free Trade Area pro- 
posals. A list is also given of the main products 
whose import from Europe is still controlled by 
quota systems. The F.B.I. lays great stress on the 
need to find formulae for certificates of origin and 
this is known to be a sensitive spot in, among 
other places, France and Holland. Indeed, the F.B.I. 
is much concerned over the need to elaborate a code 
for competition involving subsidies and various forms 
of discrimination. 


wes 
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Europe in 1960 

À report giving what is admitted to be an optimistic 
forecast of the European economy in 1960 has been 
issued by O.E.E.C. This is contained in Volume 2 
of its eighth annual report. 

It is expected that high levels of employment will 
be reached, that productivity will go on increasing 
rapidly and that the gross national product will have 
advanced by 17 per cent between 1955 and 1960. This 
is a smaller increase than the one achieved between 
1950 and 1955, but it is not expected that the labour 
force will grow quickly or that as many women will 
come forward to take up paid employment. Workers 
are also expected to go for a greater degree of leisure 


"gather than high pay. 


Consumption is expected to go up by 18 per cent 
over this period, but there will be many changes in 
the pattern. The interesting conclusion is reached 
that the big differences in the consumption pattern 
between southern Europe (which means particularly 
southern Italy where the standard of living is low) 
and those of other member countries are expected to 
be accentuated. In areas where the standard of living 
is already high, consumer durable goods are expected 
to sell more rapidly. 

Education and road transport, especially the build- 


“ing f new roads, are expected to take a large amount 


of the increase in capital investment. The need for 
higher technical qualifications by young people — not 
merely training in skilled jobs -is expected to call 
for a higher outlay in capital equipment per school 
child. Europe's road system is out of date for the 
growing size of the road transport fleet. Inland water- 
way transport is expected to increase even slightly 
more than road transport, followed at some distance 
by rail transport. The movement of ocean freight is 
expected to grow and it is likely to put some strain 
on shipbuilding capacity which will be already under 
"pressure from the growing demand for imported oil. 
Air transport is expected to double. Steel output is 
expected to rise by one-third and this is likely to put 
additional strain on imports of iron ore. In agriculture, 
the increased demand is likely to be concentrated on 
meat, dairy produce, fruit and vegetables and the 
countries most likely to raise their expenditure on 
food will be Germany, France, Italy and Turkey. A 
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' rise in farm incomes can come about, in the opinion 


of the report, only if farm labour is willing to move 
out and into industry. 


Switch from Armaments Production 


Last week the Government announced plans for the 
switch of man-power from excess defencé require- 
ments to civilian production. The Minister of Labour 
said that this year’s reduction in employment on, 
defence ‘would involve fewer men than the 70,000 
affected in 1956. 

It is expected that during the next twelve months 
the numbers employed in Royal Ordnance factories. 
may be reduced from 6,000 to 5,000 and that 15,000 
workers in the aircraft industry will be available for 
other kinds of output. Most of these will be men who 
can be quickly absorbed in other concerns if not in 
their present employment. The Minister of Labour 
pointed out that vacancies for draughtsmen alone in- 
March were over 4,000 and that there were 20,000 
known vacancies for skilled engineering workers. 

It has already been decided to end the call-up in 
1960. Under this scheme, men born in 1940 will not 
be called for National Service although they will 
remain legally liable for it. A number of men born 
in 1939 will be called up. No ballot system is to be 
introduced for selective call-up in the later and final 
stages of conscription. Altogether, there is a prospect 
of a considerable lessening in the full employment. 
tension in the labour market. There seems little 
doubt, however, that nothing beyond the tension 
will be lost and that full employment by any reason- 
able definition will remain throughout the economy. 


Squeeze Continues in Scandinavia 


Scandinavia has had a mild winter but its credit 
freeze-up is slow to thaw. Credit continues to be 
scarce in Sweden and according to the annual report 
of the Governor of the National Bank of Denmark, 
Denmark is likely to have tight money conditions for 
some time. The Government is advised to maintain 
conditions which will favour a higher level of invest- 
ment. As from the beginning of this month, Norway 
has increased its percentage of liberalization of imports 
from O.E.E.C. countries from 78 to 8o per cent of the 
1948 basis. The main item still not on the free list in 

orway, and the one subject to most public discus- 
sion, is. shipping, notably tankers, Norway continues to 
favour cheap imports in so far as these will keep down 
the cost of living and enable resources to be channelled 
towards the main growth industries, such as electric 
power, iron and steel, chemicals and aluminium. 

The struggle of the three northern countries to 
combat inflation by monetary means has been some- 
thing of a losing battle. Pressure has continued from 
the side of wages and it has been with great difficulty 
that Scandinavia has avoided physical controls. These 
would in any case probably commend themselves more 
to Norway than to Sweden and Denmark for State 
planning is carried through more vigorously there 
than in the other two countries, 
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Holiday influences have restricted stock-market 
turnover to some extent but the undertone remains 
firm. 'The big company dividend season is now at 
its height and higher payments are proving the excep- 
tion rather than the rule. This, coupled with the 
prospective development of new issue activity, has 
kept new equity buying in check. 


Delta Base Stock 


Mr W. E. Ogden, r.C.&, chairman of the Delta 


Metal Co Ltd, recommends shareholders who have 
only recently become members of the company to 
ask the secretary for a copy of his 1955 review in 
which he set out the problem of fluctuating metal 
prices and the application of the base stock method 
of, valuing stocks. The information, he says, is 
important for a proper appraisal of each year's 


results. Readers will find a summary of the review | 


in our issue of April 14th, 1956, in which, among 
other things, Mr Ogden explained the unusually 
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Bee provision of P ,000 made before arriving at 
group trading profit, bringing the total of such 


provisions to just over a million pounds. 


In 1956, the year now under review, prices took 
the reverse course. Copper opened at {400 a ton, 
reached a peak of £430 in March, fell away rapidly, 
Gs after various fluctuations, finished at well under 

300. . 

In consequence, the group base stock provisions 
at end-December showed a reduction of £153,000 
on the year. 

We reprint the 1956 accounts this week which ^ 
may be read in conjunction with Mr Ogden’s 
explanations a year ago when we reproduced the 
1955 accounts. | . 


Reserve Adjustments 


In his current review Mr Ogden draws attention to 
the fact that the total provisions deducted from the: 
cost or market value of the stock at December .1956 





eo THE PRETA METAL COMPANY LIMITED AND SUBSIDIARY COMPANIES 
2 f E NOTES ON THB ACCOUNTS 





|. The Consolidated Profit and Loss Account Includes the profits of newly acquired Subsidlaries for the 
acquisition, amounting, before tax, to £74,083, Profits earned prior to that date have been applied in r 


L Re have been valued on the same basis as hitherto, and the Group Trading Account includes a consequential credit of £153,000 in res 
£460,000. Provisions deducted from the cost or market value of 
e comparable figures for the previous year were £1,009,000 (Holding Company £647 ,000):7 


:Stock'' adjustments, as com ear o 


Pn with a debit the red 
ecamber, 1956, tocal £856, 


0 (Holding Company £5 


riod of approximately two months since 
uction of the purchase consideration. LT 


of ''Base ` 
tocks at 3ist, A 


^ 


3. Freehold ànd Leasehold Premises have been depreciated on the basis of Messrs. Leopold Farmer & Sons’ valuation dated 3ist December, 1956, the 


. total charge being £53,200 (Previous year £15,418). 


4. Management Remuneration comprises: 
Directors (including £500 Fees) 
Assistance Directors 


1956: 


l p55 
47,000 67,928 
40,995 . 10,006 ,008 
£87,995 - £71,936 936: 





5. The NO has been given profits tax norn-distribution relief, and accordingly an additional charge would normally be incurred In the event of a 


Get out of SE Including the balance on Profit and Loss ep Account, : 


6, The Surplus on Valuation of Pro 


meme 


7, The movements on Capital Reserve are as follows:— 


Balance at [st January, [956, being Excess of par VEM value of Shares in Subsidiary Companies over book value at that date 


Premiums on Shares issued for cash (less expo 


“Premiums on Shares ege as part Gre on faf acquisition of new Subsidiaries 


- Lem: Amount applied ageinst acquisition costs of new Subsidiaries 


8. The movements.on General Reserve are as follows :— 
Balances at Ist January, 1956, now merged— 
General Reserves 
Reserves for Equalisation of Dividends 
Stock Reserves ` 
“Reserve against Metal Commitments ` 


Transfer from Appropriation Account 
* Surplus on Revaluation of Premises 
Proportion attributable to Revenue (Mota 6) 


ies over book vilah at ‘Slat Decsibar, 1956, was 
of which there has basn applied In reduction of the cost of Investmonts In Subsidiary Companies to the book value of 
. thelr net tangible assets ac date of acquisition and ín writing. down the cost of an unquoted Investment 


ue a balanco attributable to Revenue which has been transferred to General Reserve (Note 8) - 











Group Holding - 
2,502,625 1674727 : 
1,675,048 940,000 - 
1827,57 £734,727 
"Group Holding . 
41,131 Te 
735, 735,739 
802,500 
1,579,370 1,538,239 
. 41,131 — 
DE £1,538,239 £1,538,239 
Group Holding 
200.000 150,000 
280,000 250,000 
125,000 125,000 
955,000 TEON 
00,000 400,000 . 
827,577 734,727 
£2,182,577 £1,909.727 


- The Pension and Profit Sharing UR ee described as Daferred Liabilities) and the Reservi on Book Debts remain unchanged. 
9. in the opinion of the Directors, the present values of the Unquoted Securides, Debantures and Secured Loans are not lees than the values stated in 


nca Sheets. 


to. Commitments for Capital expenditure not provided In the Balance Sheets, amounted to , £516,000. (Holding Company £77,000). 
IL The accounts of the Canadian Subsidiary have been converted into sterling at the rate culing.on 3lst December, 1956. . 
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amounted to £856,000. In view of this substantial 
margin — on which tax has been fully accounted for — 
the directors feel it 1s no longer necessary to carry a 
general stock reserve in the balance sheet. Accord- 
ingly, this reserve, and the reserve for metal com- 
mitments, together totaling £405,000, have been 
transferred to general reserve. 

At the same time, it bas been felt desirable to 
re-classify certain items which have appeared in the 
balance sheet under the heading of deferred liabilities 
but which, with the passing of time, may now 
be regarded as coming into a different category. 
Such items comprise the profit-sharing equaliza- 
tion account, the provision for future pensions, 
deferred repairs and rehabilitation and research and 
development. 

The first two accounts have not been needed, 
each year having borne its appropriate charges for 
profit-sharing and pensions in full. Mr Ogden says, 
however, that the possibility of these accounts being 
drawn on in future years cannot be entirely ruled 
out and it is felt they should be retained under the 
reserves heading in the balance sheet. 

The remaining items have been included under 
.the general heading of liabilities and provisions as 
they will shortly be required to meet the cost of 
restoring war-damaged premises and for development. 


Premises Revalued 


Another balance sheet variation is in freehold and 
leasehold premises. Mr Ogden points out that 
written-down value has borne little relation to 
present-day value by reason of the substantial 
reserves set aside in the past and changing money 
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values. To present a more realistic picture, premises 
(except those of the new Canadian subsidiary) have 
been professionally revalued and the result adopted 
in the accounts. 

The surplus on revaluation has been applied in 
the first instance in reducing the cost of shares in 
newly-acquired subsidiaries to the book value of 
their net tangible assets, and in writing down a 
minority holding in another comparatively recent 
interest which has yet to prove its value. The balance, 
representing amounts written off cost of premises 
out of past profits, has been carried to general 
reserve, 

Similar revaluation of plant and equipment, Mr 
Ogden continues, would also disclose a very large" 
surplus. But no action is being taken in this case, 
partly because it would be an extremely lengthy and 
costly matter and also because the board feel that 
plant has a far more transitory value than premises 
and can rapidly become obsolete through the intro- 
duction of better and more up-to-date equipment. 

'The group has in fact thrown into disuse a number 
of machines which, while capable of performing the 
tasks originally allotted to them, are quite incapable 
of competing with the modern machinery which 
has replaced them. 


Money Market a 


The lowest Treasury bill rate for two yéars re- 
sulted from the tender on April 19th. The market’ 
bid was raised to £99 os 4d and the average rate was ! 
reduced to £3 18s g:15d per cent. Applications for 
the £240 million of bills offered and allotted totalled 
£411,460,000. This week’s offer is {200 million. 


Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Proposed Integration Scheme 
Sir, — I have read with interest the letters appearing 
in your columns on the above subject, and I must 
say that few appear to have dealt with the broader 
aspects of the subject. 

When the Institute was formed social conditions 
in England were vastly different from those of today. 
As time passes there will be further changes in the 
social structure in these islands. Further, it is 
problematical as to whether or not the United 
Kingdom will be able to maintain its present in- 
dustrial level for little more than a generation. 

If the defined policy of the integrated body is 
that of the abolition of premiums and that pupils 
are to be paid the salaries they would obtain as 
unarticled clerks, then such policy would be superior 
to that obtaining hitherto. On this footing articles 
would be granted to all clerks of ability and character. 
It is possible that in due course the system of articled 
pupilage generally will be allowed to continue only 


"| on these conditions. 


Àn anomaly which requires removing is that of 
the Scottish, Irish and Commonwealth Charter 
Accountants who practice in England and Wales. 
The staffs of these chartered accountants comprise 
mostly persons educated at English schools, and it is 
just that they should be placed in a position to obtain 
an English accountancy qualification. One solution 
would be for the chartered accountants concerned 
to be registered with the English Institute for the 
purpose of receiving articled pupils in England and 
Wales. 

It appears essential also that the closest possible 
relationship be established as between the English 
Institute, embracing reciprocity of membership, sub-* 
ject to given conditions, and the recognized bodies 
of accountants throughout the English-speaking parts 
of the world. One has a duty to future generations of 
chartered accountants and it is possible that many 
who qualifr in the United Kingdom in perhaps 
twenty to thirty years time will have to find openings 
in other English-speaking countries. 
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Another subject is the Association which caters 
largely for those trained basically in the accountancy 


„departments of companies and corporations, munici- . 


 palities and Government departments. Candidates of 
the highest calibre are to be found in these spheres. 
IT understand that the Association is contemplating 
‘the alteration of its bye-laws so that those who 
qualify in the manner mentioned would be granted 
practising certificates subject to their having com- 
pleted thirty months’ experience in a public account- 
ant’s office. One can assume that the examinations 
of the Association are of a high standard. It would be 
an enlightened policy were certified accountants in 
public practice registered with the English Institute 
‘for the purpose of receiving articled pupils in 
England and Wales. 

There is also the matter of registration of the 
profession. The existence of one great body of public 
accountants operating on democratic lines should 
assist materially to expedite this objective, or the 
first step thereto, or perhaps the substitute that may 
have to be adopted as an alternative to total registra- 
ition as envisaged in the past, which would involve 
fan amendment to the Companies Act, 1948. 


| Yours faithfully, 

| London, EC2. M. SINCLAIR, r.$.4.4. 
Sm, ~ In your columns last week you published a 
.letter from Mr Piggott, who seems to be taking upon 


‘himself, at least in my view, a somewhat uncon- 


stitutional line of action. Surely this Society member 
should realize the impossible position in which the 
Council of the Society would be placed if many 
other members started writing direct to the overseas 
branches and to individual members. Every member 
has a right to express his views at the future meeting 
which is to be held to discuss integration and in the 
subsequent poll. Mr Piggott's methods can, I con- 
sider, only lead to a position which will resemble the 
execrable polemics heard at some of the recent 
much-publicized shareholders’ meetings. 

"Sofar as losing their reciprocity rights with other 
bodies and in the position of articled clerks, I think 
the South African members, for example, have a 
strong case and deserve the support of the general 
body of incorporated accountants. I do not consider 
the integration scheme as such should be rejected 
on these grounds alone, however, as minorities are 
‘bound to have certain grievances. It should not be 
impossible to agree some post-integration action to 
remove the iniquity, if it is universally thought to 
exist, 


On the question of members who qualified in the 


ipublic service, I am afraid I do not have such 
sympathy. It seems to me only reasonable to assume 
that such members should not, under the integration 
scheme, become 'over-night' able to practice as a 
name which is, rightly or wrongly, associated by the 
ipublie very directly with the practising side of the 
iprofession. Whether integration is accepted or not, 
i seems to me that the loyalty and interest of the 
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great majority of incorporated accountants who are 
in government or local service will remain in that 
field and with the professional body with which they 
are more en famille. Yours faithfully, 


J. D. NIGHTINGIRL, A.S.A.A. 
London, WCa. 


Value of Departmental Cost Accounting 
Systems 


Sir, — Regarding the letter by Mr R. Warwick 
Dobson in your April 13th issue, in departmentaliz- 
ing accounts of a smaller or medium-sized industrial 
concern, a real problem exists for the auditor in 
that a primary account, e.g. rent, may appear under 
many different departmental headings. In such a case 
the auditor who rejects the departmental form of 
account heading for inclusion in his financial accounts 
is to be sympathized with. 

The answer to the problem is to have the primary 
allocation of an expense account in the ledger broken 
down according to its function, that is, to the depart- 
ment incurring the expense. There should be two 
different sets of figures in the ledger enabling two 
types of account to be prepared from the same trial 
balance. In other words, the traditional form of 
expenditure analysis should be integrated with de- 
partmental accounts. 

Even then, however, at the inception of a depart 
mental cost accounting system it is, in all probability, 
more the rule than the exception that the basis of 
primary allocation to expense accounts have all to 
be changed. Materials account, for example, may be 
split into “direct materials’ account and ‘consumable 
stores’ account. The payroll especially will assume a 
substantially new form. Subscriptions may be partly ` 
a general administration expense and partly a selling ` 
expense. It is the case that the auditor must be pre- 
pared to accept two or more primary expense head- 
ings where formerly only one appeared. 

In the first and subsequent years in which a change- 
over takes place, the auditor must have a new appre- 
ciation of what the primary account headings are. 
No other problem should affect the auditor. The 
change-over in the first year may mean that in that 
year the company, the auditor and the Inspector of 
laxes may have difficulty in finding out why a 
greater profit or loss has been incurred. This should 
not be used as a reason for not changing over. In the 
long run all three parties should have a better appre- 
ciation of the company’s affairs and of the yearly 


trends. Yours faithfully, 
METHOD. 


Training for the Profession 
Sir, - Probably the most important aspect of the 
proposed scheme to integrate the Society with the Insti- 
tute is its concern to preserve adequate recruitment, 
both in numbers and quality, to the profession. It is 
well known that there are serious and growing obstacles 
to such recruitment which the scheme will not, of itself, 


remove. However its probable (as I write) adoption 
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wil provide an opportunity for re-thinking the 
problem on more imaginative lines. 


The horns of this dilemma may be said to stick 
out a mile! On the one hand, students qualified to 
take, or be excused the Preliminary examination, are 
pressed by their teachers (and by many parents also) 
to compete for the greatly increased number of 
university scholarships. On the other hand, less 
qualified students, perhaps with only one or two 
G.C.E. passes at ordinary level, are being cajoled into 
banking and insurance, with high commencing 
salaries. 

Few will dissent from the proposition that our 


standards of admittance must be maintained. [t 


follows, therefore, that we must either compete with, 
or co-operate with, the universities. Of course there 
will always be some who, having no particular taste 
for university life, and eager to get on with their 
careers, will sign articles op Jeaving school. But they 
will be all too few. We cannot seriously compete with 
the generous grants and opportunities for study and 
leisure, given to the undergraduate. It would seem, 
therefore, that our energies should be mainly devoted 
to attracting graduates into becoming qualified 
accountants as well. 

- There is, of course, the present joint scheme which 


has limped along for a few years and which is little: 


advance on the old concessionary period of three 
years' articled service for graduates. In fact the scheme 
is in some ways retrograde, for it clearly regards the 
university career as vocational. The writer, would 
prefer to see graduates in history, modern languages, 
classics etc., entering the profession and helping to 
- counteract the tendency to narrow and. unimaginative 
thinking of which we are so often accused. Moreover, 
though opportunities for scientists are so plentiful 
in their specialized spheres, how refreshing 3t would 
be to.have even a few good science graduates directing 
their disciplined minds towards some of our problems! 
Can it be done? 

The question hinges on the self-evident fact that 
for graduates to be attracted the benefits must seem 
worthwhile. And to seem worthwhile they must be 
more tangible than vague prospects of betterment at 
some indeterminate future date, Graduates are used 
to adequate maintenance grants and generous time 
for study and outside interests. It is not ‘likely 
that they will work forty hours a week for fifty weeks 
a year, do all their study in their spare time, and be 
content with a pocket money allowance. Whether 
we like it or not — since that is what many of us had to 
do ~ those bad old days have gone. Salaries are usual 
and study leave is rather more generous. But this is 
not nearly enough. 

A graduate in his early twenties is initially no 
more use to his principal than is a school-leaver at 
16, and it will probably be two years before he is 
really worth a salary as large as the maintenance grant 
he enjoyed at the University. The conclusion to all 
this is inescapable — the graduate must be paid more 
than he ts worth in the early years. 
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Now this would not matter so much if he was likely 
to stay on after qualifying as a useful member of the 
senior staff of his principal, earning his full salary: 
and perhaps gaining admission to the firm as a partner.. 
But many will regard the three years of articles as a 
training for industry or some other sphere, and will 
hope to move on after qualifying. In these cases, the 
principal will, in effect, have subsidized the trainee 
for the ultimate benefit of some future employer. 
This leads to a second conclusion. Not only must the 
graduate/articled clerk be paid more than he is worth, 
but also the excess must be paid by someone other than 
his princtpal. 

There would seem to be two possibilities here: —. 

(1) to induce the Government, presumably through 

the Ministry of Education, to recognize the 
professional accountancy training of graduates. 
under articles, as qualifying for some modified 
maintenance grant; OT  — 


(2) to allocate some part of the Institute's funds, 
(to which the Society's may eventually be 
added, with considerable saving in administra- 
tive cost) to making such grants. ' 


The grants need not be large, and could probably . 
be op á reducing scale -say {150, £125 and £100 | 
for the three years - as earnings increased. A com- - 
bination of (1) and (2) might be feasible since it is, 
hardly likely that the Institute could.bear the whole 
cost of making an adequate number of such grants; 

Beyond this immediate problem is the question ` 
of eventual prospects, with which the potential 
entrant will be concerned. These depend on the value 
placed on the graduate/accountant in the profession. 
and in commerce. In tliis direction there is a great. , 
need for publicity, and the Institute might well use 
the launching "of the integration scheme as the 
occasion for a national campaign to include reference 
to opportunities for qualified men. It would also be of 
tremendous help to the profession at this time, if - 
industrial concerns and others who have 'seen the | 
light would make known their high regard for thé" 
qualified accountant and especially the graduate/ 
accountant. 

Have readers any other ideas for attracting the 
graduate to the profession? That he must be attracted, 


all will surely agree. 
Yours faithfully, 
Willerby, Hull. J. B. WOOD, A.C.A. 


Stores Accounts — 


SIR, - We were interested to see the letter in your - 
March 3oth issue on ‘Stores Accounts’ from Mra 
T. S. Welch, as we adopted this practice some years 
o. 
We too have found it extremely helpful. 


Yours faithfully, 
^ (MISS) N. BUNCE, ` 
JS Secretary, 
| Birmingham. Boxrorp1iA LTD. 
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Taxation Cases 


Full reports of the cases summarized i in this column will be published, with Notes on the Judgments, 
in the ‘Annotated Tax Cases’. 


Miesagaes v. C.I.R. 
In the High Court of Justice (Chancery Division) 
February 27th, 1957 
(Before Mr Justice WYNN-Parry) 
Income tax — Residence — Ordinary residence — Exempt 
Government securities — Income Tax Act, 1916, 
Section 46. 


The appellant came to the United Kingdom with 
__his father on August 26th, 1939, at the age of 6, and 
they both remained here until March 1946. During 
that period the appellant and his father were treated 
as not ordinarily resident in the United Kingdom for 
tax purposes. In March 1946, the appellant's father 
went to live in Switzerland for reasons connected with 
his health, and with the intention of establishing his 
permanent residence there. The appellant was at that 
time in a school in England, and he remained at 
school in this country till July 195r. 

The appellant contended that he was not assessable 
in respect of interest arising on certain British Govern- 
ment securities in the years 1947—48 to 1951-52, in 
that he was not ordinarily resident in the United 
- Kingdom for those years, and that he was therefore 
"exempt under Section 46 of the Income Tax Act, 1918. 
^. The Special Commissioners decided that the appellant 
was ordinarily resident here during those years. 

Held, that there was no justification for interfering 
with the Special Commissioners' decision. 


C.I.R. v. Buchanan 
Te the Court of Appeal - March 13th, 1957 


_ (Before Tre Lord CHIEF JUSTICE op ENGLAND 
(Lord GODDARD), 


Lord Justice JENKINS and-Lord Justice SELLERS) 


Income tax — Settlement on children — Protected life 
~~interest — Surrender of that life interest to children - 
Whether the surrender a settlement by the parent ~ 
Finance Act, 1936, Section 21. 

In 1927, under the will of the first Lord Iveagh, 
his son became entitled to a life interest in a share of 
the residue of his estate, with remainder to the son’s 
children one of whom was Lady Dufferin and Ava. 
She took, however, only a life interest in succession 
to her father, with remainder to her children. By her 
marriage to the Marquis of Dufferin and Ava she 
had three children. The Marquis was killed in the war 
and she married the respondent. In 1948 Lady 
-Dufferin and Ava executed a deed surrendering her 


life interest in favour of her children. That life interest | 


was then in remainder expectant on the death of her 
father, who surrendered 
following day. The result of these surrenders was 
that the three children of Lady Dufferin and Ava 
became entitled to their grandfather’s share in Lord 
Iveagh’s residuary estate. a 


Revenue Act, 1881, Section 38 (2)- 


own life interest on the . 


In the years 1949-50 and 1950-51. the three 
children were minors, and the income of their interests 
in Lord Iveagh's residuary estate was expended for 
their maintenance and benefit. It was contended by 
the Inland Revenue that the income so expended had 
to: be treated, under Section 21 of the Finance Act, 
1936, as income of the respondent, as the husband of 
Lady Dufferin and Ava, on the footing that she had 
made a settlement when she surrendered her life 
interest. — . 

Held (reversing the judgment of Mr Justice Vaisey), 
that Section 21 of the Finance Act, 1936, was applic- 
able, in that the surrender of the life interest was a 
settlement for the purposes of the section. 


In re Hodge's Policy 


. In the High Court of Justice (Chancery Division) 


March 14th, 1957 
(Before Mr Justice HARMAN) 

Estaté duty — Insurance policy — Settled policy — Pre- 
miums ceasing many years before death — Whether 
CH up for benefit of donee — Customs and Inland 
Customs and 
Inland Revenue Act, 1889, Section xr — Finance Act, 
1694, Sectton 2 (1) (c). 

In 1912 a settlor took out a policy on his own Die 
for {10,000 with profits. The first premium of £1,475 


was paid on the issue of the policy and subsequent 


premiums of the same amount were paid over the 
next four. years to 1916, in which year the policy 
became a fully-paid up one. Meanwhile, in 1913, 
the settlor settled the policy in favour of his son 
absolutely on his attaining 25 years. 

In 1935 the settlor, the trustees and the son 
mortgaged the policy to the insurance company for 
£1,000 and for an undertaking to lend a further 
£4,000 on demand, and the policy was deposited 
with the company as security. The son attained 


. 25 years of age in 1938. The remaining £4,000 was 


borrowed from the insurance company, and at the 
date of the death of the settlor in 1950 £5,431 was 
owing to the insurance company in respect of the 
loan and interest. The policy money came to £16,675, 
so that the amount receivable by the son was £11,244- 
The Inland Revenue.contended that estate duty was 
payable in respect of the policy money on the 
ground that the case was within Section 11 of the 
Customs and Inland Revenue Act, 1889, in that 
the policy had been wholly kept up by the deceased 
for the benefit of the son, and that the duty was ` 
payable on the actual amount of policy money that 
became payable at the death of the deceased, namely, 
£16,675, and not on. the balance, £11,244, after 
deducting the amount of the loan ‘and interest owing 
to the company. 
Held, that both these contentions were correct. 
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Mitchell Brothers v. Tomlinson 
In the Court of Appeal - March 18th, 1957 


(Before the LORD CHIEF JUSTICE E GODDARD), 
Lord Justice JENEKINS and Lord Justice SELLERS) 


Income tax — Builders — Houses also purchased — Sales 
of houses in post-war years — Reversal of policy of 
letting houses - Whether trade of property-dealing 
carried on — Income Tax Act, 1952, Schedule D, 
Case I (Section 123). 


'The appellants had been in business in partnership 
as window-cleaners since 1910 and that business still 
continued. In 1918 the firm began an additional 
business as dealers in army surplus stores and this 
business also still continued. In 1930 the appellants 
began another business of building houses for letting. 
They also purchased houses, which they also let. 


ENDORSEMENT OF CHEQUES 
MEMORANDA TO THE MOCATTA COMMITTEE 
Submitted by the Council of The Institute of Chartered Accountants 
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During the inter-war years none of the houses were 

sold. The building and purchasing of houses was 

financed with the aid of building societies. Between 

1942 and 1948 the appellants bought another 239 ` 
houses and they claimed that all their purchases of 

house property were with a view to making provision 
for their old age. Of the 239 houses 58 were sold 
between 1946 and 1952 for £22,605. From 1946 
onwards the appellants ceased to relet houses that 
fell vacant, and invariably offered them for sale, and 
normally this was done through estate agents. 

The General Commissioners decided that the 
appellants had indulged in an adventure in the nature 
of a trade. 

Held (affürming the judgment of Mr Justice 
Danckwerts), that the General Commissioners’ 
decision was correct. 


in England and Wales 


As the Mocatta Committee on Cheque Endorsement has made ita report (Cmnd. 3), 
the Council of the Institute has now released for publication the two memoranda ES 


which it submitted to the Mocatta Committee. We reproduce below the full texts 
of the two memoranda. 


Terms of Reference 


I. This memorandum is submitted in response to 
an invitation by letter dated 4th May, 1955, from the 
Committee on Cheque Endorsement appointed by the 
Chancellor of the Exchequer under the chairmanship 
of Mr A A. Mocatta, Q.c., with the following terms of 
reference: 


“To consider 
(a) whether, and if so in what circumstances and 
to what extent, it 1s desirable to reduce the 
need for the endorsement of order cheques and 
similar instruments for collection by a bank; 
(b) what, if any, amendment of the Bills of Ex- 
change Act, 1882, or other statutory provision 
should be made for this purpose; 
and to report’. 


View Expressed to Mr R. Graham Page, M.P. 


2. In 1954 Mr R. Graham Page, M.P., asked the 
Council of the Institute for its views on a proposed 
Bill to provide that if a cheque is paid direct into the 
payee's bank account the bank's normal marking of 
the cheque, with the rubber stamp specíal crossing to 
itself, shall act as an endorsement. The Council in- 
formed Mr Page that it supported the proposal for a 
revision of the law in order to save the considerable 
amount of unproductive time now spent in commercial, 
industrial and other businesses in endorsing cheques 
which are to be paid direct into the payee's bank 
account; but the Council also informed Mr Page that 
it expressed no view on the legal and banking aspects. 


! See The Accountant of November 17th, 1956. 


- 


A 


The Endorsement System in Practice 


3. At present an order cheque has to be signed on 
the back in a manner which constitutes an endorsement 
acceptable to the collecting and paying bankers. In 
business establishments this often involves the use of 
a rubber stamp showing the firm's correct name and all 
likely variations thereof which may be used by those 
who draw cheques in the firm's favour. For practical 
purposes the rubber stamp is often the important part 
of the endorsement. Speaking generally the banks do 
not appear to be interested in the status of the person 4 
who has signed the rubber stamp. 'lhe banks áre 
concerned to ensure that the endorsement includes a 
name which agrees precisely with the description of 
the payee however incorrect that description may be. 
4. While the endorsement procedure provides pro- 
tection for the banks it does not necessarily provide 
protection for the drawer or the payee. If an order 
cheque never reaches the payee but is collected by a 
banker acting without negligence on a forged endorse- 
ment the paying banker acting without negligence can 
properly charge the cheque to the drawer's account 
and the drawer would still be in debt to the payee 
without any right of recourse against either banker. If 
an order cheque reaches the payee and is properly—— 
endorsed but is misappropriated instead of being paid 
into the payee's bank account, a banker acting without 
negligence could collect the cheque for the credit of 
someone other than the payee (it becomes in effect a 
bearer cheque) and the paying banker could properly 
charge the account of the drawer. The payee would 
then have no further claim upon the drawer or upon 


either bank. 
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© THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL MEETING OF MEMBERS. 
Integration Resolution Confirmed 


A special meeting of members of The Institute of 
Chartered Accountants in England and Wales, in 
connection. with the scheme to integrate The Society 
of Incorporated Accountants with the Institute, was 
held in Beaver Hall, Garlick Hill, London, EC4, on 
Wednesday, April 17th. Mr A. S. H. Dicker, M.B.E., 
*.C.A., President, was in the chair, and some 224 
members attended. 
After it had been agreed to dispense with reading the 
notice convening the meeting, the President said: 
Before proceeding with the meeting I wish to 
mention a matter which has been raised in connection 
with the special meeting of members which was held 
at the Royal Festival Hall on February roth. A letter 
has been received from a member’s solicitors, challeng- 
ing the validity of that meeting, and of the subsequent 
por on the following grounds, which I quote from their 
etter: 
Ke The meeting on February 19th was invalid in that 
the officials of the Institute did not take adequate 
steps to ensure that only such persons who were 


fe entitled to be present were in fact present; and the 
_ said officials had no means of knowing whether 
M. ^ persons not entitled to vote for or against the resolu- 


tion did in fact vote at the mecting. 

(2) Had the literature which accompanied the voting 

papers in connection with the poll mentioned the 

ien those voting at the meeting may not have all 

been members, the voting may well have been 
different, 

The letter went on to demand that in the circum- 
stances, today's meeting should,be cancelled. After the 
Festival Hall meeting it did emerge that there had 
been some persons present in;the body of the hall 
who-were not members.of the Institute, apart of course 
from those who had been authorized to attend as 

X ,Iepresentatives of the Press, and as tellers. The persons 
in question were, apparently, some of the members: 
of the orchestra who had. been rehearsing in the Bed 
immediately before the meeting . . . (Laughter) . 

were due to continue the rehearsal immediately after 

the meeting. 
From the inquiries which have been made it does 


not appear that there were many who sought to 


combine music and accountancy on that occasion, and 
there is nothing that leads us to think that any other 
unauthorized persons were present at the meeting. 
-= Moreover, there is no evidence whatsoever that any 
of these interlopers voted on the show of hands. 
Indeed, all the available evidence is to the contrary, 
-because their presence at the meeting was first dis- 
covered by a member of the Institute who noticed 
that there was a small group sitting near him, none of 
whom voted either for or against the scheme; he there- 
upon expressed surprise and learned of their identity. 
Nevertheless, in view of this and the solicitors’ 
letter to which I referred earlier, the Institute placed 
all the known facts before counsel, who advised that, 
in his opinion, the Festival Hall meeting had been: 


validly beid. and that the poll which followed it was 
effective . . . (Hear, hear). In view of this advice we 
have no hesitation whatever in proceeding with today's 
meeting .. . (Hear, hear)... and the solicitors concerned 
have been notified accordingly. 

I should perhaps explain that there were two reasons 
why no check was made on those attending the Festival 
Hall meeting: the first was that, as had been made 
quite clear to members in the notice convening that 
meeting, and also in my introductory remarks, a poll 
would be taken by post after the meeting irrespective 


' of the results on the show of hands, and that polling 


papers would be accompanied by a report of the 
proceedings at the meeting. A verbatim report of the 
proceedings was in fact issued. The second reason 
was the practical difficulty of taking any effective steps 
to control admission to a hall the size of the Royal 
Festival Hall, where such a large attendance of our 
members was expected, without causing those who 
attended undue inconvenience and delay. 

I now turn to the formal business of the meeting. 
As is explained in the notice; the purpose of the meeting 
is to submit for confirmation, the resolution which was 
passed at the special meeting on February 19th. The 
resolution is printed on pages 2 and 3 of the notice 
calling the meeting, and on the back page you will see 
a report of scrutineers. I need not say any more at the 
moment except that I formally move that the aforesaid 
resolution be now confirmed by this meeting, and I will 
ask the Vice-President to second that-motion. - 


The VICE-PRESIDENT: I- have much - “pleasure in 
seconding that motion. 


The PRESIDENT: Ladies and Gentlemen, the resolu- 
tion has been proposed and seconded. If anybody 
wants to make any comments or to speak to it, I shall 
be glad to hear them. 


Mr S. R. LANG, F.C.A.: I would like you to tell me 
why you disqualified seventeen voters who did not 
identify themselves as members of the Institute. 


The PRESIDENT:. SE is entirely a matter for - 
scrutineers. 


Mr LANG: I do not think it is. 


The PRESIDENT: I did not disqualify them, nor did 
the Council. It was the scrutineers and it was a secret 
scrutiny. I think we must respect the integrity and 
confidence of scrutineers in this respect. (Hear, hear). 


Mr Lane: Will you tell me, please, who decides 
what is a valid vote? The scrutineers or the Council? . 


`The, Presipent: The scrutineers, according to the 
ordinary rules of the Institute. The Council have no 
part in the counting of the votes. 

Well, if there are no other questions I shall put the 
resolution formally to the meeting. To make -sure 
there is no mistake I am afraid: I must ask for a count 
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of hands. Those in favour of approving the resolution 
please hold up their hands . . . Those against . . . The 
result of the voting is: those in favour, 199; those 
against, 25. I therefore declare the resolution properly 
passed, and that concludes the business. 


Mr R. E. WARLOW, T.D., F.C.A.: If I may say so, I 
would like to say what I am certain a great majority 
of this Institute would like to say — we are extremely 
grateful to the members of our Council and the staff of 
the Institute for all that they have done. There has 
been a great deal of thought behind this. A lot of people 
may not have agreed with it, but let us all go forward 
together and see this as a first step for more happiness 
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in the whole future of the profession. So far as you are 
concerned, some of us who have read some of the letters 
published in The Accountant must have wondered 
sometimes whether you are on the bench or in the dock. 
But it is a most wonderful thing to think we have come 
to this; and let us hope that what we are aiming for, other 
people will also agree with, and may I, on behalf of 
all members of the Institute say, thank you, to you sir, 
and to your colleagues on the Council, for what you 
have done and for the way you have conducted this 
meeting this afternoon. (Appiause.) 


The PRESIDENT: On behalf of the Council, thank you 
very much indeed. 


of The Society of Incorporated Accountants, and accounts for the year 1956, which 

will be presented at the seventy-second annual general meeting of the Soclety to 

be held at Incorporated Accountants’ Hall, Temple Place, Victoria Embankment, 
London, WCZ, at 2.30 p.m., on Wednesday, May 15th, 1957. 


President and Vice-President 
At a meeting of the Council held on May 16th, Sir Richard 
Yeabsley, Fellow, London, was elected President of the 
Society for the ensuing year, and Mr Edward Baldry, 
Fellow, London, was elected Vice-President. 


Membership 
The membership of the Society as at December 31st, 
1956, was 11,137. As the table below shows, this represents 
a net increase of 353 in the membership since the corres- 
































ponding date in 1955. Asso- Hon. 
Total Fellows cates Members 
As at December 31st, 1954 ^ 10,334 2,148 8,181 5 
As at December 318t, 10,784 2,174 8,605 5 
New members and re-adinie- 
sions 2s + 819 + 3 +516 
11,303 2,177 9,121 5 
Transferred from Associate- 
ship to Fellowship ep +103 —104 
11,303 2,280 9,018 5 
Resignations, deaths and 
other causes 26 .. -166 — Jo — 96 
As at December 31st, 1956 11,137 2,210 8,922 5 
Members in practice e 3,642 I, 1,7 
Members not in practice .. 7,495 3602 7,12 5 
11,137 2,210 8,922 5 


Registration of Articled Clerks and Bye-law 
Candidates 
The number of articled clerks and bye-law candidates 
registered during the past six years was: 


Articled Bye-law 

Clerks Candidates Total 
1951 532 665 1,197 
1952 475 655 jo 
1953 575 I,005 1,550 
zt "s E um 
195 3 
1956 557 606 1,163 


The unusually EE? bye-law entry in 1953 was due to the 
introduction of new registration regulations. 


Examinations 


The results of the examinations held during the past two 
years are set out below: 


1956 1955 » 
Percent- Percent- A 
e Sat Passed age Sat Passed age 
Preliminary 277 97 35 335 108 32 
Intermediate 1,290 536 42 1,334 597 44 
Final: 
Part I only .. 1,248 570 46 1,246 577 6 
Part II only .. 809 435 54 683 453 66 
Parts I and II 
together .. 117 146 
Passed at one 
sitting Së 31 26 39 27 
Passed Part I 
only vu A0 ` cn 233 eg 
Passed Part II 
only LA ` rn 13 == 


Four hundred and eighty-four candidates completed their 
examinations in 1956 compared with 525 in the previous — 
year. f 


Stamp-Martin Scholarships 


Stamp-Martin Scholarships were awarded in 1954 and 
1955, but no further award was made in 1956. 

Applications for the 1957 scholarship, which is open to 
members, students and prospective students of the Society, 
should be lodged with the Secretary on or before June 
3oth, 1957. 


Integration Schemes 


Discussions continued throughout the year between the 
Council of the Society and the Councils of The Institute of 
Chartered Accountants in England and Wales, The Institute 
of Chartered Accountants of Scotland and of The Institute — 
of Chartered Accountants in Ireland on proposals for the 
integration of the Society with these Institutes. The 
proposals were embodied in three schemes which, together 
with an explanatory memorandum, were issued to members 


on December 20th. They are of far-reaching moment to 


the profession generally and to the Society in particular. 
Special general meetings of members of the English, 

Scottish and Irish Institutes were held in February and 

March 1957 at all of which resolutions approving the 
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schemes were adopted by more than the requisite majorities. 
At this date, however, the result of the English Institute 
poll only has been declared. The requisite two-thirds 
majority was obtained: of the 14,619 votes cast, 10,242 


(70 per cent) were in favour of the English scheme and: 


4,340 were against. 'l'here were 37 spoilt papers and some 
4,500 members did not vote. À confirmatory meeting of 
the members of the English Institute 1s to be held on 
April 17th, 1957, and it is anticipated that the results of 
the Scottish and Irish polls will be declared shortly after 
Easter. 

'The ultimate decision on the integration project is thus 
likely to rest with members of the Society. This is a 
responsibility not to be undertaken lightly and arrange- 
ments are being made by branches and district societies 
to hold meetings in their areas which will be attended by 
members of the Council and the Secretary, and at which 

the schemes will be explained and the questions of members 
answered. The Council exhorts all members to make a 
real effort to attend one of these meetings so that they may 
have a full understanding of the schemes and of all the 
issues involved before they are called upon to record their 
votes at the poll that will be taken following the extra- 
ordinary general meeting: the date of this meeting cannot 
yet be fixed but the Council hopes to make an announce- 
ment shortly. 


Incorporated Accountants’ Course 


A course, attended by 112 members, was held at Gonville 
x Caius College, Cambridge, from September 2oth to 
25th. 
Papers were presented by: 
Professor G. A. Grove, LL.M., on ‘The reconstruction of 
companies’. 
Professor C. F. Carter, M.A., on ‘Some aspects of business 
decisions’. 
P, Mr T. R. Thompson, M.A., B.SC., Mr D. W. Hooper, 
: M.A., A.C.A., and Mr W. W. Fea, B.A., A.C.A, on ‘The 
application of electronics to accounting'. 
W. F. Edwards, r.8.4.4., on "Phe contribution of 
accounting to business planning'. 
Mr J. A. Jackson, F.C.A., F.8.4.A., on ‘Valuation of shares 
of private companies for estate duty purposes’ 


Mr James S. Heaton, F.8.4.A., on “The Finance Act, 1956’. 


Retirement Provisions for Self-employed Persons 
In September the Council issued the following statement: 
"The Council of the Society of Incorporated Accountants is 
considering various schemes by which concerted action on 
behalf of members in respect of retirement pensions may be 
advantageous. Members should consider the possibility of 
--..Bestponing any decision regarding an individual ement 
until they are informed of the steps, if any, that the Council 
roposes to take. It is to be noted that the provisions of 
ection 23 (12) of the Finance Act, 1956, allow ample time for 
consideration, since premiums paid in 1957-58 may be treated 
for income tax purposes as relating to the year 1956-57." 
A further announcement will be made when the result of 
the Integration Schemes is known. 


Bankruptcy Law Amendment 


In accordance with an invitation which was accepted in 
1955, the Council submitted written and oral evidence to 
the Bankruptcy Law Amendment Committee, appointed 
by the President of the Board of Trade and presided over 
by Judge Blagden. The Society was represented before the 

~Committee by Mr W. G. A. Russell, Mr D. Mahony, 

"Mr A. J. Cooke and Mr T. W. South. The Council's 
written memorandum of evidence was published in 
Accountancy in June. The Committee has not yet published 
its report. 

The Stamp-Martin Chair and Research 
Professor Bray delivered a research lecture at the Hall on 
June 14th, on ‘Capital changes’. 

. It was published in Accounting Research in October, 
| and is included in his book The Interpretatton of Accounts. 


| 
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This book, which contains all the lectures delivered by 
the Stamp-Martin Professor since the foundation of the 
Chair, was published by the Oxford University Press for 
the Incorporated Accountants’ Research Committee early 
In 1957. 

Two open seminars were held at the Hall on the following 
subjects: 

“The objective basis of investment decisions’ — Professor 

B. R. Williams (North Staffordshire). 
“The development of accounting theory in the U.S.A.’ - 
Professor B. C. Lemke (Michigan). 

In view of the continuing demand, a new impression was 
printed of the third edition of Design of Accounts by F. 
Sewell Bray and H. Basil Sheasby. 

À list of the five reprints published during the year will 
be found on page 21*. Copies of these and other Research 
Committee publications may be obtained from the Secre- 
tary of the Research Committee. 

The group with members of the British Institute of 
Management studying inter-firm comparisons submitted 
their report in June. It was published in the July issue of 
Accountancy under the title ‘Accounting ratios’. 

The report of the research group studying ‘The effect of 
de-rating and re-rating on industrial costs’ was published 
in Accounting Research in October. 

The Manual of Cost Accounting in the Footwear Industry 
was completed during the year, and has now been pub- 
lished. This work was sponsored jointly by the Society 
and the Incorporated Federated Associations of Boot and 
Shoe Manufacturers of Great Britain and Ireland. 

Special studies of ‘Management accounting and cost 
control and conservation of cash resources, in the small 
business’, and ‘Disclosure of financial information to 
employees’, conducted by Steering Committees for the 
British Institute of Management, were completed during 
the year and the reports of the Committees were sub- 
mitted to the British Institute of Management. The Stamp- 
Martin Professor of Accounting was represented on both 
Steering Committees. 


Accountants’ Joint Parliamentary Committee 


The Accountants’ Joint Parliamentary Committee has con- 
tinued its work of watching all parliamentary matters 
relating to the qualification and status of accountants and 
auditors. Throughout the year under review the joint 
committee has been successful in maintaining the adoption 
of a form of audit clause which in effect confines the choice 
of professional auditor to members of the accountancy 
bodies represented on the joint committee. 

Reference was made in the last report to the satisfactory 
conclusion of the controversy with the Ministry of Housing 
and Local Government on the issue of district and profes- 
sional audit. Since the last report, however, the Ministry 
has attempted to impose compulsory district audit on two 
authorities which in the opinion of the Committee were 
clearly entitled to the option allowed by Parliament in the 
case of the Kent Water Bill referred to in last year’s report. 
Once again the issue was taken to Parliament which re- 
affirmed its previous decisions and allowed the option. 


Branches and District Societies 


The annual conference between representatives of branches 
and district societies and members of the Council was held 
in London on May 17th. 

During the year over five hundred meetings and func- 
tions were held throughout the United Kingdom and 
Ireland. 

The Council again records its indebtedness and gratitude 
to the officers and committees of all branches and district 
societies at home and abroad for their untiring work on 
behalf of the Society. 


South African Branches 
A summary of the report of the South African branches is 
reproduced on page 22.* The membership of the three 


* Not reproduced. — Editor. 
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branches as at December 31st, 1956, was 605. Eighty-two 
articles of clerkship were registered during the year, 
bringing the total number of articled clerks on the branch 
registers at December 31st, 1956, to 372. 

Mr R. E. Grieveson was appointed as the Society's 
nominee on the Public Accountants’ and Auditors’ Board 
and seven other members of the Society, including the 
chairman, Mr J. C. Macintosh, also served as members of 
that Board. 

The Chairman of the South African Council, Mr Alan 
Butcher, visited London during February and met the 
President and members of the Council for discussions on 
matters of common interest. Following Mr Butcher's visit 
Mr W. G. A. Russell, in May, attended meetings of the 
committees of the Northern and Western Branches in 
Johannesburg and Cape Town and in December the Vice- 
President, Mr Edward Baldry, also had the pleasure of 
meeting members of the committee of the Western Branch 
in Cape Town. 


Central African Branch 


‘The membership of the Central African Branch at Decem- 
ber 31st, 1956, was 117 and there were 54 articled clerks 
on the branch register. 

Mr K. 'T. Wood succeeded Mr J. Craig Allan as Chair- 
mah of the Branch and Mr B. W. S. O'Connell was ap- 
pointed Vice-Chairman. 

Mr W. G. A Russell met representatives of the com- 
mittee of the Central African Branch, and of the Council 
of the Rhodesia Society of Accountants in Salisbury in 
May and there were further consultations later in the year 
in London with Mr H. B. Hone, F.s.a.a., the President of 
the Rhodesia Society. 

In addition to Mr H. B. Hone and Mr B. W. S. O'Connell, 
Vice-Chairman of the Branch, ten other Incorporated 
Accountants are also members of the Council of the 
Rhodesia Society of Accountants. 


Australia 


In November 1955 Sir Richard and Lady Yeabsley left 
England for a visit to Australia where Sir Richard met 
representatives of the Australian accountancy bodies and 
members of the Australian Branch of the Society. Sir 
Richard and Lady Yeabsley arrived back in England in 
February. 

The Council records its gratitude 'to the Australian 
Institute and Society and to Incorporated Accountants for 
their great kindness and hospitality to Sir Richard and 
Lady Yeabsley. 

The Council is also pleased to record the visits to this 
country of Mr Charles Ferguson, C.M.G., F.S.A., the only 
member of the Society in practice in Tasmania, and of 
Mr C. R. B. James, a member of the Australian Society of 
Accountants. 

In May, honorary membership of the Australian Society 
of Accountants was conferred upon Mr E. Cassleton Elliott 
and Mr A. A. Garrett in recognition of their services to the 
profession in Australia. 


The Society of Incorporated Accountants of India 


As reported in the 1955 annual report, the Council insti- 
tuted legal proceedings in India against ‘The Society of 
Incorporated Accountants of India' to restrain that organ- 
ization from continuing to use a title so similar to that of 
the Society, and for other appropriate relief. It was also 
mentioned that an application for an interim injunction 
had been refused and that an appeal against this refusal 
had been lodged. On the advice of leading counsel an 
application was subsequently made for the transfer of the 
proceedings from the Delhi Court to the High Court on 
the ground that the issues involved, and the refusal to grant 
an interim injunction, justified a transfer. Counsel further 
advised that such an application would have the additional 
advantage that the appeal could be heard by the High 
Court at the same time as the petition. The petition to 


transfer the proceedings has been accepted, but has not 
yet been heard, and the appeal is therefore still pending. 


Soclety Dinners "t 


Dinners were held at Incorporated Accountants’ Hall in 
March, May and October at which the principal guesta 
were The Rt. Hon. The Earl of Woolton, P.C., CH., Sir 
Godfrey Russell Vick, oc, The Rt. Hon. Peter 
Thorneycroft, M.P., The Rt. Hon. Earl Attlee, K.G., O.M., 
C.H., P.C., and Sir Nutcombe Hume, K.B.E., M.C. 


Library 

The Council records its appreciation to Mr A. J. Tomsett, 
Mr R. J. Snow and Mr E. H. R. Martin for their most 
generous gifts and also to Mr A. A. Garrett for the three 
very valuable volumes of The Microcosm of London, b 
R. Ackerman, which were published in 1808-1811. The 
Gift Section now contains some three hundred volumes. 

Members and students have made increasing use of the 
postal facilities and are reminded that books will be sent 
by post on receipt of a request by letter or telephone. 


Honours, Decorations and Awards 


The Council congratulates the following members of the 
Society named in recent Honours Lists: 


C.B RH. 


Dudley Foster Herring, London. 
Duncan Archibald Newby, Alexandria. 
Charles Herbert Pollard, Hull. 


O.B.E. 


Henry Pattinson Dunkley, London. . 
Harold William Long, Lagos. ; 
cd 


M.B.E. 


Doris Mellefont Hamilton, London. 
William Joseph Kilner, London. 
Sidney Herbert Sherif, London. 


Council 


The following twelve members retire from the Council at 
the annual general meeting on May 15th, 1957, under the 

rovisions of Article 49: Edward Baldry; Charles Victor 

est; Albert Blackburn; Frank Sewell Bray; Andrew Brodie; 
William Henry Higginbotham; Charles Yates Lloyd; 
Phyllis Elizabeth Marie Ridgway; Peter Grant Scott 
Ritchie; Robert Edward Starkie; Joseph Stephenson; 
Arthur Herbert Walkey. 

Initially five of these members intimated their desire-to ^7" 
resign from the Council at the annual general meeting 
because of the convention that members of the Council 
should not seek re-election after reaching the age of 
70 years. In view, however, of the special circumstances, 
the Council is pleased to record that the five members 
concerned were all persuaded to withdraw their resignations 
until the outcome of the integration proposals is known. 

For the same reason no nomination has been made in 
respect of the vacancy on the Council which was created 
on Mr Nelson’s vacation of office as President of the 
Society. 

Auditors 
Mr Stanley I. Wallis, Fellow, and Mr James A. Allen, 
Fellow, have indicated their willingness to continue in , 
office as auditors. 
Accounts 
The audited accounts of the Society for 1956 are annexed. 
RICHARD E. YEABSLEY, President. 
EDWARD BALDRY, Vice-President. 
I. A. F. CRAIG, Secretary. 


Incorporated Accountants’ Hall, 
London, WCa. April rrth, 1957. 
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Investment Allowance: Fuel- -saving Plant 


Mr ARBUTHNOT asked the Chancellor of the Exchequer 
what additions he proposes to make to the list of fuel- 
saving plant which qualifies for the investment 
allowance. 
Mr P. ee I have it in mind that the 
following further plant should be prescribed: 
Description of plant Conditions 
2 (a) The following oil firing 
equipment - 
Oil drip feeders 


The following waste heat On condition that the 


4 
ae recovery equipment: equipmentisinstalled 
(o) Flash steam for the purpose of re- - 
vessels: piping, covering for use heat 


from hot waste gases, 
. vapours or liquids. 
On condition that the 
instruments are 
affixed to boiler or 
other installations. 
On condition that the 
equipmentisinstalled 
solely for beating 


ducts, and fans. 


8 (5) Indicating and recording 
instruments, the follow- 


in uel meters. 


9 Heat pumps 


` purposes 

On condition that the 
equipmentis installed 
for the purpose of im- 
proving the electrical 
power factor. 


Hansard, April 18th, 1957. Written Answers. Col. 227. 


10 Capacitors 





Income 1938-39 Tax rates 
Equivalent 
Peor | postwar 
income 
£ £ 

100 265 

125 331 
150 398 4 
175 454. 8 
200 530 o 
225 596 4 
250 663 8 
275 729 o 
300 795 12 6 
325 861 6 
350 928 12 6 
375 994 6 
400 1,060 I2 6 
425 1,126 6 
450 1,193 12 6 
475 1,259 6 
500 1,325 12 6 
625 1,656 6 
350 1,988 I2 6 
875 2,319 2 6 
1,000 2,650 12 6 
1,250 2,313 12 6 
1,500 3,975 12 6 
1,750 4,638 7 6 
2,000 5,300 © 2 6 
2,250 5,963 IO o 
2,500 6,265 17 6 
5,000 13,250 6 
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Income Tax: Schedule A 


Sir G. LLovp asked the Chancellor of the Exchequer 
if he will introduce legislation to reassess the value of 
property for the purposes of Income Tax, Schedule A. 

Mr P. THoRNEYcROFT: I do not propose to introduce 
such legislation this year, but, as I announced in my 
Budget statement, the Finance Bil will include pro- 


'. visions to deal with the effects on Schedule A liabilities 


in Scotland and Northern Ireland of recent changes in 
their rating laws. 


Hansard, April 15th, 1957. Written Answers. Col. 169. 


Taxation: Personal Incomes 


Mr H. Wirsow asked the Chancellor of the Exchequer 
if he will publish in the Offictal Report figures showing, 
for single. persons and married persons with two 
children, respectively, the change in the real purden 
of taxation between 1938-39 and 1956-57, respectively, 
showing actual liabilities in 1938-39, the 1956-57 
equivalent liabilities, the actual liabilities in 1956-57, 
and the tax liabilities as a percentage of income in a 
manner comparable with Tables A and C of pages 
81 and 83 of Command Paper No. 9105.. 

Mr P. THORNEYCROFT: ‘Tables comparable with 
those on pages 81 and 83 of Cmd. gros are given 
below. In these tables the ‘Equivalent post-war 
income’ and ‘Post-war equivalent liabilities’ have been 


SINGLE PERSONS 







‘Tax: liabilities 
as a percentage 


1956—57 lax rates 
: of income ' 


mano 


642 
421 
378 
357 
351 
358 

8 


2 0954 QUILT UT NAH 
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calculated by multiplying the 1938-39 figures by 2°65, 
the rise shown by the Consumer Price Index. T'ables on 
this basis, however, do not in my opinion give a fair 
view of the changes in the real burden of taxation 
since they fail to show the changes in the net income 
after tax and take no account of the wide variations in 
the increase in gross income at different levels and in 
different walks of life. I accordingly append a further 
table showing the net income now required to maintain 
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the purchasing power of the pre-war net income and 
the actual net incomes now available (a) on the assump- ` 
tion that income have trebled at all levels (the figure 
for earnings in the industries covered by the periodic ^ 
inquiries by the Ministry of Labour, for adult male 
workers, is nearly 34 times pre-war) and (b) assuming 
that the higher incomes have only doubled (which 
would be broadly in line with the recent report of the 
Royal Commission on the Civil Service). 


MARRIED MAN WITH Two CHILDREN 









Tax liabilities 
Income 1938—39 Tax rates 1956-57 Tax rates as proportion 
of income » 
Post-war Increase 
equivalent Tren in relation | 1938—39 1956—57 
liabilities "TI [to 1938-39 
£ £ £s d £s d Ls d per cent | per cent | per cent 
225 596 — — 2 I2 II — — GA 
250 663 — — Io 9 5 = — 1:6 
275 729 — — 22 13 3 == = 31 
300 795 — — 34 17 0 — — 4'4 
325 861 — = 49 0 3 = == 5:7 
350 928 — — 66 12 o — — ës 
375 994 — E 83 18 5 SC = 4 
400 1,060 I I3 4 4 8 4 103 7 9 2,241 of 9 
425 1,126 3 6 8 .16 8 125 4 I 1,317 o II'I 
450 1,193 5 o o 13 5 o 147 611 I,012 Lt I2:4. 
475 1,259 6 13 4 17 I3 4 169 3 3 858 I4 134 — 
500 1,325 8 6 8 22 1 8 190 I9 765 I'7 Iq4 ^ 
625 1,656 29 2 6 24 3.9 300 7 IO 289 47 18:1 
750 1,988 56 12 6 ISO I I 410 2 IO 173 7:6 20:6 
875 2,319 84. 2 6 222 18 4 579 4. 6 160 9:6 25:0 
1,000 2,650 III I2 6 295 16 I 756 15 o 156 II'2 28-6 
I,250 3:313 166 12 6 441 II I 1,137 I ^O 157 13°3 343 
I,500 3,975 221 12 6 587 6 1 1,534 5 o 161 14:8 38:6 
1,750 4,638 290 7 6 769 9 xo 1,963 19 o 155 16:6 4273 
2,000 5,300 359 2 6 951 13 7 2,409 5 o 153 17:9 45'5 
2,250 5,963 443 10 og 1,175 5 6 2,873 7 o 144 19°7 48:2 
2,500 . 6,625 527 17 6 1,398 17 4 3,368 0 o LAT 21'I 50:8 
5,000 13,250 1,552 17 6 4,115 2 4 8,824 5 o II4 31'I 66-6 
SINGLE MAN 
ao 
Actual net 
income in 
(1956-57 
if income 
twice 
1938-39 
d £ 
Oo — 
8 LÍ 
oO — 
4 — ——— 
6 
6 1,586 
2,051 
6 2,451 
6 2,801 
6 4,001 
6 
6 

















Hansard, April 9th, 1957. Written Answers. Col. 110. 
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Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


The following is a list of Associates elected to Fellow- 

ship and applicants admitted to membership at the 

Council Meeting held on April 3rd, 1957, who com- 

pleted their Fellowship or Membership before April 

16th, 1957. 

Associates elected Fellows 

Cullen, Richard; 1934, A.C.A.; (Newill & Co), National 
Chambers, Horsefair Street, Leicester. 

Douglas, Robert Alexander, B.COM.; 1951, A.C.A.; (Black- 

& Co) Duchy Chambers, 4 
Clarence Street, Manchester, 2, and at Bradford, Leeds 
and London. 

Finlay, Gerald; 1950, A.C.A.; (Fisher & Finlay), 43 Upper 
Berkeley Street, London, Wr. 

Glover, rge Thornton; 1936, A.C.A.; Spring Grove 
House, Roker Lane, Pudsey, near Leeds. 

Jones, Henry Patterson; 1931, A.C.A.; (H. Patterson Jones 
& Co), Imperial Chambers, 62 Dale Street, Liverpool, 2. 

Jones, Ronald Stanley; 1939, A.C.A.; (Kieldsen, Jones & 

West), Town Hall Buildings, Banbury, Oxon. 


Larkin, Cecil Arthur; 1937, A.C.A.; (Wm. F. Smart, Son 
& Bloor), Finsbury Pavement House, 120 Moorgate, 
London, EC2. 

‘Macdonald, Ian Murdo; dU A.C.A.; (TWright, Stevens 
& Lloyd) and (tA. Hornby & Co), Norfolk’ House, 
Laurence Pountney Hill, London, EC4; also at Sutton 
(tA. Hornby & Co Co). 

Millichap, Kenneth Andrews; 1950, A.C.A.; (Mellor, 
Snape & Co), Old Colony House, South King Street, 
Manchester, 2, and at Crewe and Macclesfield. 

Morton, Kenneth Leighton; 1938, A.C.A.; (Moller, 
EE & Co), Friars House, New Broad Street, London, 

2 

Nash, Normsn Charles Russell; 1952, A.C.A.; (Burke, 
Covington & Nash), 272-4-6 Pentonville Road, King's 
Cross, London, N1 

Reid, David; 1952, A CA: (Houghton, Reid & Co), 128 
Maida Vale, London, W9. 

Russel, Eric Sidney, M.A.; 1950, A.C.A.; (C. Herbert 
Smith & Russell), Eden Place Chambers, 71 Edmund 
Street, Birmingham, 3. 

Salter, Kenneth John; 1936, A CA: (*Harold Carter, 
Son & Co), 45 West Street, Bognor Regis, and at London 
and Staines. 

Taylor, George Arthur, B.COM.; 4, A.C.A.; (*Cattell 
& Chater), Bank Chambers, High pecu Kettering, and 
at Corby and Rushden. 

Townend, Peter William; oer, A.C.A.; (Kenneth W. 
Howarth & Co), (J. S. Lees & Co) and (*W. Garsed & 
Co), Equitable Chambers, Central Street, Halifax; also 
at Morecambe and Todmorden.(*W, Garsed & Co). 

Vincent, Dennis Richard; 1949, A CA: (Eastoe & Vincent), 
4 West Street, Liskeard, Cornwall. 


— 


West, Reginald George; 1939, A.C.A.; (Kieldsen, Jones & ` 


West), Town Hall Buildings, Banbury, Oxon. 
T against the name of a firm indicates that the firm, though 


. not wholly composed of members of the Institute, is 


composed wholly of chartered accountants who are members 
of one or the other of the three Institutes or chartered 
accountants in Great Britain and Ireland. 

* against the name of a firm indicates that the € is not 
wholly composed of members of one or the other of the 
three Institutes of chartered accountants in Great Britain 


' and Ireland. 


Firms not marked T or * are composed wholly of members 
of the Institute. 


` will, however, be associated with the 


Admitted as Associates 
(Not in Practice) 
Clifton, Cheston Russell Patrick, with Baldwin & Son, 12 
Marlborough Place, Brighton, r. 
Jones, William Russeil, 42 Kingsfield Drive, Didsbury, 
Manchester, 20. 
Mallett, Michael John, 16 Brinkworth Road, Ilford, Essex. 
Nowell, Herbert Anthony, Steam Mill Cottage, Wellow, 
near Bath. 
Rossiter, Richard Welstead, Banff House, Downend Road, 
Downend, Bristol. 


Former Member re-admitted to Membership | 
Bendall, Ronald Frederick, 5 Eden Avenue, Lytham St 


Annes. 
Associate elected Fellow 
The following Associate elected to Fellowship at the 
Council meeting held on March 6th, 1957, has 
completed his Fellowship: 
Lawrence, William John; 1938, A CA: (W. John Lawrence 
& Co), Ayliffe Buildings, New Street, Basingstoke. 


TAXATION AND RESEARCH COMMITTEE 
The ninetieth meeting of the Taxation and Research 
Committee was held at the Institute on Thursday, April 
Irth, 1957, at 2 p.m. 

Present: Mr G. P. Morgan-Jones (in the chair); Messrs 
C. W. Aston, R. D. R. Bateman, M.B.E., T. Vue Birch, 
W. R. Carter, J. Cartner, J. B. L. Clark, D. A Clarke 
J. Clayton, R. A. Chermside, W. G. Densem, S. Dixon, 
S. M. Duncan, A. R. English, E. S. Foden, G. G. G. Goult, 
N. B. Hart, o.B.E, T.D., W. S. Hayes, G. N. Hunter, 
F. M. Kellett, H. Kirton, S. Kitchen, E. N. Macdonald, 
D.F.C., W. E. Parker, c.B.x., C. J. Peyton, A. Rayner, J. D. 
Reekie, D. E. T. Tanfield, A. G. Thomas, L. W. Under- 
wood, J. W. Walkden, E. SG Whinney, E. K. Wright, 
and G. H. Yarnell, and Mr H. W. Naish, a co-opted 
member of a special sub-committee, with the Secretary. 


Standing Sub-Committees 
Reports from the following Standing Sub-Committees 
were received: 
General Advisory Sub-Committee. 
Management Accounting Sub-Committee. 
Taxation Sub-Committee. 
Planning Sub-Committee. 


Ad hoc Sub-Committees 
Reports were received from three special sub- 


committees. 


Future Meetings 
The next meeting of the Committee was arranged for 
Thursday, June 2oth, 1957, and the normal dates for 
other meetings in 1957 are: 
Thursday, September roth, 1957. 
October 17th, 1957. 
» December r9th, 1957. 


PERSONAL 


Messrs CARLILL, BURKINSHAW & FERGUSON, Char- 
tered Accountants, of 2 Parliament Street, Hull, 
announce with regret that owing to his various com- 
mercial appointments Mr Jonn WOOD, F.C.A., F.8.4.A., 

retired from the partnership on April sth, 1957. He 
in a con- 
sultative capacity. They also announce that, Mr 


. M. D. RAETTIG, A.C.A., who has been a member of their 
' staff for a number of years has been admitted into 


partnership as from April 6th, 1957. 
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Messrs H. S. Baker & Co, Chartered Accountants, 
of Gresham House, 24 Old Broad Street, London, 
EC2, announce with regret that Mr HUBERT BAKER, 
F.C.A., who founded the firm in 1912, retired from the 
separate practices in London and Bletchley on 
March 31st, 1957. 

‘Messrs Jonn W. Horton & Co, Chartered Ac- 
countants, of 6 Square de l'Opéra, Paris, announce that 
they have admitted into partnership Mr Joun DRYLE, 
GA. The name of the firm will remain unchanged. 

Messrs Cooper & CooPzm, Chartered Accountants, 
of 27-28 Finsbury Square, London, EC2, announce 
that Mr Ion HAROLD PLATFORD, F.C.A., retired from 
the partnership on March 31st, 1957, after being with 
the firm for fifty years; a dinner party to mark the 
occasion was held at Kettner's on April sth, when the 
partners, senior members of the staff and guests were 
present. Mr Kenners R. B. BOND, A.C.A., also retired 
from the firm on March 318t to take up a commercial 
appointment. ‘The practice will be continued by the 
remaining partners. 

Messrs ALEXANDER MCOMISH, Hart & Co, Chartered 
Accountants, of 69 St Vincent Street, Glasgow, C2, 
announce that as from April 6th, 1957, they have 
admitted to partnership Mr R. J. MacGrecor HART, 
B.SC., C.A. ‘The style of the firm will remain unchanged. 

Mn F. L. FELTON, A.C.A., and Mr R. W. RUTLEDGE, 
F.C.A., practising under the style of Fezon & Co, 
Chartered Accountants, at 49 Newhall Street, Birming- 
ham, 3, announce that they have taken into partnership 
Mr J. F. FELTON, a.c.a., and Mr M. E. CULLEY, a.c.a. 

MESSRS ALFRED STRUDWICK & Co, Incorporated 
Accountants, announce that their address has now been 
changed from 18 Barter Street, High Holborn, London, 
WC, to 75 Agincourt Road, Hampstead, London, 
NW3. Telephone: Gulliver 6922. 

Mr W. T. DENT, A.C.A., announces that he has 
acquired the practice formerly carried on by Messrs 
KEENS, SHAY, Kzens & Co, Incorporated Accountants, 
at 45 Bletchley Road, Bletchley, Bucks, and that this 
practice will, in future, be conducted in the name of 
W. T. Dent & Co, Chartered Accountants. He also 
announces that his Hemel Hempstead office has been 
transferred from: 111 Marlowes to 7 Stephyns Cham- 
bers, Bank Court, Marlowes, Hemel Hempstead. 

Mr A G. H. WALKER, F.C.A., C.A. (S.R.), practising 
under the style of ALEXANDER WALKER & Co, Chartered 
Accountants, at N.E.M. House, Fort Street, Eighth 
Avenue, Bulawayo, Southern Rhodesia, announces that 


as from April rst, 1957, he has been joined in partner- . 


ship. by Mr Morris DAVIES, A.C.A., C.A.(S.R.), and 
Mr W. A. DESMOND CRAIG, A.C.A., C.A.(S.R.). The 
practice will be carried on under the style of WALKER, 
Davies & Craic, Chartered Accountants, at the same 


address. 
PROFESSIONAL NOTES 


Mr G. E. Cobby, A.c.A., a director of Foundry 
Services Ltd, and secretary of Foundry Services 
(Overseas) Ltd, has been appointed secretary of 
Foundry Services (Holdings) Ltd, Foundry Services 
Ltd, Foundry Chemicals Ltd, and Acorn Joinery 
(Birmingham) Lrd. 

Mr A. G. T. Chubb, A.C.A., A.C.W.A., has been 
appointed chief accountant of Foundry Services Ltd, 
Foundry Chemicals Ltd and Acorn Joinery (Birming- 
ham) Ltd. 

. Mr R. W. Matthews, A.C.A., has been appointed 
deputy chief accountant of The National Trust. 
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Mr Denis C. Edis, F.c.w.a., has taken up an appoint~ 
ment with Birmid Industries Ltd. Mr Edis was. 
formerly technical officer of The Institute of Cost and 
Works Accountants, and was subsequently with Messrs 
Stevenson, J ordan and Harrison Ltd, Management 
Consultants. 

Mr D. W. Drysdale, c.a., financial controller since 
1946 of Lewis’s Ltd, of Liverpool, Manchester and 
Birmingham, has been appointed to the board of the 
company. 

Mr Stuart W. Capon, A.S.A.A., A.L.M.T.A., has been 
appointed borough treasurer of ‘Hythe, Kent. 


OFFICIAL RECEIVER APPOINTMENTS 


The Board of Trade have announced that as from 
March 29th, Mr J. L. Williams has been appointed 
Official Receiver for the Bankruptcy District of the 
County Courts of Bradford, Dewsbury, Halifax and 
Huddersfield, and for the Bankruptcy District of the 
County Courts of Leeds, Harrogate, Scarborough, 
Wakefield and York. 

They have also announced that as from April 2nd, 
Mr W. H. Meredith has been appointed Official 
Receiver for the Bankruptcy District of the County 
Courts of Cardiff and Barry, Blackwood, Tredegar 
and Abertillery, Newport (Monmouthshire), Ponty- 
pridd, Ystradyfodwg and Porth, and the Bankruptcy 
District of the County Courts of Swansea, Aberdare, ' 
Aberystwyth, Bridgend, Carmarthen, Haverfordwest, 
Merthyr T'ydfil, Neath and Port Talbot, and that as 
from April 3rd, Mr W. W. Jordan has been appointed, 
an Assistant Official Receiver in the Bankruptcy 
(High Court) Department. 


DOUBLE TAXATION RELIEF: AUSTRIA 


The Double Taxation Relief Convention with Austria 
relating to taxes on income was ratified on March 13th, 
1957, and has now been published as the Schedule to 
an Order in Council numbered S.I. 1957, No. 598. 


RESTRICTIVE TRADING AGREEMENTS 
OPENING OF THE PUBLIC REGISTER 


The Registrar of Restrictive Trading Agreements has | 
announced that about 1,400 agreements have now been 
received for registration — of which over 1,100 gees 
been delivered since February 22nd — and that ` 
public register of agreements is now open for Gees : 
tion daily from 10 a.m. to 4.30 p.m., except on Satur- 
days, Sundays and certain holidays. The register may 
be examined at Chancery House, Chancery Lane, 
London, WC2, at 9 Wemyss Place, Edinburgh, 3, and 
at Chichester House, 64 Chichester Street, Belfast. 
The Registrar of Restrictive Trading Agreements is 
required by the Restrictive Trade Practices Act to 
take proceedings before the Restrictive Practices 
Court on all registered agreements; but the Board of 
Trade may instruct him as to the order of cases The 
Board have now directed him to take as the first cases, 
agreements involving registrable restrictions in relax“ 
tion to the supply of bread, corrugated paper, cotton 
yarns, flour, hard fibre cordage, high conductivity 
copper semi-manufactures, proprietary medicinal pre- 
parations, school milk, shell boilers, structural steel- 
work, and woollen or worsted pile carpets. In each case 
the Court haa to decide whether the restrictions con- 
tained in any agreement by virtue of which it is 
registrable are contrary to the public interest or not. 
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THE BELFAST SOCIETY OF 
CHARTERED ACCOUNTANTS 
-FIFTIETH ANNUAL MEETING 

"The Strict annual meeting of The Belfast Society of 
Chartered Accountants was held recently in Belfast, 
preceded by a luncheon at which 42 members were 
present. Mr R. E. McClure, F.c.a., the Chairman of 
the Society, presided, and in his address referred to 
the proposed integration scheme of The Society of 
Incorporated Accountants with the three Chartered 
Institutes, saying that the scheme was the first step 
towards the integration of the prefession. Mr McClure 
"went on to express the hope that anyone with doubts 
about it would look to the long-term future of the 
profession rather than to any imagined disadvantage 
"be thought the scheme might have for him. 

Commenting on the work of the committee ap- 
pointed by the Minister of Commerce to examine the 
law in relation to companies in Northern Ireland, Mr 
McClure said that three members of the Belfast 
Society had been appointed to it and that a list of 
recommendations, broadly supporting adoption of the 
principles of the English 1948 Act, had been drawn up. 

The report and accounts for the year ended 
December 318t, 1956, which were received and adopted 
by the meeting, show that the total membership of the 
Society at the year-end was 496, a decrease of eight on 
the 1955 figure. The fiftieth anniversary in 1956 of the 
formation of the Society was celebrated by a reception 
and dance at The Woodbourne House Hotel, and by a 
golf meeting and informal dinner at the Royal Belfast 
< Golf Club; a programme of all functions in the 1956-57 

ion was specialy produced and presented to 

members of the Society to record the jubilee. Seven 
meetings of the Industria] and Administrative Group 
were held during 1956 and the Students’ Get also 
had a successful year 

The officers oË thi the- Society for 1957-58 have been 
clected as follows: 

Chairman: Mr A. S. Boyd, F.C.A. 
- Vice-Chairman: Mr John Mulholland, F.c.a. 

Hon. Secretary: Mr T. D. Lorimer, F.C.A., 
Buildings, 49 Don E Place, Belfast. 
© Hon. Treasurer: Mr N. G. White, F.C.A. 

'The three vacancies on the Committee were filled by the 
election of: Messrs B. A. Courtney, M.COM.SC., F.C.A., 

C.. Gardiner, F.c.a., and A. N. Lovesy, F.C.A. 


Brands 


25,000th MEMBER OF CHARTERED 
INSTITUTE OF SECRETARIES 

Mr Ronald W. G. Bassett, of Tonbridge, Kent, 
became the 25,00o0th member of the Chartered Insti- 
tute of Secretaries on April 2nd, when he was elected 
to associateship at the monthly meeting of the Council. 

The Chartered Institute of Secretaries was founded 
in 1891 and since then it has elected more than 35,000 
members, but Mr Bassett's election makes the total of 
living members 25,000. The Institute admits approxi- 
mately 1,000 new.members each year and is now the 
largest professional body in the United Kingdom. 
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THE HULL, EAST YORKSHIRE AND . 
LINCOLNSHIRE SOCIETY OF 
CHARTERED ACCOUNTANTS : 


At the annual meeting of The Hull, East Yorkshire 
and Lincolnshire Society of Chartered. Accountants; 
held op. April 8th, the following officers and committees 
were elected for the ensuing year: 

President: Mr F. S. Mowforth, ¥.c.a. 

Vice-President: Mr D. C. S. Downs, F.C.A. 

- Hon. Treasurer: Mr K. P. Helm, F.c.a. 

Joint Hon. Secretaries: Mr N. Townend, F.c.A. (General), 
Carlisle Chambers, Goole; Mr R. C. Copeman, 
F.C.A, (Taxation and Research). 

Hon. Librarian: Mr H. G. Sergeant, A.C.A. 

Hon. Auditors: Messrs T. G. EE and W. R. 

- Holden, M.A., F.C.A. 

Committee: Mr C. M. Strachan, O.B.E., F.C.A. (a member 
of the Council of the Institute), Messrs N. B. Hart, 
O.B.E,, T.D., D.L., M.A., LL.B., G. B. Robins, F.c.a., and 
E. C. ' Mallett, F.C.A. (Past- Presidents) Messrs W. B. 
Hall, F.c.4.. J. Hankinson, F.C.A., J. Geoffrey Hanwell, 
T.D., F.C.4., G. W. Knight, A.C.A., T. W. Mackrill, 
F.C.A., N. R. Cowling, A. Ge J. Palmer, a.c.a., A. S. 
Freeth Oliver, F.c.a., R. G . Slack, F.c.A., A. N. Town- 
sley, A.c.A., H. C. Shaw, A. C.A.3 Messrs A. A. Beardsall, 
F.C.A, and J. M. Smith, ACA. du Gigs Grimsby 
and North Lincolnshire Branch), J. Camamile, F.C.A. 
rears the Lincoln and South Lincolnshire 

. Group), C. G. Heselton, F.c.a. (representing the 
Scarborough and District Group). 


LIVERPOOL CHARTERED ACCOUNTANT 
STUDENTS' ASSOCIATION. 


At the seventy-fourth annual meeting of the Liverpool 
Chartered Accountant Students’ Association held 
recently at The Library, 5 Fenwick Street, Liverpool, 
2, the following officers were elected for the ensuing 
year: 
President: Mr E. L. Ashton, B.A., F.C.A. 
Vice-Presidents: Mr C. O. Reay, F.c.a., Mr J. P. Ellison, 
MLA, ACA, and Mr J. A. Colvin, A.C.A. ` 
Hon. Treasurer: Mr R. J. Ellison. 
Hon. Secretary: Mr M. G. Lyon, The Library; 5 Fen- 
wick Street, Liverpool, a. 
Hon. Auditors: Mr N. G. Willis, Geet D. M. 
Lowry, A.C.A. 


SEMINAR AT INCORPORATED 
ACCOUNTANTS’ HALL 


Professor R. C. FitzGerald, of University College, 
London, who is Dean of the Faculty of Laws at 
London University, will give a paper on ‘Legal and 
constitutional aspects of the investment of trust funds 
in the British Commonwealth of N ations’, at a Stamp- 
Martin seminer to be held at Incorporated Account- 
ants’ Hall on Wednesday, May 29th, at 6` p.m. 
Accountants and students wishing to attend are asked 
to notify Mr T. W. South, at Incorporated Account~ 
ants’ Hall, -Victoria Embánkment, London, WC2. 
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CHARTERED ACCOUNTANTS’ HOCKEY 


At a general meeting of the Chartered Accountants’ 
Hockey Club, held on April roth, a set of rules was 
adopted, so that from. that date forward the club 
would become properly constituted. An official badge 
has been adopted, and affiliation to the Southern 
Counties Hockey Association is being applied for. 

As all members will know, Mr C. O. Merriman, 
A.C.A., has for a number of years assumed the duties 
of hon. secretary, hon. treasurer and hon. match 
secretary, and the newly adopted rules provide for 
appointments to those offices at a general meeting 
to be held in the autumn. In the meantime, Mr 
Wentworth L. Rowland, F.C.A., C.C., of 56 Moorgate, 
London, EC2, has agreed to act as hon. secretary, 
and Mr Dermot. A. Tripp, F.c.a., of 1 Drapers’ 
Gardens, Throgmorton Avenue, London, EC2, has 
agreed to act as hon. match secretary. 

All chartered accountants, and those under articles 
to chartered accountants, are eligible for membership, 
and those desirous of joining the Club are asked to 
communicate with the acting hon. secretary. 


OLD ARDINIANS 


DINNER TO THE PRESIDENT OF THE INSTITUTE 
Chartered and Incorporated accountants who were 
educated at Ardingly are to entertain Mr A. S. H. 
Dicker, M.B.E., F.C.A,, the President of the Institute, 
himself an Old Ardinian, and Mrs Dicker, to dinner 
at The Waldorf Hotel on Tuesday, May 14th. 

Any Old Ardinian members of the Institute or 
Society who may not have been approached and who 
would like to attend or be associated with the occasion, 
are invited to communicate with Mr S. A. Letts, F.C.A., 
of Craig's Court House, 25 Whitehall, London, SWi. 


MECHANIZED ACCOUNTING: STUDY 
; MEETINGS FOR ACCOUNTANTS 


A series of evening study meetings for accountants 
on the subject of mechanized accounting is being held 
by The National Cash Register Co Ltd, at 206-216 
Marylebone Road, London, NW1, on four consecutive 
Wednesdays, commencing on May 8th. The programme 
for the course, which deals with machine accounting 
from the view-point of the professional accountant, 
is as follows: | m 
. Wednesday, May 8th: 'Introduction to mechanized account- 
- ing’, by Mr D. B. E. Douglas-Withers. i 
Wednesday, May 15th: ‘Mechanized accounting in in- 
. dustry', by Mr H. E. Dance. 
Wednesday, May 22nd: ‘The professional accountant and 
mechanization’, by Mr J. D. Green, F.c.a. 
Wednesday, May 29th: ‘The auditor and mechanization’, 
by Mr J. Perfect, ¥.c.a. 
_ The meetings will commence at 6 p.m. and readers 
wishing to attend are asked to write to Mr D. B. E. 
Douglas-Withers at the National Cash Register Co Ltd. 
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INSTITUTE OF ACTUARIES 
An ordinary general meeting of the Institute of 
Actuaries will be held in Staple Inn Hall, next Monday 
at 5 p.m., when a paper by Mr B. Benjamin, PH.D., 
F.L.A., F.8.8., entitled “The measurement of morbidity’ 
will be submitted. , dE 


ACCOUNTANTS IN THE PHILIPPINES 
The Philippine Institute of Accountants has issued a 
booklet giving details of an Accountants! Convention 
held in Manila last December to mark the thirty-third 
anniversary of the establishment of the profession in 
the Philippines. Included in the booklet are a message 
of congratulation from the late President of the 
Philippines, together with photographs of the office 
of the Philippine Institute and speakers at the con- 
vention. 


ACCOUNTANTS' CROSSWORD: -SOLUTION 


The solution to the ‘Accountants’ Crossword’, 
compiled by Mr Kenneth Trickett, a.s.a.a., which 
appeared in last week’s issue, is as follows: 
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AMBULANCE SERVICE, STATISTICS 


The second edition of Ambulance Service Statistics! 
published jointly by The Institute of Municipal 
Treasurers and Accountants and The Society of 
County Treasurers, gives figures for 1955-56 relating 
mainly to the costs of services provided directly by 
local authorities in England and Wales. 

The first part of the return gives general statistics of 
areas served by ambulance services. ‘The ‘rate and 
grant borne expenditure per 1,000 of population’ is 
shown and is followed by a variety of statistics such as 
average mileage per vehicle, average number of persons 
carried per vehicle, etc. The second part of the return 
is concerned with the costs per vehicle mile. The 
average rate and grant borne expenditure per 1,000 
population of service area for ‘all authorities’ is £259 
and the cost per vehicle mile is 2s 10d; the compar- 
able figures for London are £289 13s and 3s 11d. 


1 Ambulance Service Statistics, 1955-56. 3s post free. The 
Institute of Municipal Treasurers and Accountants, 1 Buck- 
ingham Place, Westmins ter, SWi. 
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CLASSIFIED COMPANY 
STATISTICS 


R a reason well known to all accountants, the face of 
E financial accounts has changed appreciably for the . 
: better since 1948. This has made possible the collation of 
statistical data on capital trends and revenue dispositions on a 
scale which, prior to the advent of the new Companies Act, could 
not have been attempted. Prominent among the learned societies 
actively engaged in this new and rewarding form of investigation 
is the National Institute of Economic and Social Research. In 


' 1956, it produced as an aperitif a publication entitled A Classtfied 


list of Large Companies Engaged in British Industry.! Now comes 
the start of the feast proper with the newly-published Company 
Income and Finance 1949-53. ‘This, as the first Weekly Note in 
our issue of last week described it, gives for the period indicated 
by the title, summary profit and loss appropriation accounts, 
balance sheets and statements of sources and usés of capital funds 
for the whole body of 3,025 companies under review and for each 
of twenty-one industrial groups. Explanatory notes as to scope and 
content are given together with, among other information, lists 
of the three largest companies in each industrial group in relation 
to the rest of the group and of the hundred largest companies 
included in the present tabulations. 

The first question the reader may want answered is how far 
does this cross-section of companies represent the total economy 
of the country? There were, at the end of 1953, 270,269 companies 
registered in London and Edinburgh, 11,444 of them being public 
companies. The paid-up capital of the 3,025 tabulated companies 
was {2,740 million, which was 43 per cent of the total for all 
companies and 67 per cent of the total for all public companies. 
The tabulated companies accounted for 46 per cent of all persons 


employed in manufacturing establishments and, in terms of out- 


put, their coverage was estimated at 53 per cent. Tentative as 
some of these figures necessarily are, they are sufficiently accurate 
to demonstrate that the review included an adequately large sector 
of the industrial economy of the country to make its results a 
reliable guide for the purposes of the compilers. 

And what, the reader may next ask, were these purposes? As 


| suggested above, the general aim of the National Institute in 


embarking on this task was to investigate the capital structure 
and trends of British industrial organizations. In particular, it 
wanted to ascertain how new capital was being obtained and how 


. it was being employed. The aggregate statements of the sources 


1 See The Accountant, April 14th, 1956, page 393. 
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and uses of capital funds provide much of the 
material for this fascinating exercise by showing 
to what extent the:companies concerned financed 
themselves during the period by ploughing back 
their profits and to what degree they resorted. to 
new capital brought in from outside. The state- 
ments show, also, how the outside capital was 
raised and the ways in which the increments of 
capital, irrespective of source, were employed in 
the expansion of business. 


The income to be appropriated of all EE 


companies for the five years from 1949 to 1953 
was £ 5,454. million. Depreciation charged before 


arriving at that figure was £953 million. Taxation ` 


on current income accounted for £3,014 million 


(55 per cent); net dividends for £836 million 


(15 per- cent) and there were £71 million (1 per 
cent) due to minority interests. The balance of 
£1,533 million (28 per cent) v was retained as 
reserves by the companies.: 

The total sum available for net n over 
the five years, as calculated from the summary 
showing the sources and uses of capital funds 
during that period, was {£2,505 million. The major 
constituent of this sum was, of course, the £1,533 
million retained profits.referred to above which, 


together with additions to tax reserves less net ` 


payments on capital account, made up £1,735 


million or Go per cent of the total. Of the balance, 


receipts from new issues, totalling £654 million 
and comprised of £298. million from debenture 


and other fixed. interest borrowings, £49 million. 
from preference.shares and £307 million from ` 
ordinary shares,'were responsible for 26 per.cent: : 


^ The uses to which this accretion of capital was 


put may be deduced from the same summary. .. 


Net ‘expenditure on fixed assets was {1,202 
‘million (48 per cent of the total), made-up of 
tangible: fixed assets less’ depreciation, £1,005 
million; investments in subsidiaries, £125 million; 
trade’ investments, {50 million; and: goodwill, 
£22 million. Working capital was increased by a 
net {£1,303 million (52 percent of the total), 
stocks being up by {1,087- million, debtors by 


£781 million and: creditors by £565 million. 


These figures’ give the lie to the opinion, often 


advanced, -that companies are able to finance 


their expenditure-on fixed assets. and additional 
stocks out of their retained earnings. ‘In this 
particular tabulation, profits retained.in reserves 


were £1,735 million whilé expenditure on fixed 


assets and stocks amounted in the aggregate to 
£2,289 million. The reason for this disturbing 
situation is not difficult to find. among the figures 
given in the publication. The provision for taxa- 
tion on current income, at £3,014 million, was 
almost exactly twice the unappropriated earnings 
ággregate of £1,533 million. 

Although the National Institute has not attemp- 
ted at this stage to make a detailed analysis of the 
results obtained by its researches — that is promised 
in a later volume now in preparation — it draws 
attention in its explanatory notes to one interest-. 
ing comparison and that is that, duririg the period 
covered by the review, quoted companies have 
grown more rapidly than other companies; and 
that among quoted companies the larger have 
similarly outdistanced the smaller. There are a 


‘number of ostensible reasons for these trends 


although it is dificult to assess their relative 
importance. One is that modern methods of 


‘production require.large plants and, among the 


imponderables, is another — the gradual acquisi- 


. tion of privately owned family Ee? by 


powerful public corporations. NN 
As well'as appreciating the value of the compan A 
statistics made available by this publication, 


accountants will find the National Institute’s 


explariations of the mechanies of compiling them 
an additional delight. The differentiation between 
‘pure’ book-keeping entries’ and cash’ and credit 
transactions; the methods of dealing with the 
consolidated accounts of parent companies dis- 


torted by the purchase of one or more subsidiaries 


at (for the purposes of the review) quite the wrong 
time;'the discriminating inclusion of companies‘ 
other than quoted companies. to improve the 


‘industrial coverage of their groups; the treatment 


of inconsiderate companies which, by changing 


` their financial year-ends, had either two accounts 


or none at.all in one particular year; the presenta- 
tion of the tables in such a way that, despite 
changes caused by the appearance and disappear- 
ance of individual companies, comparability with 
the figures of the years before and after (except 
in the first and last years) 1s assured; all these-and.« 
other refinements demonstrate that the task was 
tackled with imagination and a pleasing sense of 


‘proportion. It is good to learn that the Govern- 
. ment; who helped to finance the work to. its 


present stage, has arranged for the Board of Trade 


"to continue an analysis on broadly similar lines. 
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THE ASSOCIATION’S YEAR 


8 HE Association of Certified and Corporate 


Accountants is the only statutory profes- 
sional accountancy body in this country not 
directly affected by the pending integration 
schemes. It is natural, however, that its members 
should have been observing closely the trend of 


events and reference is made in the 1956 report of 


its Council — extracts from which we published 
three weeks ago — to the correspondence on the 


—subject which has been exchanged between the 


Association and the bodies concerned. The intima- 
tion that when a decision on the present scheme 
is reached a meeting may be arranged to seek an 
acceptable way of bringing the Association ‘within 
the frame-work of integration' indicates that the 
ultimate plan might prove to be more compre- 
hensive than was at first enyisaged. ' 

At their annual meeting in 1956, the members 
of the Association approved a resolution raising 


id not become operative, however, until January 


pa scales of annual subscriptions. The new rates 


rst of this year and the consequence was that, 


h despite economies in expenditure, there was a 


deficit on last year’s working of £4,929 as against 
£5,946 for the previous year. At December 31st, 
1956, the accumulated fund stood at £51,593. 

The membership of the Association at the turn 
of the year was 9,900 which was 336 more than at 
the end of 1955. The number of students and 
graduates (including articled clerks) registered at 
December 31st, 1956, was 7,555 as against 7,883 
twelve months earlier. 


~The examination results for 1956 show a further 


downward trend in percentage passes. In the 
Intermediate examination, only 382 out of 1,269 
candidates, or 30 per cent, passed. The corres- 
ponding percentages for 1955 and 1954 were 39 
and 44. In the first section of the Final examina- 
tion, there were 354 successes out of 1,376 
entrants, a percentage of 26 as compared with 31 
in 1955 and 28 in 1954. In the second section of 
the Final examinatión, 314 of the 845 candidates 


— passed, a percentage of 37 as against 43 in 1955 


and 51 in 1954. As the examination standards are 
constant, the only inference to be drawn from the 
continuing decline in the ratio of successes is that 
the average quality of student employed by 
members is steadily becoming poorer. The 
Council makes no direct reference in its report 


to this situation but in his Presidential address 
given at the fifty-second annual general meeting 
of the Association held on Tuesday and reproduced 
elsewhere in this issue, Mr A C. S. MEYNELL, 
F.A.C.C.A., states that .the low percentages 
'continue to give ground for some dissatisfac- 
tion’. 

During the year, the Council of the Association 
took its share of the many public duties which 
nowadays have to be borne by members of 
professional bodies. It submitted written and oral 
evidence to Judge Blagden's Bankruptcy Law 
Amendment Committee and the Technical Re- 


‘search Committee and its sub-committees were 


engaged both in revising previous publications 
and in planning new projects. Interest in the 
affairs of the district societies was maintained by 
members throughout the year and, in London, 
the second series of winter luncheon meetings, at 
which people prominent in various spheres of 
public life gave short talks, was successfully 
carried through. 

It is a tribute to the Association that, although. 
it has nearly 10,000 members, the Investigations 
and Disciplinary Committees had to deal with 
only six cases during 1956, one of which concerned 
a registered student. Of the five members charged, 
in each instance with unprofessional conduct, four 
were reprimanded and one cautioned. 

Two resolutions to alter the Association's 
articles were approved at 'l'uesday's meeting. 
One will give the Council wider powers in the 
future investment of the Association's funds than 
it hitherto has had. The other will allow for postal 
ballots so that, on matters of moment, a fuller 
expression of opinion may be obtained. In his 
address, the PRESIDENT mentions that, on an 
important abscrption issue not long ago, less than 
half the members of the Association exercised 
their right to vote. Another matter to which the 
President refers in his address is the Association's 
pension scheme now on the point of being in- 
augurated. Benefits under it are available not only 
to members but also to non-members in the 
service of certified accountants. 

In accordance with custom, MR MEYNELL was 
on Tuesday re-elected President for a second year 
of office. Mr WILLIAM: JACKSON, F.A.C.C.A., 
continues as Vice-President. 
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Tuesday, is a formidable document. 
Divided into six parts comprising thirty- 
nine clauses and having nine schedules, it.covers 
no less than fifty-nine pages of print. Some of the 
provisions are of remarkable complexity, even for 
a Finance Bill, particularly the new code of 
exemption for overseas trade corporations. 
Clause 1 effects the changes in entertainments 
duty already announced in the Budget speech. 
Sub-clause (6) repeals the existing exemptions 
from that duty and substitutes the new and 
elaborate code contained in the First Schedule. 
Clause 2 imposes the new {1 television duty and 
provides for higher payments by proprietors of 
boarding- and guest-houses who supply tele- 
vision facilities in.their guests’ rooms. The new 
duty applies to licences issued after July next. 
Part II ofthe Bill contains only two clauses: 
one effects the reductions in purchase tax already 
announced; the- other extends to that tax the 
Provisional Collection of Taxes Act, 1913. 
. Part III is headed ‘Income Tax (General 
Provisions)’. It comprises clauses 8 to 19 inclusive 
and incorporates the Third Schedule. Clause 8 
imposes standard rate income tax of 8s 6d for 
1957-58, while. clause 9 imposes surtax for 
1956-57 at the same rates as for 1955-56. The 
Government has not yet committed itself about 
the surtax rates for 1957-58. Clause 10 effects the 
promised increases in earned income relief, age 
relief, and child relief, but delays the effect, in 
relation to P.A.Y.E., until June 22nd in order to 
give time for the printing and distribution of the 
necessary new tax deduction tables. Clause 11 
provides for the new exemptions for persons over 
65 years of age with incomes not exceeding {250 
(single) or £409 (married). Where the’ income 
exceeds the appropriate limit by less than £ 50o, the 
liability will be restricted to one-half of the excess. 
Clause 12 provides for the setting off of the 
married. man's additional personal allowance, 
child allowance, housekeeper and dependent 
relative allowances against total income for surtax 
purposes, with a provision for apportionment 
where husband and wife are separately assessed. 
Clause 13 affects the doubling of the investment 
allowance on ships, while clause 14 is directed to 
the prevention of anomalies arising from the 


T». 1957 Finance Bill, published last 
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capital allowance provisions in relation to plant 
and machinery, where the person claiming the 
allowances is not the actual owner of the plant or 
machinery. Besides covering a whole page of 
print, the clause imports the Third Schedule 
which covers two more pages. 

Since it springs from the decision in Gazehouse 
v. Vise, clause x5 is of particular interest. Where 
a distinct part of a building is separately occupied 
by a tenant of the landlord of the entire building 
that part may be taken for Schedule À purposes 
as a distinct building. It must be so treated if the 
landlord shows that the tenant holds it under a 
letting for a year or more at no rent or at a rent 
less than the appropriate proportion of the net 
annual value. Thus Gatehouse v. Vise is in effect 
overruled, to the great relief of landlords. Clause 
16 deals with Schedule A in Scotland and 
Northern Ireland. . 

Clause 17 imposes Schedule E. tax on. e ! 
ical’ payments out of the House of Commo 
Members’ Fund. The field of ‘small maintenance 
payments’ within Section 205 of the Income Tax d 
Act, 1952, is extended by clause 18 to include pay- 
ments up to £5 per week to a woman and to 
£1 tos a week for children, while the existing age 
limit of 16 years in Section 205 is increased to 
21 years. The change does not affect payments 
falling due before April 6th, 1958, under an order 
made before August 4th, 1957. Clause 19 pro- 
vides for the granting of exemption from tax of 
dividends on Government securities held by 
certain non-resident banks, being banks having—4 
the custody of the principal foreign exchange 
reserves of overseas territories. 

Part IV contains clauses 20 to 34 inclusive and 
imports five schedules, the Fourth to the Eighth 
inclusive; these together covering some thirty 
pages. All this is to give effect to the decision to 
exempt overseas trade corporations from income 
tax and profits tax on such part of their overseas 
profits as is not distributed, and to make the 
consequential amendments considered to be 
necessary. It is worthy. of notice that apart from 
this change, and the minor change in clause 38, 
profits tax remains entirely unaltered. 

One passes from the welter of legislation in 
Part IV to the comparative calm of Part V which 
deals with estate duty and contains. only two 
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clauses, without any schedules. Clause 2 is 
|! directed to circumventing what is called ‘the 
disappearing trick’ in relation to tn£er vivos gifts 

of property which ceases to exist before the death 

of the donor. It has fifteeri sub-clauses and covers 
two pages. Clause 36 relates.to retirement benefit 


schemes under the Finance Act, 1956. Clause 36. 


(1) provides for aggregation of widows' annuities 


of that Act. Clause 36 e press ES deemed 


. THE a 
ACCOUNTANT 


provided under a trust scheme within Section 22. 


517 


passing of sums of money which the deceased 
had the option of causing to be paid to = 
personal representatives. © =; 

. Part VI contains .three miscellaneous clauses: 
Clause’ 37 deals with the profits tax liability ‘ia 
relation to interest payments by certain electricity 
boards. Clause 38 provides for the early reduction 
of the National Land Fund to ro million- 
Clause 39. contains the usual provisions ae 
to Ree Se title and construction ot the Bill. 


A. 


“RETIREMENT AN N UITIES. 


TAX RELIEF ON CONTRIBUTIONS ^ ^ ^ 
_ Computation of Net Relevant Earnings `" 0 > 


$ WÉI Ge? 
tie 


- 


AX relief in respect of contributions 
towards retirement provision, which self- 
employed and certain other persons may 
obtain'in accordance with Sections 22 and 23 


of the. Finance Act, 1956, is limited to tax. lc 


respect of: 
^ (a) the actual contribution; 
ho (b) £7503. 


(c) 10-per cent of the ‘net: Ste earnings’; or 
(d) a proportionate part of (b) or (c), i.e; in 
cases where a trade, profession or vocation, 


` of office or employment is carried on or 


- held for part only of a year. 
The limitations of £750 or 1o per cent: of the 
net relevant earnings are the subject ‘of. some 


extension in the case' of persons born m 1915 or. 
an earlier year, the maximum relief obtainable 


by ariy person under any circumstances being tax 
—en.£,1,125, or on 125 per cent of the net relevant 
earnings (persons born in 1907 or earlier).l. ; : 
‘For a complete: definition of the term 'net 


relevant earnings’ it is first necessary to ascertain, 


the. meaning of ‘relevant earnings’, which are 
separately defined 1 in the appropriate provisions. 
| Relevant Earnings © 
Relevant earnings, therefore, comprise income 
chargeable to tax, as follows: 
- (a) income arising in respect of remuneration 
—~— from an office or employment of profit, 


other than a pensionable office or employ- 


ment (Section 22 (8) (a)); 


. (b) income from any property attaching to or 


such forming part of the emoluments of any 


office or employment (Section 22 (8) (b); 


1 Finance Act, 1956, Third Schedule, paragraph 4. 
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` (9i income chargeable under Stliedule B or D 
being derived from the trade profession or 
vocation exercised or carried on- by an 
individual or a partner personally acting 
‘therein (Section 22 (8) (c); or^ " 

(d) income from patent rights treated as 
‘earned’ under Section 525. (2). (d) of the 
Income Tax Act, 1952 (Secon 22 (8) (D); 
but . 

v" does not include remuneration às controlling 

. director (within Section 390, Income Tax 
Act, 1952) of an investment. company 
(Section 22 (8)) (defined by Section 257, 
Income Tax Act, 1952). . 

These earnings are those amounts Kei giving 
effect to allowances falling.:to be made under 
Parts X or XI, Income .Tax Act, 1952 (ie. 
capital allowances), other than deductions allow- 
able in computing ‘profits or. gains’, but after 
taking into account the amounts on which charges 
(i.e. balancing charges) fall to be o made (Section 
23 (4); and the share of a partnership income 
éstimated in accordance with the Income Tax 
Acts (Section 23 (9)); but the relevant earnings 


‘of a married woman are not to be treated as 


income of the husband (Section 23 (7)). 

Thus, it would seém that amy income or 
emoluments of any office or employment currently 
held by any person, and. any profits or gains of 
any trade, profession or vocation of any person 
personally acting therein, will be within the 
definition of relevant earnings, as‘also will be the 
income from patent rights — under Section 525 
(2) (d), Income Tax Act, 1952 — but not the 
income of a controlling director of an investment 
company. SE income éarned by à wife.cannot be 
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aggregated with that of the husband, for she will 
be entitled to claim relief in her own right. 

It apparently matters not that the income may 
arise abroad, providing that such income is 
assessable in the United Kingdom as earned 
income. 

It may therefore be said that any income treated 
as earned income for tax purposes, except such 
income as arises from pensionable employment or 
by way of pension (or other payment) in respect 
of services (or otherwise) of past employment, 
will give entitlement to a claim for relief. Accord- 
ingly, the share of profits of a mere sleeping 
partner cannot attract relief, although the 
remuneration of a nominal director will do so. 

Pensionable employment is employment to 
which a sponsored superannuation scheme re- 
lates. À sponsored superannuation scheme, is, 
briefly, any scheme which makes provision for 
the retirement or partial retirement or the termi- 
nation of the employment through death or 
disability, the cost of which is borne, in whole 
or in part, by the employer or, indeed, by any 
person other than the employee concerned. 
Where, however, payments by the employer are 
in fact assessed upon the employee as benefits, 


the employee 1s regarded as providing the cost. 


by reason of his service. 

As regards underwriters, the shares of profits 
of members of Lloyd's syndicates are assessable 
under Case L of Schedule D and, providing the 
members are regarded taxwise as being personally 
active, such shares of profits will give rise to relief. 

In addition, it would appear that casual profits 
assessed under Case VI of Schedule D, as profits 
arising from transactions ‘in the nature of trade’, 
will also be eligible for relief. | 


Net Relevant Earnings Defined 
Net relevant earnings may now be defined and 
are simply relevant earnings, less deductions 
which fall to be made from total income, but being: 
(a) deductions in respect of payments (i.e. 
annual payments) made (Section 23 (5) (25 
or 
(b) deductiong in respect of losses, or in respect 
of allowances under Part X or XI, Income 
Tax Act, 1952, arising from activities, the 
profits of which would- be treated as 
relevant earnings; but not such losses or 
allowances arising earlier than 1956-57 
(Section 23 (5) (b)) and without deducting 
any relief under these provisions (Section 
23 (8)). 
Where déductions from total income may: be 
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treated either as made from relevant earnings or 
from other income, such deductions shall be 
treated, for this purpose, as being made from 
other income, except to the.extent that they 
represent losses or allowances under Parts X or 
XI, Income Tax Act, 1952 (Section 23 (7)), 
although where the losses or allowances exceed 
relevant earnings for the year, so that part of 
them are set off against other income, then the 
amount(s) set-off shall be treated as deductions 
from the relevant earnings of following years 
until exhausted (Section 23 (6)). It matters not 
for this purpose that the person concerned either 
does not claim relief - under these provisions — 
for such following years, or 1s not entitled to do 
so; the notional déductions are still effected. 

‘Other income’ in this context, means any 
income, either earned or unearned, which falls 
outside the definition of relevant earnings. 
Examples of such other income include salary 
or pension from pensionable employment, and 
investment income. 


Thus, net relevant earnings may be stated as 
being income, which is assessable or chargeable, 
from sources in which the claimant is actively 
engaged and which therefore attracts earned 
income relief, but reduced by payments made or 
losses incurred or capital allowances claimed, 
which arise in respect of the same or similar 
Sources. 

In addition, there may be further deductions 
where there are general charges or allowances on 
income which exceed the 'other income' for the 
year (and so have to be deducted from relevant 
earnings) and where the losses or allowances 
arising, in respect of sources the profits from 
which would be relevant earnings, exceed the . 
relevant earnings of the year (and so have to. be? 
deducted from ‘other income’); in this event, 
the additional deduction will be from future 
relevant earnings. 

To the extent that, owing to an insufficiency 
of net relevant earnings for any year, relief for 
premiums (which otherwise would be granted) 
cannot be given, the balance of premiums un- 
relieved will be carried forward, and be available 
for relief in subsequent years. Accordingly, 
taking the normal case, any premium paid in any 
year which exceeds 1o per cent of the net relevant 
earnings, but does not exceed the alternative 
maximum of £750 will, to the extent of the excess 
over the 10 per cent, be carried forward. (The 
basic rates of relief and the modified rates are 
found at Section 23 (1) and the Third Schedule 
of the 1956 Act, respectively.) 
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| RECENT DEVELOPMENTS IN ACCOUNTING 
- IN THE UNITED STATES 


^. by SIDNEY DAVIDSON, Ph.D., C.P.A. d 
Professor of Accounting, The Johns Hopkins University, Baltimore, Maryland, U.S.A, 


it is dangerous to talk of recent developments in 
any field without checking the latest edition of the 
newspaper. Since I am talking of American account- 
ing, and not American foreign policy, it is less likely 
that there has been any sharp change during the day, 
_80 I can use the phrase ‘recent developments’ with 
“greater assurance. I would like 
to single out developments in 
accounting training, in account- 
-Ing research, and in accounting 
practice and reporting for com- 
ment. 
DEVELOPMENTS 
IN TRAINING 
Developments in training are 
closely related to the growth 
factor in American accounting. 
For a variety of reasons that do 
not need detailing to this 
audience, public accounting is a 
SS fast-growing profession in the 
» United States, , perhaps the 
"fastest growing ‘of all profes- 
sional endeavours. The decennial 
figure of numbers of certified 
public accountants show this 


IR the topsy-turvy world of the last few months, 





under the supervision of the Director of Education 
of the American Institute of Accountants. 


Differences in State Requirements 

I have overstated the degree of uniformity, though, 
for I should have said that certificates of competence 
are awarded by the States rather than by:the State. 
While all forty-eight States use 
the same examination, no two: of 
them are exactly alike in the 
other requirements for the certi- 
ficate. Basic. differences exist 
among the States with regard to 
the type and amount of account- 
ing experience and. education 
necessary for certification: 


‘The early State accounting 
-laws generally required a high 
School education (age. 17) ‘or its 
equivalent and. five years: of 
accounting experience as pre- 
requisites for certification. Some 
States still have these require- 
ments but in most jurisdictions 
there has been a gradual shift 
to higher educational and shorter 
experience requirements. Three 


vividly: d States - New York, New Je 
Year No. of C.P.As. and Florida ~ now ` Ges 
is PER college degree and Connecticut 
1930 13,500 will soon join that list. Many 
1940 20,000 EE EE Ee States permit some substitution 
1950 38,000 l Professor Sidney Davideon of education for experience, but 
1956 55,000 the regulations are.so diverse 


“Trriess than two generations the number of accredited 
accountants has grown more than thirty-fold, and 
the absolute rate of growth shows no sign of slacken- 
ing. 

'These figures refer to the number of C.P.As. This 
title of competence is granted by the State, rather 
than by a professional body as in this country, and 
there is only one professional designation — all who 
El are known as certifed public accountants, 

-P.As. The major hurdle to certification, the C.P ER 
'examination, is a uniform one given to all candidates 
across. the length and breadth of the land. In May, 

tand again in November, some ten to twelve thousand 
candidates will sit down in rooms in over roo cities 
in all American States and territorial divisions to 
write the uniform C.P.A. examination. All but a few 

of these papers will then be marked by a grading staff 


A lecture delivered at the depict of Bristol on February 
22nd, 1957. Professor' David Solomons, B.COM., A.C.A., 
was in the chair. 


that.no jenen statement of the terms of. substitution 
can be made. Gë 
These differences in requirements have dfe 
the American accounting profession for some time; 
All candidates take the same examination and all are 
accorded the same designation. Much of their 
practice will be inter-State in nature and will require 
compliance with Federal regulations that apply 
equally to all States. Under these circumstances it is 
difficult to justify such diversity in educational and 
experience requirements. To consider this problem, 
a Commission on Standards of Education and Experi; 
ence for Certified Public Accountants was created in 
1952 under the sponsorship of the American Institute 
of Áccountants and over forty other accounting 
groups. It was composed predominately of practising 
public accountants with representation from account- 
teachers and educational administrators. 
e Commission submitted its report afew months 
ago and its recommendations are-likely to be guide- 
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posts to American accounting training for some time 
to come. The Commission put forth a short-run goal 
‘transitional period’) and a set of long-run objectives. 
or the short run, it recommended the following 
requirements for certification: 


S College graduation, with an accounting major; 
Satisfactory completion of the C PA. exami- 
nation; 
(3) Two years of public accounting expetience. 


As an ultimate objective, and the Commission took 
pains to point out that ‘one or more decades may be 
involved’ in its realization, the Commission recom- 
mended the following SE requirements for 
certification: 

: College graduation; 

2) A professional post-graduate academic pro- 

amme of at least one year, including an 

internship with a public accounting firm for 
three or four months; 

(3) Successful completion of the C.P.A. exami- 

nation. 


Public accounting experience is not included among 
these suggested requirements. 

Concerning the short-run objectives, the major 
innovation is, of course, the requirement of a college 
degree. This recommendation was approved by all 
twenty-three members of the Commission without 
dissent and no published serious criticism of it has 
come to my attention. It is based, in part, on an 
analysis of recent CDA examination results. A 
sample of recent examination results indicated that 
about 80 per cent of the passing candidates were 
college graduates. If I may suggest a reason for this, 
it is because the C.P.A. examination stresses account- 
ing analysis rather than accounting procedures. 
Candidates are asked to demonstrate that they can 
apply the accounting procedures they have learned 
to new circumstances. The college-trained man - 
eapecially the good one — has learned to think about 
accounting, not just to memorize its rules. It pays 
off in the examination and in his subsequent account- 
ing work. As accounting seeks to adapt itself to our 
world of changing technology and large-scale pro- 
duction, it is the broadly-trained man who accom- 
plishes the transition most easily. 


American Firms prefer College Graduates 


The recommendation for college training also reflects 
the employment practices of the major American 
public accounting firms, Almost without exception, 
these firms limit new employees to those having 
college degrees. This does not indicate a starry-eyed, 
visionary attitude on their part. Accountants are more 
practical than that. They insist on college graduates 
because they have discovered it pays off in dollars 
and cents. The firms have found that college graduates 
make better accountants, and do so more quickly 
in the bargain. 

The GE of a senior partner of one of the larger 
. American firms, paraphrased forgbrevity, indicate 


» 
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the. reasons for this feeling that college training is 
the most effective preparatory device for the pro- 
fession: 

‘As accounting principles and procedures are 


developed out of experience over a long period of 


years, they can be reduced to basic statements and 
become the basis of teaching organized class groups. 
. A beginner might encounter only a few of these 
principles and procedures in the course of several 
years’ work. The composite experience of the past 
which has resulted in the formulation of principles 


cannot readily be duplicated in the experience of 


any one individual. 

‘One of the most important attributes of the 
C.P.A. in practice is the judgment which he is able 
to bring to bear on accounting matters. No one 
would claim that all college graduates have developed 
sound judgment but many educators feel that it is 
possible for formal educational programmes to asaist 
in developing sound judgment, and in refining the 
abilities which the individual already possesses in 
that area. No doubt long years of experience are of 
most help in developing the professional judgment 
required by the broadly competent accountant, but 
even experience does not necessarily result in the 
development of such ability, unless the individual 
brings to his experience certain background, attitudes 
and inclinations which in themselves may have been 
a product of his educational environment. George 

. Bernard Shaw once said, “Men are wise in propor-- 
tion not to their experience but to their capacity fo 
experience’’,’! 

The results of C.P.A. examinations, the ne 
ment practices of the major American firms and 
the general acceptance of the Commission’s recom- 
mendations concerning college training, all indicate 
that prevailing American opinion runs counter to 
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the last portion of a 1951 expression of the Council of ` 


the English Institute, that: 
"A person cannot be a chartered accountant unless 


he knows how to do the work of his profession and: 


this knowledge can be acquired in one way and one 


way only — by learning as an apprentice under the ! 


guidance of others.”? 


The recent report of a special committee of the 1 


Scottish Institute indicates that Americans are not 
alone in feeling that academic training is essential 
for accountants to meet the challenges of modern 
practice. 

As you probably recall, the Scottish committee 
recommended that all apprentices take an academic 
year of full-time course work, during which time they 
would be granted leave of absence from their masters’ 
offices. The president of the Scottish Institute 
explained: 

. “The more we studied the problem . . . the more, 
we became convinced that a step of this kind must ~ 
be taken if the training of future members is to be. 
kept abreast of modern requirements.’ 


The plain fact is that the nature of accounting 


1 Louis M. Kessler, “Professional Education’, Journal of 


Accountancy, Vol. 102, No. 6. r 1956, page 35: 
! Education and training for membership: A report by the 


Council of the Institute, 1951, page 8. 
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practice is being changed by modern developments. 
ı Mechanization and increasing automation have 
. combined to make the detailed checking that charac- 
“terized auditing less significant in the accountant’s 
| work load, and to increase the importance of his work 
in providing control systems and effective communi- 
. cation devices for management. Not only is the public 
accountant confronted by increasingly complex 
problems in his work as an independent practitioner, 
| but private industry is constantly seeking the properly 
| trained accountant who can contribute to the solution 
of its decision-making and control problems. 
ing in economics and statistics, in written 
_and verbal communication, and in mathematics are 
becoming essential qualities of the properly prepared 
accountant. These, as well as the training in account- 
ing principles mentioned previously, can be acquired 
most effectively and economically by university 
training. 


Post-graduate Schools v. Professional 
Experience 


The long-range recommendations of the Commission 
retain the requirement of a college degree, but differ 
from the short-run plan by proposing the substitution 
of professional training at post-graduate schools of 
accounting and a brief internship for the requirement 
of two years of professional experience. ‘This recom- 
iere has not had the same complete acceptance 
às the one concerning college education. Four of the 
 twenty-three Commission members dissented, and 
some other leaders of the profession have expressed 
a sceptical attitude. The on questions are: How 
well can simulated classroom situations depict the 
problems of assembling and assessing the data 
necessary for accounting reports? and, How realisti- 
cally can the professional schools portray the stresses 
and pressures of practical accounting life? 
The most reasonable course would seem to be to 
, establish several post-graduate schools of accounting 
— schools with faculties experienced in public account- 
ing and conversant with its current problems and 
with classroom materials provided by the public 
accounting profession. If these work out as well as 


the Commission anticipates, the objections of the 


experience proponents will be overcome, 

As a sidelight on the experience requirement, it 
should be noted that the steady growth in the demand 
for public accounting services has confronted the 
American profession with the problem of getting a 
sufficient number of competent new entrants. 
me on a long period of experience before taking 

the examination undoubtedly discourages many able 

* individuals from entering public accounting. Those 
' who complete the experience requirement may be 
the better trained for it, but Y feel we have not given 
sufficient attention to the ones who get away, to the 
able students who decide to enter other fields rather 
than undertake the period of apprenticeship. There 
are too many other opportunities open to them in 
today's world. An editorial in a recent issue of the 
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Journal of Accountancy, the publication’ of the 
American Institute of Accountants, put it well: 

—. "The days when the professions could expect 

apprentice’ to spend long years of drudgery at low 
. wages in fhe expectation of middle-aged success 

were doomed forever by the. rapid growth of tech- 

nology and the need for professional skills! — . 

Statistical measures of the extent of this loss are, 
unfortunately, not available. My own experience, as 
well as examples reported to me by my colleagues in 
accounting practice and in education, suggests that 
this is not an insignificant consideration in America, 
At least one indication that it is also depriving the 
English profession of potential leaders has come to 
my attention during my short stay here. 

One of the men who graduated near the top of his 
class at the London School of Economics a few years 
ago, with accounting as one of his major fields, 
explained to me that he entered the economic 
research department of one of England’s largest 
companies because he felt he could not live on the 
£250 per annum he was offered as an articled clerk. 
His obvious success with this firm is some indication 
that, in England as in America, there should be 
concern over the good men lost to the profession. . 


DEVELOPMENTS IN RESEARCH 


In the area of accounting research, the most con- 
spicuous recent development has been the publi- 
cation of two companion volumes on price level 
adjustments by Professors Jones and Mason.* In the 
major work, Jones measures in specific terms the 
effects of inflation on the financial statements of four 
large public companies. This is done by using as the 
unit of account a given quantity of purchasing power 
as measured by an index, rather than the customary 
monetary unit. Instead of the accounts being stated 
in terms of dollars of varying purchasing power 
through time, they are restated in units of equal 
purchasing power which require differing numbers 
of dollars for their acquisition in different periods. 
All items on the successive balance sheets and profit 
and loss statements for the post-war years are re- 
stated in terms of this new unit of measurement. 
The analysis was carried on with the co-operation 
and the assistance of the management of the com- 
panies and the public accounting firms who audit 
their books. 

The study demonstrates two main points to me. 
First, that it is possible to restate the accounts of 
large firms to eliminate the effects of inflation and to 
do so without the sacrifice of objectivity. The index 
used is published regularly by the United States. 
Department of Commerce. It was applied to state- 
ment figures which had been tested by custo 
auditing procedures. Aside from the fact that a 
different unit of account was used, the statements 
1 Journal of Accountancy, Vol. 102, No. 1. EI 1956, page a5. 
2 Ralph C. Jones, Price Level Changes and Financial State- 
ments (Columbus, 1956), and Perry Mason, Price Level 
Adjustments (Columbus, 1956). : 
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might have been the official published statements 
of the companies involved. — 

The second major point to me was the difference 
between firms in the effect produced by-this method. 
That the profits and rate of return of àll firms were 
overstated' was not surprising. What was revealing 
was the fact that the degree of overstatement varied 
80. For example, in the year 1951, the rate of return 
on all assets under the traditional method bore the 
following relationship to the similar rate of return 
Hager the adjusted method for the four companies: 


SE I  2ItoI 
» 2 stor 
» 3 Itoi 
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'These ratios are, of course, expressions of tbe extent 
of overstatement of profitability. They emphasize 
that it is not sufficient to say that inflation overstates 
profits, because it overstates them by substantially 
different proportions for different firms. 


DEVELOPMENTS IN PRACTICE 


Most of the items I propose to discuss under the 
heading of recent developments in practice and 
reporting relate in one way or another to the topic 
that, like the poor, is always with us - taxes. I’m not 
sure the linkage is entirely inappropriate. 


Right to Engage in Tax Practice 


A major recent concern of American accountants has 
stemmed from efforts to limit their role in tax practice. 
Ever since the adoption of the income tax law in 
1913, the business community in America, as here, 
has relied on the accounting profession for assistance 
in income tax matters. Such reliance is not sur- 
prising, for income tax returns are primarily income 
statements and periodic income determination is one 
of the prime tasks of accountants. In their professional 
capacity, and utilizing their expertness in income 
determination, accountants prepared tax returns, 
advised clients on tax questions, and represented tax- 
payers in dealings with the Internal Revenue. For 
this latter purpose, accountants and others are 
registered as enrolled agents of the Treasury Depart- 
ment. Accountants recognized that this was a special 
form of income determination, though a form in 
which certain measurements were controlled by 
specific legal enactments. In those cases where 
accountants felt that the enactments created sub- 
stantial legal uncertainties in tax matters, they would 
usually recommend to their clients that they call in 
a lawyer for advice. In many communities, however, 
it was difficult to find lawyers with sufficient com- 
petence in this field. 

As the years went by, income tax statutes and c case 
law became more complex and voluminous. Some 
Jawyers and bar association groups became concerned 
about the accountant's role in dealing with these 
statutes and rulings in his tax practice. Many were 
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genuinely concerned with the public obligations and 
responsibilities of the legal profession, others were 
probably more impressed by the financial rewards 
accountants derived from tax work. Whatever thé 
motivation, a few cases arose where it was contended 
that accountants in tax work were engaged in the 
unauthorized practice of law. 

In order to seek a settlement by friendly negotiation 
the National Conference of Lawyers and Certified 
Public Accountants was established in 1944. Some 
indication of the general attitude of the two pro- 
fessions is afforded by the fact that the co-chairmen 
of the Commission were the chairman of the Institute’s 
Committee on Co-operation with the Bar and the 
chairman of the Bar Association’s Committee on the 
Unauthorized Practice of Law. 

After seven years of negotiations a ‘Statement: of 
principles’ emerged which stressed the importance 
of voluntary co-operation between the two pro- 
fessions. During the negotiations, judges in New 
York and Minnesota had ruled that accountants in 
certain tax work were engaged in unauthorized 
practice of law, but it was hoped that the new 
statement would limit such difficulties. 

Accountants were shocked in the summer of 1954 
by the decision in a California case in which the 
Committee on Unauthorized Practice of Law of the 
California State Bar had intervened. C 


‘In effect, the California court said that the 
C.P.A. in question was prevented by the law of' 
California regarding “unauthorized practice of law" 
from doing what the [Federal] Treasury Department 
authorized him to do in its regulations defining the 
scope of practice of enrolled agents.'! 

The Institute determined to seek a clarification of the 
accountant's position, and in January 1956 the 
Secretary of the Treasury issued an interpretation of 
the regulations governing tax practice. While the 
interpretation is not entirely free from ambiguities, 
it indicates that the Treasury Department desires 
accountants to continue to render the same services 
to the public that they have been furnishing since thé* 
earliest days of income taxation. — - 

Despite this interpretation, a California Appellate 
Court 1n a September 1956 decision held to the earlier 
ruling. The key sentence holds that 

‘to accept the plaintiff's argument would simply 
mean that the individual states are in effect deprived 
of their traditional and long-recognized right to 
regulate the practice of law within their borders at 
least in so far as such practice involves matters of 
so-called ''tax law" '. 

The Institute has decided that this decision is one 
of limited applicability and plans no further appeal 
Instead, there seems to be a move toward renewed 
co-operation and friendly negotiation with the Bar, 
as witnessed by a joint reaffirmation in January of 
this year of the 1951 ‘Statement of principles’. 

The controversy has stirred up strong feelings and 


t John W. Queenan, ‘Lawyers and C.P.As’, Journal of 
Accountancy, Vol. 10a, No. 5. November 1956, page 47. 
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- harsh language. Nothing quite as harsh as the state- 
ment three-quarters of a century ago of a judge of 
this illustrious city who spoke of another matter 
bein 
‘taken out of the hands of solicitors — a respectable 
body, subject to’ the control of the Court- and 
turned over to an ignorant set of men called account- 
ants’,? 
but still language that is likely to leave scars. The 
many years of satisfactory service to the public 
probably make the accountant’s place in tax practice 
a secure one, but I would be surprised if we have 
seen the last of legal skirmishing over certain aspects 
_of that tax practice. 


Deferred Income Tax Liabilities 


Tax considerations underlie a problem in accounting 
practice that is receiving wide attention at the moment. 
The 1954 revision of the American tax code 
allowed an effective departure from the straight-line 


depreciation method in income tax returns for the , 


first time. The declining-balance method and a 

nonsensical system known as sum-of-the-years digits 

were specifically recognized. Some firms adopted one 

or the other of these forms of accelerated depreciation 

for tax purposes, but continued to use straight-line 

depreciation for financial accounting and reporting 
urposes. 

The differences between reported and taxable busi- 
Lues income that emerged are merely the most con- 
 spicuous example of a large number of differences that 

arise from the recognition of revenues or expenses in 

one period for tax purposes, and in an earlier (or later) 
period for business purposes. ‘The income tax accrued 
in a period thus differs from the amount obtained by 
apply current tax rates to the reported income. 

Gre has some of the characteristics of a 
deed tax liability, or occasionally of a prepayment. 

The problem is what accounting recognition should 

be given to this amount. . 

The Committee on Accounting Procedure of the 


“ 


“American Institute of Accountants wrestled with this: 


problem and eoncluded, in EE Research 
Bulletin No. 44, that 
‘deferred income taxes need not bé recognized in 
the accounts unless it is reasonably certain that 
reduction in taxes during the earlier years of use of 
the declining-balance method for tax purposes is 
merely a deferment of income taxes until a relatively 
few years'. 
This decision was not without dissents, one of which 
says that : 

‘well-established accounting principles require d 
, -. deferred income taxes be recognized . . . in order to 

avoid a misstatement of reported net income. 

A committee of the American Accounting Associ- 
"ation (a group made up largely of university teachers 
! of accounting) is preparing a revision of that group's 
E .R. V. James Winge, Western Circuit, Crown Court, 

August Iath, 1875. Cited in The Times, August 16th, 1875, 


page rx. Professor Solomons called SS statement to LY 
attention. . '' 
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Accounting concepts and Standards underlying Cor- 
porate Financial Statements. As a, member. of the 
committee, I do not believe I am disclosing any 
confidences to say that our group is also divided on 
the appropriate stand on this question. In deciding 
whether or not to set up a liability assuming the 
amounts involved are material, the accountant must 
prognosticate the prospects of continued profitable 
operations by the firm and the likelihood of repeal or 
substantial alteration in income tax rates. Such 
predications are admittedly open to question, but I 
wonder if they are any less precise than the working- 
life estimates on which our depreciation calculations 
are based. 
LIFO Stock Valuation 


Another conspicuous tax-related development in 
American accounting has been the substantial growth . 
in the use of the LIFO cost flow assumption for stock 
valuation by large American firms. The growth cari 
be charted by reference to the accounting policies 
of the 600 American corporations which form the 
sample used by the American Institute in its annual 
publication Accounting Trends and Techniques. These 
volumes cover the nine years from 1946 SE 
1954.* 

In the first of those years, seventy-nine firms-men- 
tioned the use of LIFO; by 1954 this had grown to 194. 
In that short period. LIFO had jumped from being 
the least used of the three major methods (used by 
less than 8o per cent as many companies as used 
FIFO) to being the most widely used of the methods 
(over 130 per cent of FIFO usage)? ^: - 

How much of the switch to LIro was motivated by 
tax considerations cannot. be stated with ‘precision. 
Use of LIFO for tax purposes carries with it a proviso, 
comparatively rare in American tax regulations, that 
the same method must be used for financial reporting 
purposes. The significance of this as an explanation 
= the use. of LIFO for financial accounting purposes 

is brought out by the following note from- thé 
published financial report of the. ‘Crucible. ates 


Co of-America for 1952: 


‘As a result of the change [to LIFO] in oes 
inventories on, December 31st, 1952, were reduced 
by $4,268,000, provisions for taxes on income were 
reduced by $3,500,000, and net income for the year 
[after taxes] was reduced by $768,000.. 
It is easy to see why the leading study of this subject 
concluded that 

‘the opportunity for tax savings has been the decisive 

cohsideration in most decisions to FERE LIFO- since 

1939.‘ id 25 
T ——MM—— EE 
2? The tenth volume has been published in the United States 
recently, but was not available to mè at the ‘time these 
comments were prepared; 'There is no reason to: believe it 


will show a reversal-of the trends indicated in this section 
or in the following one on reporting. 


3 Accounting Trends. and Techniques, 1951 édition and 1955 


edition (New York). The sample was altered. somewhat 
during the period, therefore the relative figures vis-d-vis FIFO 
are probably more si cant than the absolute numbers. 
t J. Keith. Butters, Effects. of. Taxation — c TUUM. Sa 
counting and Policies (Boston, 1949) page 70.. 
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Reporting Practices 

Certain aspects.of American reporting practices have- 
seen evolutionary changes in recent years that have 
increased the differences between British and 
American reports. The data that I shall mention, 
detailing the changes, are all taken from the American 
Institute’s analysis of the reports of 600 corporations. 

. In the report of operations, there has been a sharp 
trend away from the use of the title ‘Profit and loss 
statement’, It has declined from a use by 243 com- 

anies in 1946 to.only seventy-four in 1954. In that 

Her year, the title 'Income statement’ was used by 
344 companies and ‘Earnings statement’ by 131. 
Without exception, all companies presented the 
income statement in a single-column report form, as 
opposed to the customary British account form. 
Over.go per cent of the companies felt that they 
could reveal the. data on sales and cost of goods sold 
without giving away any valuable secrets to their 
competitors. 
' There is even some tendency to relinquish the 
traditional title of ‘Balance sheet’. During the decade 
studied, over 100 of the 600 companies substituted 
the title ‘Statement of financial position’ or ‘State- 
ment of financial condition’ for the time-hallowed 
‘Balance sheet’ designation. Less pronounced, but 


* 


The Institute's Annual Meeting 


The seventy-sixth annual meeting of The Institute of 
Chartered Accountants in England and Wales was 

held last Wednesday, as this issue was going to Press. 

We hope to publish the President's address, together 

with a report of the proceedings at the meeting, in. 
our next issue. The annual report of the Council and 

. the accounts for the year 1956 were published in our 

issue of April 2oth. 

Following the Institute's meeting, the seventy-first 
annual general meeting of The Chartered Account- 
ants’ Benevolent Association was held, and we hope 
also to publish a report of the proceedings of this 
meeting in next week's issue. 


Scottish Chartered Accountants 
Approve Integration 


'The Institute of Chartered Accountants of Scotland 
has adopted by 1,822 votes to 323, on a poll vote 
demanded at the special general meeting of members 
held on March 27th,! a resolution to approve the 
‘Scottish scheme of integration between the Institute 
and The Society of Incorporated Accountants. The 
scheme provides for certain members of The Society 
of Incorporated Accountants to join the Scottish 
Institute, but cannot become effective. unless and 
-until it is also approved by the Society. 

'The Scottish Institute has also passed, by 1,883 


1 See The Accountant, dated April 6th, 1957. - 
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still discernible, is a tendency to abandon the 
customary balancing form for one that emphasizes 
the working capital and stockholders’ equity figures 


-by using the form current assets less current liabilities ` 


equal working capital; that figure plus other assets 
minus long-term indebtedness equals stockholders’ 
equity; stockholders’ equity is made up of amounts 
contributed for shares plus earnings retained in the 
business since its formation. 

The changes in reporting practices of all companies 
may not be as great as indicated by study of this 
sample of 600 corporations, for it is likely that these 
large companies are more concerned with the 
readability of their reports than are small, closely 
held companies. However, these changes tend to 
trickle down from the top and it is my prediction that 
these new reporting forms will continue to grow in use, 

These recent developments in training, in research, 
and in practice and reporting are evidence of the 
dynamic character of accounting in America. If 


. accounting is to continue to hold its high place of 


respect and trust in today's changing world, it must 
be prepared to evolve and grow. No aspect of account- 
ing training, accounting research, or accounting 
practice should escape a logical reappraisal as part of 
that process, 


M 


votes to 227, a second resolution to adopt a new rule 
of the Institute to give effect to the Scottish scheme of 
integration. This resolution requires the approval of 
the Privy Council, On another poll vote, a resolution 
to adopt a new set of rules for the Institute was 
passed by 2,108 votes to 31. 


Award for Building Societies’ Accounts 


The first award of the ‘Sir Harold Bellman’ Challenge 
Cup for the best-produced published accounts of a, 
member society of the Building Societies Association 
has been made to the Bristol and West of England 
Building Society, with a special commendation for 
the accounts of the Northern Counties Permanent 
Building Society. 

In the competition for the first award, which was 
announced in our issue of April 2oth, 1957, fifty- 
three societies submitted their accounts which 


been published during the year ended December 31st, 


1956, and these were assessed by an adjudicating 
panel consisting of The Duke of Devonshire, Presi- 
dent of The Building Societies Association (Chair- 
man); Mr R. G. Connell, a member of the Council ` 
of The British Federation of Master Printers; Mr 
Gordon Newton, Editor of The Financtal Times, 
Mr H. W. Norris, a member of the Council of The 
Institute of Bankers; and Mr C. U. Peat, M.c., M.A., 
F.C.A., a member of the Council of The Institute of 
Chartered Accountants in England and Wales. 

The Cup, which was presented by Sir Harold 





| Bellman on the occasion of his retirement from the 
. Council of the Building Societies Association after 

~ thirty-three years’ service on that body, will be pre- 
sented on Friday, May 17th, at the Association's 
annual conference in Eastbourne. 


Estate Duty in Cyprus 

The Cyprus Federation of 'Trade and Industry has 

presented to the Governor, Sir John Harding, an 

| nteresting memorandum .on the Cyprus estate duty, 
a duty introduced in the island in 1 us The memo- 
randum is the work of Mr Charles W. Thacker, F.1.T., 

who also prepared the Federation's memorandum on 


__Cyprus income tax which was presented to the island’s 


then Governor in November 19541. 

Although, as might be expected, the estate duty is 
modelled on the English pattern, it departs from that 
pattern in certain rather striking respects. A source of 
grievance in Cyprus is that there is no exemption from 
aggregation in the case of property passing in which 


the deceased never had an interest. As a result, the 


real incidence of the duty is much heavier than would 
appear on the surface. On the other hand, in certain 
ranges the rates are fixed on the British surtax 
pattern, thus doing away with the need for marginal 
relief which is necessary where there is one single 
rate for a whole estate within a certain aize. 

," Elaborate tables and graphs show that although the 
total yield of the duty is comparatively small, since 
Cyprus is not a place where many large fortunes are 
owned, nevertheless, the incidence of the duty in 
individual cases is remarkably heavy, particularly 
when compared with the incidence of estate duty in 
those other British colonies where it is imposed. The 
memorandum concludes with some suggestions for 
reforms which seem to be eminently reasonable. 


Capital Spending in 1956 

Final official estimates of s capital expenditure by 
manufacturing industry last year convey rather a 
i different impression than that given by the pre- 
i figures. The increased capital outlay in the 
last quarter of the year is now put at 17 per Ge 

higher than in the same period of 1955. The 
visional figure was only 6 per cent. Thus, the slow- 
down in the rate of expansion of capital expenditure 
was less severe towards the close of 1956 than had 
been thought and this may account for some of the 
difference in attitude between the Chancellor of the 
Exchequer in his Budget on the trend of capital out- 
lay in 1957, compared with that of some of the critics. 
1956 as a whole, capital expenditure by 
manufacturing industry increased by 20 per cent 
1 compared with 27 per cent in 1953. The biggest slow- 
down, comparing the one year with the other, was in 
the third quarter and there now, seems to be some 
evidence that the deceleration was less marked as the 
year.came to a close. Spending on building work 


showed the greatest increase at 28 per cent over the . 


year, although it.only compared with as much as a 
VUSee The Accountant, dated December 25th, 1954, p. 707. 
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48 per cent increase in 1955. Spending on plant and 
machinery went up by 18 per cent in 1956, compared 
with 20 per cent the year before. 


Income Tax and the Australian Constitution 


Until 1942, the Australian States imposed their own 
income tax and derived most of their revenue from it, 
The Commonwealth then imposed such a high rate 
of Federal income tax that the States had to dis- 
continue theirs. At the same time provision was made 
for an annual reimbursement to the States as com- 
pensation, provided they imposed no income tax. 
When this wartime legislation was due to expire, in 
1946, the clauses providing for the expiry were ` 
repealed. The Governments of Victoria and New 
South Wales have now brought proceedings to test 
the constitutional validity of the 1942 legislation, 
claiming that this legislation destroyed their consti- 


"tutional power to impose income tax. They also 


claim that they have not been reimbursed in propor- 
tion either to population or to the amounts of income 
tax collected in individual States, and that their 
sovereignty, to which the power of the purse is 
essential, has been destroyed. 


Workers on the Board 

À recent talk given before the *winter proceedings of 
the British Institute of Management Reading Room’ 
in London referred to the experience which the 
speaker's company had had with a workers' repre- 
sentative on the board of directors. Some time ago 
thé chairman of the company had given an under- 
taking that when employee shareholdings reached 
25 per cent of the company's issued capital, an 


-employee director chosen by ballot of his fellow 


workers would serve on the board. Such an appoint- 
ment was made and the new director was appointed 
for a period of three years. He may stand for re- 
election but can only serve continuously for six years. 
This director attends all board meetings and receives 
a small fee for his attendance. His main function is 
to suggest improvements of production, organization 


and welfare of the workers. Employee shareholders 


have an annual meeting and the balance sheet for the 
previous financial year is explained to them. The 
director elected by them acts as a liaison officer 
between management and employees. 

Àn appointment of this kind must depend for its 
Success very much on the personality concerned. The 
idea of a worker on the board to represent his col- 
leagues has many advantages from the point of view 
of keeping the employees informed about top decis- 
ions. On the other hand, it can often cut across the 
traditional ‘functions in management and labour 


relations. A director of this kind must be careful not 


to usurp the position of the trade union and he must 
learn to ‘steer an intricate middle course between 
acting aa a mouthpiece for a sectional interest on the 
one hand and appearing to become, on the other, the 


 accomplice of his fellow directors on the board 
against the interests of those whom.he represents. 


Slc  — À———á i pt, 
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Reviews 


Farm Accounting and Management 
by Forp STURROCK, M.A., B.8C. 

(Sir Isaac Pitman & Sons Ltd. 18s net) 
This book was first published in 1947. The author is 
head of the Farm Economics Branch, School of 
Agriculture at Cambridge University, whose publi- 
cations on various aspects of the economics and 
accountancy of agriculture have been reviewed 
from time to time in these columns. 

The present book is interesting for while it focuses 
attention on the farmer's problems, it has the differ- 
ence that it is a detailed explanation written primarily 
for the farmer and the agricultural student, whereas 
in the other works referred to, the emphasis is more 
on what can be done to assist the farmer by li 
up the work of the various branches of the Advisory 
Service and the practising accountant who handles 
the farmer's affairs, One is tempted to think that if 
the farmer were to carry out the detailed operations 
explained by the author, he would be spending too 
much time which could be more profitably employed 
in other directions. The expert would complete the 
work of preparing the trading account and balance 
sheet more satisfactorily than the farmer himself 
and would in any case be bound to sée that the records 
and the final accounts were accurate, even if the only 
use to which they were to be put was for the agree- 


ment of tax liability. But as Mr Sturrock explains, 


the problem goes much further than this and the 
primary purpose is to assist in management 'and 
the improvement of farm efficiency. — 

The book provides some admirable though simple 
examples of the use of accounts for this purpose. 
Here again, however, the expert adviser has his part 
to play. If there is one criticism it is on the final 
chapter devoted to income tax which does not appear 
to be completely revised up to the date of publication. 


The Dairy Herd Work Book 


(Farm Economics Branch, School of Agriculture, 

Cambridge, 35 6d post free) 
Milk production represents about one-quarter of the 
agricultural output in Britain. The majority of 
farmers are concerned with the economics of dairying, 
and this.section of the industry is subject to con- 
siderable financial control so that a simple system on 
which the farmers' results can be judged, weaknesses 
detected, and future planning improved is to be 
encouraged. 

This publication from Cambridge University, 
where the link between the farmer and the account- 
ant is well recognized, should prove of great assistance 
to the working dairy farmer. Any contribution which 
is likely to help him reduce his costs and to increase 
. efficiency should, under today's conditions of work- 
.ing, Droge attractive. From the accountant's point 
of view. there is no doubt that the use of such a 


book will promote better use generally of the records 
which he prepares in order to assist his clients, 


The Stock Exchange Official Year Book, 1957 
Volume I 
(Thomas Skinner & Co (Publishers) Ltd, London. 
Complete edition of two volumes, £8 net; by posi 
inland or abroad, £8 5s) 


Volume I of this well-known work extends to some 

1,950 pages embracing information on Government.. 
securities (British, dominion, colonial and foreign) 
and details of the securities of municipalities and 
other corporate bodies and the nationalized industries. 

Owing to the rapidly increasing size of Volume II, 
the "Mines' section has been transferred to Volume 1 
and the companies section now includes about 3,600 
notices of every category, except companies in the 
"Commercial and industrial’ section which will 
appear in Volume II to be published in September. 

The section on investment trusts contains a table 
showing, whenever available, the book value of each 
trust’s investments, their valuation and their dis- 
tribution both as to classes of security and geo- 
graphically. 

The year-book, which maintains the high standards 
of the many previous editions, concludes with fifty deg 
pages of general information on stock exchang 
commission, stamp duties, trustee securities and 
other items of interest. 


Pension Scheme Precedents 
by WILLIAM Dante, Barrister-at-Law. 
(Sweet & Maxwell Ltd, London. £4 4s net) 
This attractively produced volume meets a long-felt 
want. Even before the somewhat revolutionary 
legislation of 1956 when pension schemes offered so 
much less scope for income tax mitigation, the avail=~ 


able published precedents of pension schemes were 


inadequate. The Finance Act, 1956, made it impera- 
tive that a really comprehensive collection of pre- 
cedents should bc available; otherwise a draftsman 
was working in the dark and it was difficult to. know 
precisely what form the scheme had to take to be 
certain of approval by the Inland Revenue. Even with 
the present book, of course, certainty cannot be 
assured, for so much is left to the discretion of the 
Inland Revenue and their practice changes from 
time to time. 

The outstanding advantage of the precedents in the— 


present work is that they have in fact been used 


successfully. In addition to the precedents there. is a 
brief review of the law, supplemented by the notes 
to the precedents themselves. No two pension schemes 


are entirely alike, of course, and the precedents, there- 
. fore, should be taken as guides, any amendment being 


the work of a professional draftsman. : 
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Central Banking after Bagehot 

l by R. S. SAYERS 

(Oxford University Press, London. 18s ee 

K book comprises a number of papers and lec- 
tures, prepared by the Professor of Banking in the 
University of London, most of which concern the 

present-day problems of the banking system, and 

discuss the questions implicit in the revival of 

monetary policy since 1951. 


The papers are designed primarily for the student. 


of banking and the banker, and they are in no sense 
an elementary introduction to this hotly-debated 
subject. Nevertheless, the accountant with a fair 
—knowledge of financial economics should be able to 
derive quite a lot from a study of the book, for 
Professor Sayers writes simply, notwithstanding the 
complexity of the subject. All the same, the book is 
for the specialist rather than the general reader. 
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Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Proposed Integration Scheme 


SIR — I have read the report of the special meeting of 
the Institute in your issue of February 23rd, 1957, 
from which it appears that it is a principle of the 
Institute that articled service counting towards 
membership of the Institute must be performed in 
the United Kingdom. May I again beg the courtesy 
of your columns to inquire why this is regarded as 
UY inviolable principle, particularly when practice 
‘Outside the United Kingdom now qualifies an 
Associate of the Institute for elevation to the status of 
Fellow? 


Certain concessions have been granted to present: 
members of the Society but, except for the members’ 
concerned, any accountant who qualifies in the’ 


Dominions and who wishes to set up in practice in 
the United Kingdom will, in future, be dependent on 
. being recognized by the Board of Trade before 
being permitted to conduct the audit of a comp a 
other than an exempt private company, and he 


in addition, never be able to engage articled clerks. 


If he wishes to overcome these disadvantages he 


will be compelled to serve further articles in the 


United Kingdom and pass all the Institute’s examina- 
tions. 

The report of the Council of the Institute for 1953, 
reproduced in your issue. of May rst, 1954, 
it quite clear that it regards many accountants who 


have qualified in the Dominions as being ‘properly 
qualified’. It is, therefore, difficult to understand the 

Institute's attitude, It does, however, seem obvious 
that the Institute must consider that it would be 
proper to review some of the concessions which are 
at present granted to its members who set up in 
practice in the Dominions. 

I do not know what happens in other Dominions 
but, in South Africa, any member of the Institute 
who wishes to enter public practice is permitted to 
do so, provided he passes an examination in Union 
law and taxation. He is, thereafter, entitled to under-. 
take any audit whatsoever, to join one of the South 
African Chartered Societies, and to train articled 
clerks who, on qualification, are entitled to become 
members of these societies. 

. It would be interesting to know whether the 
Institute considers that we in South Africa should 
insist that members of the Institute who settle in this < 
country and who seek to go into public practice, 
should serve a further full period of articles in South 
Africa and pass all the South African examinations 


before they are allowed to practice, or whether, in its 
“opinion, it would be sufficient if we required them 


to do so only as a necessary prerequisite to being 


alowed to SC articled clerks. 
Yours faithfully, . 
Joker: B. J. S. WIMBLE. 
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Sir, — Lf you can spare me the space, I should like to 
reply briefly to the letter from Mr Nightingirl which 
you published on April 27th. 

The difficulty with which I am faced is the simple 


fact that the protagonists of the scheme, i.e. the 


Council of the Society, have every means at their 
disposal for recommending the proposed integration 
scheme to the members, but the adversely affected 
minority are widely scattered with no organization 
of their own. It was essential, therefore, to write to 
individual members (and, to save my postage costs, 
to the branches overseas) so that all are aware that 
steps are being taken to protect their interests. 

In addition, I regard the correspondence columns 
of The Accountant as the forum where members can 
discuss such matters and I sought, therefore, this 
further method of obtaining contact with fellow 
members. This gives each of us the opportunity to 
read other opinions on our present problem. 

While I am glad to know of Mr Nightingirl’s 
sympathy for the overseas members, the injustice to 
public service members is equally heinous as it is 
proposed in the scheme to deprive them of their 
egy equality of membership within the Society. 

tated shortly, my object is to show that: 


(a) We are proud of our Society. 
(b) All members stand together. 


(c) The Council are instructed to reopen negotia- 
tions ‘to provide equal rights for all existing 
members of the Society and candidates in 
course of qualification’. 


Yours faithfully, 
B: V. PIGGOTT, 
Ipswich. ABA A, A.L.M.T.A., A.C.W.A., ACIS. 


Training for the Profession 


SIR, — I should like to endorse Mr Wood’s comments 
in his letter published in your April 27th issue, and 
comply with his request for some ideas to attract 
more graduates into the profession. 

As Mr Wood states, the profession will never be 
able to offer salaries that can compete with 
those which industry offers, yet. I disagree with his 
suggestion that either the Government or the 
Institute should give grants to make up the difference. 
It is not the responsibility of the Institute to sub- 
sidize salaries of graduate articled clerks, nor is it 
likely to be able to raise the money. The Government 
cannot be expected to give assistance as it is an 
sional and not a national problem. We can only hope 
that when integration is finally accomplished, firms of 
professional accountants will make some increase in 
the salaries of articled clerks. 

‘If the graduate is going to be persuaded to sacrifice 
the better starting salary that industry offers, there 
must be a good information service to advertise the 
advantages to be gained from the training provided 
in a professional accountant's office. 

A large number of Arts undergraduates arrive at 
their last térm with only vague ideas as to their future 
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plans and most consult the university appointments 
board. 'T'his board provides a brief outline of the work 
of a chartered accountant if requested, but I think the 


majority of undergraduates do not consider entering’ 


the profession as either they do not know the oppor- 
tunities offered by the accountancy profession, or if 
they do, they are not prepared to make the financial 
sacrifices entailed during the period of training. T'he 
example of the Institute of Personnel Management 
might well be followed by appointing a qualified man 
in each university city to promote an interest in the 
accountancy profession and to advise any who may 
consider making it their career. 'T'his person could be 
responsible for circulating informative booklets 
around the common rooms which would be read by 
those who had not already decided on their future. 
It might also be helpful for an experienced chartered 
accountant to give talks about the profession in the 


. universities — a method used by some companies to 
advertise to undergraduates their activities and the - 


opportunities open to them. 

If the salaries are increased after integration and a 
better information service provided, the Institute 
should stand a better chance of dai more 
graduates into the i quy - 

Yours faithfully, 
Hoylake, Cheshire. J: D. SAUNDERS, B.A. 


Replacement Cost 


Sir, - I was delighted to read Mr Truman’s letter in 
your issue of April 20th which attacks so effectively 


. © the complacency with which Mr Clayton would like 


to see the problem of replacement costs interred. 

The egregiously fallacious idiosyncrasy under 
which Mr Clayton labours must not be allowed to 
cloud the issue that 'current industrial unrest is 
fomented in part by the form in which company 
accounts are prepared’, nor to discourage efforts 
being made to solve the problem. 

Yours faithfully, 
PAUL D. IRONS, B.COM., A.C.A. 
East Cowes, Isle of Wight. 


Changes in Ownership: Computation of Profits 


SIR, — There appears to be considerable dissatis- 
faction in the profession concerning the inadequate 
time limit of one year imposed by $ 

the Finance Act, 1953. 

I bave a specific case in my office where the same 
will cause a taxpayer considerable hardship, and I 
have written to the Member of Parliament for this 
division him to press for the introduction in 


ection 19 Gi of | 


E 


the Finance Bill of a clause which will extend the time— « 


limit in this section and in Section 129 of the Income 
Tax Act, 1952, to six years. 

May I e the hospitality of your columns to appeal 
to each and every practising accountant to write 
forthwith to his own M.P. in support? 

Yours rper 


Maidstone. D. HALL. 
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Finance and Commerce 
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With higher industrial dividends and profits proving 
the exception rather than the rule during the current 
big company dividend season, the stock-markets have 
lost part of their buoyancy. Industrial equity values 
have tended to ease back although pressure to sell has 
been limited 


Unilever 


This week's reprint gives the greater part of the 
accounts and accompanying material of Unilever. 
We have omitted the separate balance sheets of 
Unilever Limited and of Unilever N.V., the ‘Limited’ 
figures having their place in the consolidated balance 
sheet which also contains the sterling equivalents of 
the Dutch currency figures in the 'N.V.' balance 
eet. 

For those who may be newcomers to Unilever 
affairs, a short description of the set-up is called for. 
There is the English company, Unilever Ltd and the 
Dutch company, Unilever N.V. which, for the sake 
of brevity, may be described as working in a form of 
partnership. They are linked by a series of agreements 
of which the principal is the equalization agreement 
_which, among other things, equalizes, in effect, the 
“tights of the ordinary capitals of the two companies 

has to dividends, and, on liquidation as to capital 
value on the basis of £1 nominal of Limited's 
ordinary capital being equivalent to bio of N.V.’s 
ordinary capital. 

N.V. presents in Dutch, with figures in florins, the 
same report and accounts as Limited. And English 
'and French translations of the Dutch version, with 
figures remaining in florins, are published for the 
information of stockholders in other parts of the 
world. 

For the purpose of the accounts presented by 
Limited, al N.V. figures have been calculated at 

“Ftre-64 to the £, the official parity, to avoid small 
differénces in exchange arising from conversion at 
precise end-year rates. 


Outstanding Example 
Without drawing invidious distinctions, it is fair to 
say that Unilever provides in this country one of 


the outstanding examples of company reporting. 


There are thirty-one pages of facts and figures to 
bring the reader as close as is humanly possible to 
this gigantic twin-group which reckons turnover in 
-thousands of millions and capital employed in 
hundreds of millions. 
Vast though the figures are in terms of normal 
company accounting, they are produced with sur- 


prising promptness. Following the practice introduced. 


last year, the results for 1956 were announced at the 
end of February 1957 instead of awaiting the com- 
pletion and audit of the final accounts, and barely a 


mionth later the full printed report and accounts 
were in shareholders hands. Now the decision has 
been taken to issue an interim announcement of 
turnover and profits for the first half of each year. 

"This really 1s a momentous decision. 'T'he directors 
acknowledge that there has for some time been a 
growing demand both in the United Kingdom and 
the Netherlands for companies to announce their 
results more often than once a year. But, knowing 
from experience that six-monthly figures, considered 
in isolation, can be particularly misleading for a busi- 
ness such as Unilever, the directors have been 
reluctant to adopt the idea. 


Half-year Figures 


They point out that prices of Unilever's main raw 
materials, oils and fats, are subject to marked fluctua- 
tions with consequential effect upon profits. Over a. 
twelve-months period, these fluctuations are to a 
great extent ironed out so that the effect upon profits 
is not so important. Even so, they add, there have 
been times- 1951 and 1952- when it has been 
necessary to make adjustments by transfers to and 
from stock reserve. 

In the half-yearly figures, the effect of price 
fluctuations is likely to be more marked and in the - 
announcement of the first-half results, the amount of 
the appropriate stock reserve adjustment will be ` 
given by way of note. The comparative figures for 
the two preceding six-months periods will also be 
stated. 

As a preliminary to putting this new service into 
operation, the company provides with these accounts. 
the background of the figures for each half-year back 
to 1951. We have included them in the reprint from 
which it will be seen that it was not found necessary 
to use the stock reserve for the last four years. 

The full accounts also include a ten-year summary 
giving turnover, trading profit, year's tax, exceptional 
items, consolidated net profit, dividends (preferential, 
ordinary and deferred), profit retained, and the profit. 
in relation to ordinary shareholders’ funds, showing 
as a percentage, ‘distributed’ and ‘retained’. A second 
portion of the summary shows the make-up of the 
total capital employed. 

We have included the notes on the balance sheet. 
in their entirety and, in particular, would draw 
readers’ attention to Note Number VI on taxation. 


Money Market 


The market’s bid for Treasury bills on April 26th was 
held at {99 os 4d per cent, but strong outside Ge , 
petition forced the average rate down to £3 18s 4: 43d 
per cent. Total applications were £359ł million 
the £200 million of bills offered and allotted. 'T'his 
week the offer is again £200 million. | 
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STATEMENT A CONSOLIDATED PROFIT 
Figures in Italics UNILEVER LIMITED AND UNILEVER 
represent deductions 
1955 
N.Y. LIMITED |COMBINED 
After ne 
Depreciation EAR Ken EEN wate 
Emoluments of Directors as managers.........00. " 
Pensions to former Director... Nu 
ZE 85,455,000 I TRADING PROFIT was....... tomes — bes 
308000 gre 1,367,000 IL Income from trade investments..... PET eT er ere 
784,000 1,774,000 Ill Interest on loan capital. ee 


44,158,000 40,890,000 85,048,000 IV PROFIT BEFORE TAXATION......... err 
22,678,000 21,227,000 43,905,000 V Taxation on profit for the year........... eene 


19,663,000 41,143,000 VI PROFIT FOR THE YEAR AFTER TAXATION 
VII Sio ois items 


3,008,000 4,774,000 axation adjustments—previous years........ 
1,131,000 1,325,000 Sid pA CH 
VIIE Amounts attributable to outside shareholders’ in- 

887,000 2,1 24,000 terests In sutaldlwriez. 0.0... cece cece cee eeae 


IX CONSOLIDATED NET PROFIT.............. 


X Preferential Dividends of Parent Companies. 
Less: United Kingdom Income tax............ 


Xl PROFIT ACCRUING TO ORDINARY AND 
DEFERRED CAPITAL .........-...... eren 

XII Ordinary and Deferred Dividends of Parent 
Companies 


5,018,000 4,212,000 Ordinary (LIMITED 17495; N.Y. SER)... 
— 6,000 6 Desferred gn tds een RE Ee 
eh [,723,000 Less; United Kingdom income tax.......... 


5,018,000 2,425,000 


16,089,000 | 17,990,000 Xil] PROFIT RETAINED IN THE BUSINESS...... | 35,279,000 | 20,009,000 |. 15,270,000 





ki 
M 


STATEMENT B CONSOLIDATED 
Figures in italics UNILEVER LIMITED AND UNILEVER 
represent deductions 


3ist December, 1955 3ist December, 1956 
| NX | UMITED | COMBINED COMBINED| LIMITED 


CAPITAL EMPLOYED 









£ £ 
E 000 76 ei ,000 1 Preferential Capital—Parent Companies 20,289 900 
S H pru Shareholders’ Punds- Parent ` ' 
Companies 
35,615,000 62,361,000 Ordinary Capital ... cde i ee uw were eens 62,361,000 ,000 35,615,000 
Profits retained ín the businezs and other 
66,124,000 186,620,000 FOROUVER heec coL DEA A UR PARE RUNE 224,178,000 255,000 80,913,000 
101,739,000 285,539,900 170,911,009 000 : 


Hl Outside Shareholders’ Interests in Sub- 
8,691,000 EE 24.546,000 15,230,000 
21,741,000 983 724,000 IV Loan Capital... esee 45,437,000 24,257,000 
14,076,000 V LIMITED/N.Y, Inter-Group items ...... t5 "A00: 000 
9,962,000 600 YI Future Taxation ................ eese 37,514, 000 


EMPLOYMENT OP CAPITAL 


VII Land, Buildings, deele Ships, Plant 
and Equipment E EE 

VIH Interests not consolidated EE 
IX Trade investments. ................ e 


SOCKS”. Sou e nhsev oss oa DEAS Ld ir E Se 242,941,000 138,312,000 
Debtors äusserst a éi deeg 114,519,000 990,000 
Investments 0.0... 0. ccc esa aset 31,985,000 21,890,000 


Cash and bank baiancen., 42,610,000 17,766,000 





161,236,000 243,881,000 405,117,000 


Xl Current Liabilities 






97,036,000 







CreditórR EEN 

Short-term borrowings. .......ssss0> i95 26,918,000 
Taxation `... eee EEN Sech 44,805,000 
Dividetida.... o ose asa e c aRiRerceela 7,761,000 





3,339,000 
E 
NET CURRENT ASSETS | 255,535,000 90,246,000 | 


470,619,000 im 193,775,000 
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,ND LOSS ACCOUNTS ; STATEMENT A 
LV. AND THEIR SUBSIDIARIES : Figures in italics 
NOTES 


[ Trading profit includes income from Investments, LIMITED £881,000 (£432,000), N.V. £322,000 (£226,000). 


V in LIMITED, taxation comprises United Kingdom income and profits [rn eet 000 (including profits tax on dividends of LIMITED, 
£2,207,000) less foreign tax relief of £5,852,000 and foreign taxes of £7,106 


— a aane o — —À—— a 


VII Taxation adjustments arisa mainly from release of provisions no longer required, Exceptional items, Othar, are shown after deduction 
of taxation and include profics less losses on disposal of fixed assets and other items not applicable to current trading. 


Xll The Equalization Agreement provides that the relationship between the ordinary capitals of LIMITED and N.V. for dividend purposes 


and on liquidation, shall be based on a rate of £1» FI.I2. Š : 

KIL Profit retained In che business is represented by additions to the balances in: 
: 1955 1956 
N.V. LIMITED COMBINED COMBINED LIMITED N.V. : 
£ £ £ ^ £ £ £ : 


1,960,000 5,422,000 7,392,000 Parent Companleg,,...esessessesses 08,267,000 6,414,000 1,853,000 | 
14,129,000 12,568,000 26,697,000 Subsidiaries AAA un 27,012,000 13,595,000 13,417,000 > ` : 


16,089,000. [7,990,000 34,079,000 35,279,000 20,009,000 [5,270,000 


GENERAL 


The net profits of the Parent Companies, LIMITED £11,609,000, NN. FI.90,564,000 (£8,512,000), Include revenue from subsidiaries to the 
extent to which profits of direct subsidiaries have been declared as dividends. A number of direct subsidiaries are themselves holding 
companies. The results of some of these companies Incorporate those of their subsidiaries as if they had distributed all thelr profits co 
their holding companies. Dividends declared by direct subsidiaries may therefore be represented partly by dividends, including bonus 
shares, from thelr subsidiaries and partly by profits retained by those per ean 


i 
* . : i 
: t 


IALANCE SHEETS | | STATEMENT B 

4.V. AND THEIR SUBSIDIARIES i ' Figures in Hallci 
: : represent deductions 
NOTES EE Se 


I! The Equalization Agreement provides that the Sa auda between the ordinary capitals of LIMITED and N.V. for dividend purposes and 
on liquidation, shall be based on a rate of £1:: H.12. 
Details of profits retained and other resarves are set out In statement C. 
The reserves of N.Y. are subject to any losses chat may arise on interests not consolidated, £5,894,000 referred to under vi below. 


: JV Loan capital is secured to the extent of LIMITED £23,457,000, N.Y. £3,800,000 


V This is the net balance Ee accounts and Incorporates loans of £1 1,500,000 by the LIMITED Grate to the N.Y. Group which are secured 
“on shares of subsidiaries of N.Y. i 
— ' 

VI In order to present a clearer view of the Group's eo s taxation liabilities have been restated. Future taxation as now shown for both 

LIMITED and N.V. includes, In addition to United K om income tax on the profits of 1956, taxes which would only become payable if 

rofits recained by subsidlaries were distributed to e Idin 2E companies, and certain overseas taxes which are not In the nature of current 
iabilities. For comparison, che figures at 3lat December, 1955, have been amended to the same basis. 


VII Details of movements In 1956 and the composition of the net values at 31st December, 1956, are given In statement D. E 
1 
VIL This comprises Interests In Czechoslovakia, Yugoslavia, Roumania, Poland, Hungary and China. | | 


1X In LIMITED, trade infesti enis are shown at the net book value at 31st December, 1947, with vididons at cost or valuation, ion £239,000 ` 
wricten off; the increase during the year arises mainly from the receipt of bonus shares, : 


X Investments comprise—quoted, LIMITED £18,841,000, N.V. £71,977 ,0900—market Kee LIMITED £18,603,000, N.Y. £8,757,000—and other 
items, mainly moneys on call and short notice, | 


— 


XI Skoret borrowings In N.V. are secured to the axtent of £3,383,000, In N,V., taxation Includes a provision for Geet 


GENERAL 


` Foreign currencies have been converted at the appropriate official parities or other current rates of exchange. It should be borne in mind, 
however, that there are restrictions on transfer of soma currencies, 

In order to conform to the seasonal nature of their operations, the financial year of some subsidiaries having Interests in Africa ends on 
Aler August. With the consent of the Board of Trade the accounts of these companies have been.consolidatad on the basis of estimated- 
accounts at Aler December. 

- There are contingent liabilities, upon which no loss is expected. 

The commitments for capital expenditure ac 31st December, 1956, were approximately—-LIMITED £14,200, 000, N V. £4,800, 000. 
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UNILEVER LIMITED AND UNILEVER 
STATEMENT C 


Figures in italics RESERVES 
represent deductions 


COMBINED 


Premiums on Capital Issued: 
At ist January, 1956.............. sees SA WA E eee EEN 
Arising on issue of preferential capital 
Costs of increase in capital............. EE mn 


At 3ist December, KA Temi TOP E 


Surplus on Statutory Revaluations of Fixed Assets etc.1 | 
Ar ist January, 1956 **7«2*99€9*9»9*&5 See eene eege ee Zeg egeeeg | 
Adjustments during the rer... eese —— Sege | 


At 31st December, 1956........ sese RUE E EE 1316,00 | e |] — | 1,316,000 


Profits Retained In the Business: 2 
At ist January, 1956. íi iier nu nno ee "coc 1 , 11,171,000 53,316,000 
Adi|ustment for bonus shares received from subsidiaries... ... 
Bonus shares received from trade investments, Aua 2,000,000 
Exchange and other adjustments arising on consolidation.... 495.000 : ~ 265,000 
Profit of 1956 retalned—see statement A... 35,279,000 13,595,000 ,853, 13,417,000 


At 3lst December, Ië8é. eese 222,757,000 | 65,176,000 | 78,089,000 | 13,024,000 


————Y 
TOTAL j|£224,178,000 £143,245,000 £80,913,000 
Profits retained In the business Include stock reserves.......... £9,800,000 . £2,030,000 





STATEMENT D 
LAND, BUILDINGS, PLANTATIONS, SHIPS, PLANT AND EQUIPMENT 


1955 1956 


N.V. LIMITED | | COMBINED 
COST OR VALUATION BY DIRECTORS 


: t , AT VARIOUS DATES SINCE 1945 


129,320,000 116,527,000 245,847,000 Ac lst January... cs cucnnes ———————— a 
14,716,000 15,812,000 30,528,000 Expenditure..... Ve Oi awake RR RW A Ro CR NUR tc QU 
GE | 1317,000 - 2,477.000 Procneds of sales. i.i eso oed es RR avare d RET 
`- 1,345,000 1,410.000 Adjustments on disposals and conversion differences 


(ener Lamera) an NEN 


“DEPRECIATION 


At Tit TO, EE 
Charged to rsvenum... cecus ee etant Mena 9.836,000 
;Aelusements on ds and convenios differences 3,143,000 


NET BALANCE SHEET: VALUES 
39,045,000 43,189,000 62,234,000 Land, bulldings and plantations... .ccccceeeees 90.605.000 48,839,000 41,766,000 
48,115,000 48,343,000 96,458,000 Ships, plant and equipment. ..... ccce eee eren 108,903.000 55,495,000 53,408,000 


87,160,000 91,532,000 178,492,000 : $99,508,000 104,334,000 95,174,000 
J 







129,677,000 

22,733,000 
1,342,400 
1,174,000 









i 756 J00 
2,691,000 









38,145,000 56.318.900 











In N.V. the movements between the balances at 3ist December, 1955, and those shown! or Ist January, 1956, arise from the consolidation 
in 1956 of new subsidiaries, 
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N.V. AND THEIR SUBSIDIARIES 
HALF-YEARLY RESULTS 1951-1956 
~ g (Directors' Report—page 6) 


The figures given below are the consolidated net profits after eliminating transfers to and from stock reserves 


£ milllon 
COMBINED . LIMITED 


7:1 
8-0 


1953: January-June........ leeren 
Jul December... eee een "T 


1954: January-June........... esee er E 
July-December earen 24-42 Eeer Ze Eege a 


Year 


1955: January-June, ..... cece cere enn ge 


1956: Januscy-JUne:. vo oo a Sh eho be oes eee eee bess 
July-December ........... eee nnn AX RAE RC 


Year 


l In 1951 there was a transfar to stock reserve of £30 in LIMITED. : 
in 1952 there were transfers from stock reserves of £-45 in LIMITED and £1-4 in NV. 





TURNOVER 


Turnover in 1956 amounted to £1,67{ million, an increase of 10-395 on the 1955 figure of £1,515 million. Turnover by commodities is given belows— 











1955 1956 
£ Tons - Tons £ 
* thousand thousand * - ; thousand thousand 
D? 250,494 1,589 Margarine, edible fats and salad eil, - Leni 267,780 16 
Gates? 230,340 1,559 Soap and other dererten EEN 1,670 258,694 P 
i 22,644 Toilet preperations, Including perfumes.............. ee 28,058 2 
9 138.09 Other foods for human consumption........ BEE n 152,956 -9 
25 382,668 3,692 Other vegerable and animal olis and fats........... — € 3,927 435,302 26 
9 130,660 3,892 Animal feeding stuffs... 0... ccc ccc es cece rer ecer scarce 4,297 . 145,90 9 
5 69.050 Miscellaneous manufactures, Including glycerine............ g 74,399 5 
Produce {mainly tropial produce handled by the United Afric i 
7 107,005 Group) including timber oroductz, 2.0 cs eeeee 105,829 6 
H 166.691 Merchandise (mainly handied by the United Africa Group).... 183,413 E 
i 17.235 Services (including ocean, river and road transport): ......... E - 19,107 l 
100 1,514,987 Total Value... .. cs ccceceeeces 671,44 100 
Represented by: 
1,069,071 Sales to third parties. EEN 1,182,287 
Value of produce purchased for the West African Marketing 
51,654 Boards and production for other manufacturers.......... ; 48,33) 
Supplies of marketable products and services within the 
394,262 2. s organization `... EE 440,822 
1,514,987 7 {671,440 - 





Supplies of marketable products—for use as raw materiais—and services by one industry to other Industries within the organization are included to provide 
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SEVENTH INTERNATIONAL CONGRESS 
OF ACCOUNTANTS 


AMSTERDAM, SEPTEMBER 9th—13th, 1957 
United Kingdom Delegations 


The Seventh International Congress of Accountants 
to be held in Amsterdam next September under the 
joint auspices of the Nederlands Instituut van 
Accountants (Netherlands Institute of Accountants) 
and the Vereniging van Academisch Gevormde 
Accountants (Association of University Trained 
Accountants) is now claiming more and more of the 
attention of accountants throughout the Western world. 
Preliminary details, including the provisional pro- 
gramme, have already appeared in these columns,! and 
we now have pleasure in giving additional information 
relating both to the organization of the Congress and 
to the participation of the GE bodies of Great 
Britain and Ireland. 


Subjects and Procedure 


As already announced, the following subjects have been 
belected for discussion: 

‘Principles for the accountant’s profession’. 

‘Verification of the existence of assets’. 

‘Budgeting and the corresponding modernization of 

accounting’. i 

“The internal auditor’. 

‘Business organization and the public accountant’. 

' Ascertainment of profit in business’. 

During two afternoons, two sessions will be held 
simultaneously, so that members will have the choice 
of attending the session which i is of particular interest 
to them. 

The papers (five on cid subject) will be forwarded 
to the participants during the present month. During 
the sessions, the subjects will be dealt with by a ‘panel’, 


or discussion group, on the platform composed of a . 


discussion leader, the five authors of papers — one 
acting as rapporteur — and three other panel members. 
Each session, which will be of two hours duration, 
wil be presided over by a president with four vice- 
presidents. After the president has opened the assembly, 
the discussion leader will give the rapporteur an oppor- 
tunity to read a summary of the five papers, after which 
the panel members will discuss the subject-matter. 
Members from the floor will then be able to participate 
in the discussions for as long as time permits. Finally, 
the discussion leader will summarize the discussion. 


‘Official Languages 


The languages to be used at the sessions are English, 
: Dutch, French and German; the. papers. to be given. 
will be printed in one of the four languages and those 
not written in English will be accompanied by an 
English translation. A simultaneous translation system 


will be in use so that members may listen to the dis- ` 


cussions either in the language in which they are being 
held, or in one or other of the official languages. 


Ladies' Programme and Excursions 


Details of the provisional programme previously 
announced have now been amplified with information 


1 The Accountant, dated October 13th, 1956, pages 383-84. 
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Mr jJ. Kraayenhof President of the Committee of the Seventh 
International Congress of Accountants, is a Past President of 
the Netherlands Institute of Accountants. He was the leader of 
the Dutch delegation to the Sixth International Congress in 
London in 1952. Mr Kraayenhof was the guest speaker at a 
meeting of the London and District Society of Chartered 
Accountants held on February 4th, 1953; his addres on that 
occasion on ‘International auditing practice’, was reproduced 
in our issue of March 14th, 1954. 

An address on ‘The profession i in the Netherlands’, gióen by 
Mr Kraayenhof during the jubilee celebrations of the Nether- 
lands Institute at Scheveningen in May 1953, was reproduced 


in our issue of October Ist, 1955. - 





about the special programme which is being arranged 
for the ladies, and about nine excursions from which 
members will be able to choose on "Thursday, 
September 12th. > d 

LADIES! PROGRAMME | EM 

Tuesday, September 10th — Afternoon: ` ` x 
Visit to some industrial places or museums in Amster- 

. dam or surroundings. 

Wednesday, September 11th — Afternoon: ., 
Fashion parade in Victoria Hotel. 


Friday, September 13th - Morning: 
Visit to flower auction in Aalsmeer. 


M 


EXCURSIONS 
. The Enclosing Dyke. Through this dyke. the former 
EE Zee, a sea which penetrated deep into the 
country, became the Tjesselmeer, a E SH in the 
process of reclamation. l , 


1 
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2. De Hoge Veluwe National Park in which is situated the 
Kröller-Müller State Museum containing 264, works 
of Vincent van Gogh and many Impressionist paintings. 

3. Netherlands open-air museum in Arnhem. 

4. Utrecht. 

5. The Hague. 

6. Gouda ~ Het Westland. A tour to.the flower auction in 
Aalsmeer, to the village of Gouda, famous for its 
church, Gouda pipes, Gouda cheese and Gouda treacle 
wafers, and finally to the Westland district, the centre 


for fruit and vegetable growing. 
4. Bird Park in Alphen aan den Rijn. 
8. Rotter 
9. Amsterdam. 


Delegations from Great Britain and Ireland 
We give below the names of the official delegates to the 


8, of the accountancy bodies in Great Britain . 


` and Ireland, together with details of those members 
who are presenting papers, or who will act as enone 
or discussion leaders. 


‘Tur INSTITUTE OF CHARTERED ACRES 
IN ENGLAND AND WALES 


Official delegates: The President, Vice-President, and 
Immediate Past President; Sir Thomas Robson, M.B.E., 
M.A., F.C.A. (Chairman, Overseas Relations Committee), 
Mr S. J. Pears, F.c.a. (Vice-Chairman, Overseas 
Relations Committee), Mr Basil Smallpeice, B.com., 
A.C.A., Sir Harold Howitt, G.B.E., D.8.0., M.C., D.C.L., 
F.C.A. (President, 1952 Congress), Mr W. S. Carrington, 
R.C.A., Mr D. V. House, r.c.4., Mr G. D. Shepherd, 
„MABE, FCA, Mr W. D. Densem, F.C.A., Mr G. F. 
Saunders, F.C.A. (Chairman, Parliamentary and Law 
) Committee), Mr G. P. Morgan Jones, M.A., F.C.A. 
(Chairman, 'll'arxation and Research Committee), Mr 
W. L. Barrows, F.C.A., Mr T. A. Hamilton Baynes, 
M.A., F.C.A., Mr H. A. Benson, C.B.E., F.C.A., Mr P. F. 
Carpenter, F.C.4., Mr D. A. Clarke, LL.B., F.C.4., Mr 
P. F. a ee FCA., Mr P. D. Irons, B.COM., A.C.A., 
Mr R. B , M.B.E., T.D., F.C.4., Mr R. McNeil, 
F.C.A., Mr P. V. Roberts, A.C.A. Mr L. W. Robson, 
F.C.A., Mr C. M. Strachan, opp, F.c.a., Mr A. D. 
Walker, F.c.a., with Mr A. S. MacIver, M.C., B.A., 
Secretary, and an Assistant Secretary and a Secretarial 
Assistant, 

Sir Thomas Robson will contribute one of the papers 
pen Dune for the accountant's profession', and will 

act “as rapporteur for all the papers on that subject. 

Mr Basil Smallpeice has been invited to act as dis- 
cussion leader for the session dealing with “The internal 
auditor’. 

In addition to the official delegates, 200 members of 
the Institute, with their ladies, have registered to attend 
the Congress. 


THE INSTITUTE OF CHARTERED AccouNTANTS 
OF SCOTLAND 


Official delegates: Mr J. T. Dowling, c.a., President of 
the Institute, Mr R. Ian Marshall, B.COM., C.A., Vice- 
, President, Mr R. Adams, C.A., Prof. Robert Browning, 
"MA LL.B., Mr W. I. French, D.8.0., O.B.E.(MIL.), T.D., 
C.A., Mr C. I. R. Hutton, B.A., CA. Mr P. M. Jackson, 
GA, Mr Thomas Lister, M.A., Ge Mr A N. E. 
McHaffie, B.COM., C.A., Mr James C. Stewart, C.A., 
Mr James Whitton, M.B. E:(MIL.), Se M.A., C.A. 

Mr C. I. R. Hutton is the author of a paper on “The 
ascertainment of profits in business’, 
' About forty-four other members, with their laden 
will be attending the Congress. d 
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THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN IRELAND 
Official delegates: Mr G. F. Klingner, F.c.a., Vice-. 
President of the Institute, and Mr James Walker, F.c.A. 

Mr Klingner will preside at the business session on 
the afternoon of Tuesday, September 10th, at which 
"Ihe verification of the existence of assets’ will be 
discussed. 

Besides the official delegates, some thirteen members 
of the Institute, accompanied by their ladies, hope to 
attend the Congress, 


Tue SOCIETY OF INCORPORATED ACCOUNTANTS 
Official delegates: Sir Richard Yeabsley, C.B.E., F.C.A., 
¥.8.A.A., President of the Society, Mr Edward Baldry, 
F.8.4.4., Vice-President, Mr C. Percy Barrowcliff, 
F.8.A.A., Prof. F. Sewell Bray, F.5.4.4., Mr Bertram 
Nelson, J.P., F.5.A.4., Mr W. G. A. Russell, F.5.4.A., 
Mr I. A. F. Craig, O.B.E., B.A, Secretary of the Society. 

Sir Richard Yeabsley is the author of one of the 
five papers on "Ihe verification of the existence of 
assets' which are to be presented. 

In addition to the official delegates, about thirty 
members of the Society, with their ladies, will be 
attending the Congress. 


THE ASSOCIATION OF CERTIFIED AND 
CORPORATE ACCOUNTANTS 

Official delegates: Mr A. C. S. Meynell, F.a.c.c.a., 
President of the Association, Mr W. Jackson, F.A.C.C.A., 
Vice-President, Mr W. Macfarlane Gray, F.A.C.C.A., 
Mr A. Bundy, F.A.t.c.a., Mr F. A Callaby, F.a.c.c.a., 
Mr J. E. Harris, F.A:C.C.A., The Rt. Hon. Lord Latham, 
J.P., F.A.C.C.A., Mr T. R. Powell, F.A.C.C.A, Mr E. 
Spencer, F.A.C.C.A., Mr W. E. Stepto, F.A.C.C.A., Mr 
F. Wilson, opp, J.P., F.A.C.C.A., Mr J. C. Latham, 
D.L., F.8.A.A., F.A.C.C.A., Director of the Association, 
and Mr F. C. Osbourn, M.B.E., B.A., LL.B., Secretary. 

Mr J. E. Harris will submit a paper on 'Business 


organization and the public accountant’. 


‘Twenty-three other members of the Association 
have provisionally registered, while thirty-four ladies 
and other guests will accompany the delegates and 
visitors. 

THE INSTITUTE OF MUNICIPAL ‘TREASURERS 
AND ACCOUNTANTS 
Official delegates: Mr W. O. Atkinson, M.B.E., F.I.M.T.A., 
President of the Institute, Mr Ernest Sinnot, F.1.M.T.A., 
F.S.A.A., Immediate Past President, Mr L. F. Cheyney, 
F.LM.T.A., F.8.A.A., Secretary. 

Mr Ernest Sinnot will present.one of the papers on 
“The internal auditor’. l 

About twenty members, including several Council 
members, with, their ladies, will also be attending the 


‘Congress, 


THE INSTITUTE OF Cost AND WORKS ACCOUNTANTS 
Official delegates: Mr J. Borsay, F.c.w.a., a Vice- 
President of the Institute, Mr G. Nicholson, F.C.W.A., 
Mr S. C. Tyrrell, F.c.w.a., F.1.1.4., Mr J. P. Wilson, 
F.C.W.A., A.C.LS., Mr H. H. Norcross, F.C.W.A., Mr 
Stanley J. D. Berger, M.C., F.C.1.S., Director of the 
Institute, Mr Derek du Pré, Joint Secretary. 

Mr J. P. Wilson will present one of the papers on 
"Budgeting and the corresponding modernization of 
accounting’. 

About ten other members, with their ladies, will 
‘accompany the official delegates. 
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. THE ASSOCIATION OF | 
CERTIFIED AND CORPORATE ACCOUNTANTS < 
ANNUAL GENERAL: MEETING 


The: Së annual general meeting of The 
Association of Certified and Corporate Accountants 
was held last Tuesday in the Queen Mary Hall, 
Y.M.C.A. Building, Great Russell Street, London, 


WC1, and the President, Mr A. C. S. Meynell, 


F.A.C.C.A., was in tbe chair. 

Extracts from the Councils report for 1956, 
presented for adoption, were published in The 
Accountant of April 13th last. 


PRESIDENTIAL ADDRESS 


In the course of his presidential address, Mr Meynell 
said: 

It is now almost a year since my colleagues on the 
Council accorded me the honour of electing me to the 
presidency of the Association. At the time I was 
deeply appreciative of that honour, and now ~ with 
the chastening experience of a year's work behind me — 
I am, if anything, even more so. For I have a fuller 
understanding of the responsibilities and demands 
which the office of president involves. 'l'hese, I may 
say, are by no means inconsiderable, but it has been 
for me an enjoyable and stimulating experience, 
which has brought me into personal contact with 
many more members of the Association than I would 
have otherwise met and has enabled me to appreciate 
more fully their points of view on the many problems 
which beset us. May I just say how greatly privileged I 
have been to serve the Association as its principal 
officer and at the same time how greatly indebted I am 
to all those who have assisted me during the past year 
with advice, guidance and encouragement. 


Annual Report 

The annual report and accounts were circulated to 
you at the beginning of this month and I take it that 
you will be prepared to take them as read. Is that 
agreed? At the end of my address I shall move the 
adoption of the report and accounts, but in the mean- 
time there are one or two matters to which I want to 
mE special reference. 


Membership 


'The membership of the Association continues to show 
a satisfactory rate of advancement. I had hoped that 
at this meeting 1 might be in a position to report that 
we had achieved our 10,cooth member. But I am 
afraid that that particular goal still eludes us. The 
number of new students registered each year is new 
almost constant. There are those who consider this a 
bad sign and who think that we are not prospering 
unless we take in more and more new students each 
year.. I do not agree with this view. There have 
certainly been years when our intake has been a good 
deal larger than at present, but such figures have 
always been traceable to special circumstances, such as 
post-war conditions, and the rate of wastage among 
these students has proved very high. I believe that a 
lower — but maintainable — rate of inflow is, in- tie 
long run, much more satisfactory. | 


e 


Finance 


You will already have observed from the accounts for 
I956 that we show a deficit for the year of almost 
£5,000. This deficit is not, of course, by any means 
unexpected. My predecessor in office made it quite 
clear at the last annual general meeting that in 1956 
we could not reasonably anticipate anything but a 
repetition of the deficit for the preceding year, 1955. 
At that same meeting you considered and approved 
certain increases in the rates of membership sub- 
scription which were designed to correct the position, " 
though it was recognized that the effect of these 
increases could not be felt until 1957. In the event we 
have managed to reduce the expected deficit for 1956 
by something like £1,000. This is not a very large sum 
of money in these times of inflation but it is a step in 
the right direction. In the coming year, 1957, we may — 
in common with the Chancellor of the Exchequer — 
look forward to a reasonable surplus. But however 
satisfactory that surplus may prove to be, it must be 
borne in mind that we have a great deal of lost ground 
to recover. I refer to the fact that in five of the last 
nine years the effects of inflation have caused us to sho 
deficits totalling some £19,000, all of which had, “of 
course, to be taken from our accumulated fund, 
and all of which must — so far as it is in our power to 
do so- be replaced and, indeed, augmented. Our 
opportunity to do this is likely to be much better 
while we remain in our present premises at 22 Bedford 
Square. The move to other accommodation which we 
shall — and must — make within the course. of the next 
year or so will inevitably cast very much heavier 
burdens on our resources and it was with that prospect 
well in mind that the Council recommended the 
subscription increases which you approved last year. 
We shall continue to have constant and serious regard. 
to all possible economies of administration, but — 
at the same time- with due regard to all those: 
activities which (he Association must undertake and 
continue if it is to remain an active and vital force in 
the profession. 

While on the subject of finance, I may, perhaps, 
refer to one other matter. You will have seen from the 
notice of this meeting that we propose later during . 
these proceedings to submit, for your approval, a 
special resolution, the effect of which will be to 
remove from Article 107 those provisions which have 
hitherto restricted the investments of the Association 
to trustee securities. À few members .have indicated 
their disapproval of this step, but, having regard to 
the atate of our investments, it is one which I think we 


must take and which, indeed, we can reasonably and 


safely take, especially as the present state of the 
investment market seems to hold out some promise 
of favourable conditions for the reshaping of our 
investment portfolio. 


. Examinations 
The statistics in the report dealing with examinations 
indicate that the percentage of passes continues to give 
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| ground for some dissatisfaction. At the December 1956 

| examinations, an exceptionally low figure was returned 

_ for successful candidates in Section II of the Final 
| examination. A gradual deterioration in such figures 
might perhaps be susceptible of some reasonable 
explanation, but a sudden drop of the order of 20 
per cent is something which at present we are quite 
unable to understand and which we certainly hope is 
only a temporary feature. 

Apprenticeship training schemes in dats con- 
tinue to develop along very favourable lines. There 
are now a number of companies of international 

| repute — as well as others less well known — which are 
running such schemes in connection with the Associ- 
ation’s examinations. There is one company which 

—ttaches so much importance to a basic training in 
accountancy that it puts all its trainees through the 
accountancy apprenticeship scheme, whatever depart- 
ment of the business (other than the purely scientific 
ones) they are ultimately destined for. 

While on the subject of examinations and training, I 
should very much like to take the opportunity of 
mentioning specially the benefactions of Mr Laud 
Edgar Stewart, to which reference is made in paragraph 
17 of the report. Mr Stewart, himself a member of the 

lation and an incorporated accountant, has 
already made available to us a capital sum which will 
| epeide a special examination prize for students 
«sident in Northamptonshire. But he has also gone a 
deal further and arranged certain testamentary 
spositions which will place at our disposal a sub- 
” stantial sum, the interest from which is to be used, 
in the first place in providing further training facilities 
or students or recently-qualified members in North- 
amptonshire and subject thereto for the general 
educational purposes of the Association. The Council 
has, of course, already expressed to Mr Stewart its 
appreciation of his action but I mention it again because 
I am sure that members of the Association in general 
meeting would also like Mr Stewart to know how much 

| they appreciate his truly generous gifts. (Applause.) 
Research Activities . 
. The activities of our several research committees have 
| continued at a satisfactory level throughout the year. 
new studies were, in fact, published during 1956, 
but this was mainly because the committees have been 
engaged upon what I might describe as spade-work. 
These activities will reach fruition during the course 
of the current year and we have several publications 
planned for the near future. My principal object in 
referring to the committees, however, is not to inform 
you of forthcoming publications but rather to express 
on behalf of the Council, and I am sure also on your 
behalf, our appreciation of the very considerable 
amount of time and trouble which the members of 
these committees devote to their duties. In the main 
they are not.members of the Council and accordingly 
,our.debt to them is all the greater on that account. 
Their work is most valuable and constitutes a very 
helpful and worth-while contribution to the general 

activities of the Association. 










Personal Pensions Scheme 
Towards the end of March we were at last able to 
circulate to all members a preliminary statement about 
the personal pensions scheme negotiated by the 
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Counci. We originally hoped that this material would 
have been in your hands at least a month earlier and 
we were, in fact, ready to dispatch it at the end of 
February. At the last moment, however, the Revenue 
raised a number of points of administration, which — 
although not affecting the main fabric of the scheme — 
nevertheless had to be settled before the preliminary 
statement could be sent out. As a result members did 
not get quite as much time for consideration as we 
wished to give them, but, as is indicated in an ex- 
planatory letter which has been sent to all those who 
asked for application forms and copies of the rules, 
members who were able to make their first con- 
tributions during this month are, in fact, being given 
interest on those contributions from the end of the 
preceding quarter. 

It is perhaps as well that I should make it quite clear 
that this is not a scheme for practising members only. 
References in the Press and also in some professional 
journals are apt to describe these arrangements as 
‘pensions for the self-employed’. The terms of the 
Act, however, do permit us to extend these benefits to 
employed persons, provided that they are not already 
qualifying in respect of the particular remuneration 
concerned for a pension from some other source. If 
members are in any doubt whatever about their 
position, our Secretary will be very pleased to advise 
them on request. 

One other noteworthy feature of our pension scheme 
— and one which, so far as I know, does not appear in 
any other — is the fact that benefits under it are available 
not only to members of the Association but also to 
non-members, provided always that these non- 
members are themselves in the employ of a certified 
accountant. This, we hope, will provide some reason- 
able scope for those practising members who, although 
their staffs are perhaps not large enough to justify 
a formal pension scheme, may nevertheless wish their 
employees to have the advantage of what is becoming 
a common and desirable benefit. The negotiation of 
the scheme was in the hands of a special committee 
of the Council. The work involved its members in 
many hours of detailed and complicated consideration 
and we are extremely grateful to them for their 
services in this connection. 


Special Resolution 


J have already referred in the course of my remarks on 
the finances of the Association to the special resolution 
which is designed to alter the articles of association 
with regard to investments. As you know, however, 
there is also a second special resolution which we 
desire to submit to you and wbich, if approved, would 
introduce what we believe to be an improvement in 

the procedure for ascertaining the wishes of members 
of the Association at large on any issue of importance. 
In short, we propose that powers shall be taken to 
ascertain the sense of the members by means of postal 
voting papers. The last serious issue with which the 
Association was concerned was the matter of absorption 
and it was a source of profound dissatisfaction to the 
Council, and I am sure also to many members, that 
on that issue fewer than half the membership of the 
Association bothered to record a vote. It 1s, of course, 
true that these defaulting members might well have 
appointed proxies, but the fact is that they did not do 
80, and the. Council believes that the opportunity of a 
secret ballot would result in a far fuller expression of 
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opinion than we have hitherto been able to secure. 
In addition it provides improved opportunities for 
consideration and, moreover, enables those who are 
not able to attend a meeting to be informed of all the 
views which were expressed thereat. 

On the other hand the proposals, if approved, would 
not have the effect of compelling us to decide all matters 
upon which a poll was demanded in this particular 
way. The discretion to direct a postal vote would 
be vested in the chairman and in exercising that 
discretion he would naturally take into consideration 
the wishes of the members. As already indicated, the 
Council recommends this amendment for your 
approval and I have good reason to feel — having regard 
to the proxies returned by those who are not present — 
that it will be readily acceptable to the majority of 
members of the Association if you decide to give it. 


The Budget 


Iti is clear, I think, that reactions to Mr Thorneycroft’s 
Budget proposals have, on the whole, been fairly good, 
though there are many who consider them in some 
réspects over-cautious and in others frankly in- 
adequate. There is no doubt that this year the Chan- 
cellor found the economy of the country in a con- 
siderably more healthy condition than it was a year 
ago. Exports had risen, the level of imports had been 
checked, additional industrial capacity seemed to be 
available and the policy of disinflation appeared at 
last to be showing some tangible results, though it 
would ‘be difficult to pretend that it has been an 
unqualified success. The Chancellor hopes to increase 
national production and exports to the highest possible 
level and with that object has offered some modest 
incentives. At the same time internal consumption 
and imports must still be curbed and he has to avoid 
the danger of releasing too much additional purchasing 
power at once, particularly when the amount so 
released is in any case likely to be increased in the 
immediate future by reason of additional wage 
demands. 

. Mr Thorneycroft has, therefore, felt constrained to 
take a modest gamble on this aspect of the position, 
and, on the whole, it must be regarded as a fairly sound 
gamble so long as everyone behaves during the course 
of the next year with proper moderation in all respects. 

Professional and business men will welcome his 
decision to set up a committee to inquire into the 
workings of our monetary and credit system. That 
decision is an extremely wise one and at the same time 
most necessary. There is, perhaps, no department 
of our economy which calls for more constructive 
thinking at the present time, especially as the Govern- 
ment itself has, by force of circumstances, become one 
of the largest of industrial investors. 

‘On the other hand, we are bound to feel a sense of 
deep disappointment at the Chancellor's unwillingness 
to restore investment allowances or to take any steps to 
level rates of profits tax. Mr 'lhorneycroft's view 
` that there are no signs of stagnation in investment is 
difficult to reconcile with the facts. The rate of invest- 
ment in plant and machinery flagged noticeably in 
1956. It seems likely to continue to do so this year and 
the recent Board of Trade survey of building plans 
shows that investment there is also falling. At the same 
time: the level of industrial production has become 
alnost stationary. 

All these things. seem to indicate the iced for some 
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stimulus such as the restoration of investment allow- 
ances would have provided. The Chancellor's apparent - 
fear that any appreciable increase in the rate of invest- 
ment may affect imports adversely, unless accompanied 
by the compensating influence of increased savings, 
is surely a little exaggerated. Extra productive capacity 
is available and if it is used it is bound to affect both 
exports and company saving. Moreover some fair 
proportion of the concessions to surtax payers is likely 
to find its way into the investment market. 

The assistance to be given to overseas trade cor- 
porations in competing with more lowly taxed com- 
petitors will be generally welcome. It will raise overseas 
earnings, but the concession applies only if those 
profits are kept overseas and will therefore encourage 
overseas investment. That is most desirable, providéd— 
that it does not constitute any serious competition to 
the demands of home investment. 

The personal income tax reliefs — surprisingly 
enough from a political point of view — seem to have 
attracted singularly little adverse criticism. They will 
mainly affect business executives and professional men, 
whose standards of living have been falling for years. 
To that extent we can feel a sense of real satisfaction 
that the difficulties of this class have at last received 


- Some recognition. But the claim that these reliefs affect . 


potential emigrants is only partly true, unless we regard 
them as the first of a series of parallel steps, not all of 
which could be implemented this year because of the 
continued need to restrain internal demand. Even s 
it seems to lose sight to some extent of the urgency 
the emigration problem. ` 

The Chancellor’s proposals with regard to the avoids 
ance of tax evasion wil command general support: 
The knowledge that it is possible for some people 
to 'get away with' something is bound to have a pro- 
foundly frustrating and unsettling effect upon the 
general body of taxpayers and the gradual stopping 
up of these various loopholes is something which all 
taxpayers are entitled to expect, and which all of 
them — except possibly those directly affected — will 
applaud. 

To use Mr Thorneycroft's own words he had to , 
‘resist the temptation to give away too much’ from his 
actual and anticipated surplus. Whether or not he has 
done so, so far as the present year is concerned, is 
something which must very largely depend upon the 
exercise of that measure of moderation by everyone 
to which I have already referred. But it is fair to say 
that in a long-term view the broad problem of over- 
taxation and all it involves remains. 







Integration 


By far the most important development within the 
profession for many. years has been the proposed 
scheme to integrate The Society of Incorporated 
Accountants with the several Institutes of Chartered 
Accountants. At the moment the scheme has not 
passed through all its stages of approval, but from 
indications so far there is every reason to expect thar” 
it will do so. The Council has already issued a statement 
to members as to the implications of the scheme so far 
as the Association is concerned and nó addition to 
that statement is contemplated for the time being. 

The declared purpose of the integration scheme is 
to unify the profession. The Council shares the viéw 
that such unification is an important and desirable 
objective. But it seems obvious that it can:only be 
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3atisfactorily achieved if the Association is brought 


within its scope. Against that general background of 
thought on the part of the Council, preliminary 
nig ete have been made for representatives of 
the Association and of the several Institutes to meet 

for the purpose of exploratory discussions, but these 
cannot, of course, take place until:the present pro- 
posals in relation to the Society have been decided on. 
Further than that I cannot properly go at the 
moment — nor should you expect me to — but I may, 
perhaps, be permitted to repeat what has already 
been said, namely, that in view of the Council no 


scheme of integration, however complete, can possibly ` 


be an effective substitute for the statutory registration 
of the profession so long as it is possible for new ac- 
p@intancy bodies of dubious standards to be formed, 
and for uhqualified persons to practise, without reg- 
ulation of any kind. 

We are told that the difficulties are insuperable. 
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We are well aware that they are substantial, having 
spent several years on the Co-ordinating Committee in 
considering them, but we do not accept the proposition 
that they are utterly incapable of solution, given a 
strong enough desire on all sides to surmount them. 

Mr Meynell concluded by thanking the Vice- 
President, Mr W. Jackson, and members of the Council 
for their support during his term of office, and he added 
a special word of thanks to Mr H. E. West, a member 
of the Council for thirty-five years, who was not seeking 
re-election this year. He was sure that everyone would 
wish to join with him in expressing gratitude to Mr 
West for his magnificent period of service. 

Mr Meynell also spoke of his indebtedness to Mr 
J. C. Latham, Director of the Association, and Mr 
p.c. Osbourn, the Secretary, for their ‚constant help 
and advice throughout the year, and tò the staff for 
their high standard of service and co-operation. 

The report and accounts were adopted. 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF. LONDON 
SEVENTY-FOURTH ANNUAL GENERAL MEETING 


About 125 members were present at the seventy-fourth 
annual general meeting of The Chartered Accountant 
Sfudents' Society of London, held on Friday, April 
26th, in the Hall of the Chartered Insurance Insti- 


te. 

The President of the Society, Sir Harold Gillett, 
M.C., F.C.A., was in the chair and was supported by the 
Following Vice-Presidents: Sir Harold Barton, F.C.A., 


Mr W. G. Campbell B.A., F.c.a.. Mr Douglas - 


A. Clarke, LL.B., F.c.A., and Mr Brian Manning, 
D.L., J.P.) F.C.A. 


Over 5,000 Members 
The committee’s annual report for the year to 
December 318t, 1956, records a steady increase in 
membership which now exceeds 5,000 for the first 
time. The increase over the year was from 4,925 to 


53194- 
Meetings and Lectures 

Besides the four general meetings held during the 
year — which included the President's meeting in 
Guildhall when, after a short address by the Lord 
Mayor, Sir John Wolfenden, C.B.E, M.A., Vice- 
Chancellor of Reading University addressed an 
audience of 800 students — eight lecture courses were 
held. There were also two mechanized accountancy 
demonstration courses, a mock arbitration and a mock 
company meeting. 

A feature of the year’s work was the residential 
:ourse for advanced students held at Balliol College, 
Oxford, which was attended by 147 students in 
“esidence and sixteen students from the Oxford 
Students’ Society. 


Other Activities 
Other attivities included visits to banks, the Courts, 
and industrial undertakings. There was also a 


srogramme of fortnightly debates at which the ` 


attendance was better than last year. 
The: attendance at the annual dinner at Grosvenor 


House was once again over a thousand, while the 
available tickets for the annual dance at the Royal 
Festival Hall were over-subscribed. 

The four branches of the Society — in Bedfordshire, 
Chelmsford, Guildford and Southend — have continued 
their activities and all branches have organized lectures; 
in some cases visits to factories and business houses 
were also arranged. 

Accounts 

The accounts for the year to December 31st, 1956, 

show a surplus of £733 as compared with £1,885 in 
1955..During the last three years income from sub- 
scriptions has continued to increase with the rise in 
membership, though at a diminishing rate. In the first 
two of these years, the increase in expenditure lagged 
behind the growth in income and, consequently, both 
1954 and 1955 showed a substantial surplus. In 1956, 
however, the committee state, expanding member- 
ship and activities and the increased cost of many 
items of expense have made their effect felt and have 

resulted in a smaller surplus. 


Adoption of the Report and Accounts 

In seconding the adoption of the report and accounts, 
the chairman of the committee, Mr L. C. McCracken, 
emphasized the importance — -often underlined by the 
Council of the Institute — of the wider education which 
it was the function of students' societies to provide. 
Too many members, he said, regarded the examinations 
as the only objective and failed to take advantage of 
the practical help offered by the Society. ` 

Mr McCracken then referred -to the plans for 
further developments under consideration by the 
committee, the repetition of the very successful recent 
experiment of a week-end course for first-year articled 
clerks; also the possibility of programmes to give more 
opportunities to distant students. He added that great 
changes were coming to the profession soon which 
would certainly affect the work and constitution of 
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the Students’ Society. Its importance in the training 
of articled clerks was likely to increase, and he urged 
members to make the best.use of the facilities offered. 
5 No queries were raised on the Tepon and accounts 
Nac were duly adopted.. 


" Election of Officers 


The following officers were re-elected with tribute and 
thanks for the active, friendly and valuable support 
they: all continued to give to. the Students’ Society: 

i: President: Sir Harold Gillett, M.C., F.c.a. 

‘Vice Presidents: Sir Harold "Howitt, G.B.E., D.S.0., M. c. is 
D. C.L., F.C.4.; Mr George R. Freeman, F.C.A.; Mr Douglas 
A. Clarke, LL.B. , F.C.A. 

' Hon. Treasurer: Mr R. P. Matthews, J.-P., B. COM., F.C.A. 

v Hon. “Auditors: Mr W. E.. Parker, C. B.E., F. GA Mr 
H: O. H. Coulson, F:c.A. | 

"e Nine members of the committee, who ied under 
the rules, were re-elected, no other candidates having 
been proposed by members. >- - 


Two Resolutions Passed 


The following resolutions were discussed and posed 
by the meeting: 

'In order that any future discussion of, or ‘action con- 
cerning, our system of training and education be based on 
an accurate knowledge of that system in practice, this 
Society requests its committee to conduct a survey of its 
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members to ascertain such facts as are relevant and to 
publish its findings.’ 

After the proposer had stressed ab the ab eci of 
the motion was to ascertain facts which would ` 
relevant to any discussion of the merits of the systeni 
of articles, and after a warning had been given that 
much of the information sought, e.g. rates of pay, 
experience and study leave, might be regarded as 
personal and confidential between principal and 
articled clerk, the motion was carried. 

A further motion was carried after amendment i in 
the following terms: 
> “That this: meeting considers at in view of the ien 
NAR from industry for able young men, the pro- 
fession should try to attract these mento the profession and 
that articled clerks should be paid a living wage in orde 
pe men of the right ability and character from not. 

eing able to enter the profession for lack of financial 
meang? . 

A motion PT for means be which articled clerks 
could bring complaints to the Institute was withdrawn 
in view of the access already available to the District 
Society Advisory Committees or direct to the Secretary 
of the Institute. 

The meeting concluded with. a most hearty vote of 
thanks to the President, Sir Harold Gillett, for his. 


SE conduct of a controversial. meeting. 


RE LONDON STUDENTS’ COLUMN - 


News from the London Chartered Accountant Students’ Committee” 


The Sacietys AEE N annual general meeting 
held on Friday, 26th April, was attended: by about 
125 members. The meeting was under the chairman- 
ship of the President of the Society, Sir Harold 
Gillett, M.C., F.c.A. [The proceedings are P uai 
elsewhere i in this i issue. - Editor.] -` 


Committee 


The committee have accepted with - regret the 
resignation of Mr D. M. Sumner, A.C.A., who i is shortly 
to be called up for National Service. ` 

|: Mr. B. J. Arthur and Mr G. B. Snow have been 
co-opted to the. Committee. - 


Pre-Intermediate Residential Course | l | 


The. Society’s firat pre-Intermediate residential course 
was held at University College, Oxford, from Friday, 
April 5th to Sunday, April 7th. The object of the 
course was to offer. 114 articled. clerks the opportunity 
to. meet together in University surroundings; attend 
lectures and to discuss, argue and learn in the group 
discussions that occupied much of the course.  . 

. The length of group discussions, which often 
extended far beyond the appointed’ hours, and the 
enthusiasm to. continue friendships formed at Oxford, 
indicate that there is a need for such a course. The 
committee are most grateful to all members who made 
suggestions for improving future courses and it. is 
hoped that this experiment will become- a regular 
d of the Society's programme. 


General Lectures 


The spring session of lectures has now been SR 
The average attendance was over. 160, being one of the 
highest on record. The subjects of- the lectures varied 


Bon Mr Russell L. Tillett, F.C.A., on "T'ake-over bi 

to Chief Detective Inspector Francis Lea on "The" 
Saas fraud department; and -the session. was 
wound up with a SES on MUI arte out 
of the lectures. ` 

In view of be statement by the Council of the 
Institute that not enough preparation is done for the 
auditing and accounting examination papers the 
committee have discussed the possibility of intro- 
ducing more lectures on these subjects. 


Mock. Meeting 


Over 450 members were present at the Ch 
Insurance Hall for a very useful and enjoyable 
demonstration of a mock insolvency meeting. Mock 
meetings, whether a .creditors' or shareholders’ 
meeting, an arbittation or an appeal to the Com- 
missioners, have now found a very definite place i in the 
programme of the Society. 





President's Meeting 


Sir Harold Gillett, M.C., F.C.A., the President of she 
Students’ Society, has invited. Sir Edwin Herbert, 
K.B.E;, LL.B.; President of the Law Society, to address 
the President's Meeting which is usually held um the 
autumn at [RE The date arranged is Mong ay, 
October 7th. 
Sports 

The rugby, badminton and chess clubs have had a 
successful month winning all their matches. At squash 
the Society managed to beat Lloyds but lost to the 
Putney Squash Club. Mr L. J. Goodwin after a long 
and successful term as squash Captain has resigned 
and Mr B. Page has agreed to take his place. 
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Notes and Notices. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


‘THE PRESIDENT’s DINNER 


The President of the Institute, Mr A. S. H. Dicker, 

W.B.E., F.C.A., gave a dinner in the Hall of The Institute 

X Chartered Accountants in England and Wales, 

Moorgate Place, London, last Tuesday evening. 
The following guests were present: 


Mr Robert Adams, Sir Frederick Alban, Cas. Mr 
NW. M. Allen, Mrs W. Amor, Messrs H. Garton Ash, O.B.E. ^ 
4.C., R. W. Bankes, c.B.g., W. L. Barrows, Sir Harold 
Jarton, Messrs T. A Hamilton Baynes, J. H. Bell, H. A. 
Jenson, C.B.E., S. J. D. Berger, M.c., Sir Bernhard Binder, 
Messrs du Fleming Birch, h Blakey, C. W. Boyce, C.B.E., 
šir John Braithwaite, Mr N. E. Bruckland, Miss V. M. 
3urton. 

Messrs W. G. Campbell, P. F. silente W. S. 
carrington, L. F. Cheyney, D. A. Clarke, J. Clayton, Frank 
Zleland, Sir Ee Coldstream, K.C.B., Messrs Kenneth 
2. Cole, A. F. B. Cooke, E. G. Cooper, S. W. Cornwell, 
;. C. Corton, J. Cowen, C.B.E., Sir Cecil Crabbe, Mr C. 
-roxton-Smith. 

Messrs W. G. Densem, R. E. F. de Trafford, G. C. H. 
Dicker, G. S. H. Dicker, M.B.E., T.D., The Rev. A. J. 
Jrewett, Messrs W. W. Fea, George R. Freeman, J. W. 
sauntlett, G. G. Goult, P. F. Granger, A. F. B. Ham, M. G. 

. Harvey, Sir Edwin Herbert, K.B.E., Lt.-Col. D. V. Hill, 
jr Harold Howitt, G.B.E., D.S.O., M.C., Mr D. P. Hubbard. 
“Mr P. D. Irons, Sir Russell Kettle, Messrs H. A. Kinney, 

. C. Latham, D.L., W. H. Lawson, C.B.E,, R. B. Leech, 
RS. T.D., M. A. Liddell, E. R. Longman, C. H. S. 
Loveday, Thomas G. Lund, Gas, E. H. V. McDougall, 
I. A. Macfarlane, W. R. MacG or, Alan S. Maclver, 
4.C., R. McNeil, Sir Roger M 8, G.C.M.G., K.C.B., 
VIessrs J. H. Mann, M.B.E., A C. S. Meynell, G. P. Morgan- 
ones, C. D. Morley, Ian T. Morrow, F. S. Mowforth, 
i. Mould-Graham, O.B.B., M.C., T.D., Sir Charles Norton, 
4.B.E., M.C., Messrs L. J. H. Noyes, C. L. O'Callaghan, 
Donald T. Owen. 

Messrs R. A. Palmer, T.D., ps E. Parker, C.B.E., S. John 
ears, C. U. Peat, M.C., Brig. E . C. Pepper, C.B.E., D.S.0., 
Viesars A. W. Peterson, "John F. Phillips, P. M. Rees, M.C., 
Miss M. J. D. dg Rei Messrs P. V. Roberts, E 





Chartered Accountants, of 59 New Cavendish Street, 


London, Wi, announce that as from May rst, 1957, 
they have admitted to partnership Mr E. B. PALMER, 
B.COM., A.C.A., who served his articles with the firm 
and who has been a member of their staff for some 
years. l 

Messrs J. & A. BEARMAN & Co, Chartered Account- 
ants, of 86-87 Wimpole Street, Cavendish Square, 
London, Wt, announce that as from April 1st, 1957, 
they have amalgamated their practice with that of 
Messrs WARNER, Bnarr & Co, Chartered Accountants, 
of City Gate House, Finsbury Square, London, EC2. 
The style of the new firm is WARNER, BEARMAN & Co; 
Chartered Accountants, practising at 16 Wimpole 
Street, London, Wr. 


Messrs WARNER, Brarr & Co, Chartered Account- 
ants, of City Gate House, Finsbury Square, London, 
EC2, announce that Mr ARTHUR BRAFF, B.COM., 
B.SC. (ECON. ), A.C.A., retired from the practice on 


‘March 31st, 1957. As from April rst, 1957, the practice 


has been amalgamated with that of Mr JACK ARNOLD 
BEARMAN, A.C.A., A.T.LL, and Mr ALAN PETER BEAR- 
MAN, A.C.A. , formally practising as J. & A. BEARMAN & 
Co, Chartered Accountants, of 86-87 Wimpole Street; 
London, Wi. The style of the new firm is WARNER; 
BEARMAN & Co, Chartered Accountants, practising 
at 16 Wimpole Street, London, Wir. Telephone: 
Langham 6341-2. i 


Messrs BRAKE, LARGE & Co, Chartered Accountants, 
formerly of 56 Bryanston Street, London, Wr. 
announce that as from May ist, 1957, they har Al 
moved their offices to 29 Museum Street, 5 Jondon, 
WC1. 


Messrs BRAKE, Larce & CHATFIELD, Certified 
Accountants, formerly of 56 Bryanston Street, ‘London, 
Wr, announce that as from May 1st; 1957; be they have 


removed their offices to 29 Museum S t, London, 
WCz1. 


orated Account- 
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THE ASSOCIATION OF CERTIFIED 
AND CORPORATE ACCOUNTANTS 


THe Presipent’s DINNER 


The President of The Association of Certified and 
Corporate Accountants, Mr A. C. S. Meynell, gave a 
dinner last Monday at The Haberdashers’ Hall, 
London. The following guests were present: 


Sir Frederick Alban, c.B.z., J.P. (President, The Chartered 
Institute of Secretaries); Messrs Edward Baldry (Vice-Presi- 
dent, The Society of Incorporated Accountants); 'T. J. Barrett; 
R. P. Ba , C€.B.E. (The Public wel Prof. W. T. 
Baxter (Professor of Accountancy, University of London); 
Messrs R. T. Bell; F. W. peur (Chairman, The Building 
Societies Association); S. J. D. Berger, M.c. (Director and 
Joint Secretary, The Institute of Cost and Works Accountants); 
H. Grant Bird (Member of Council); T. M. Bland (President, 
The Institute of Bankers); Roy Borneman, q.c.; A. Bundy 
(Member o Ger? 

Mesars F. A. Dt Council); W. S. Carring- 
ton (Immediate Past President, Institute of Chartered 
Accountants in England and Wales); V. R. Chennell (Member 
of Council); L. F. Cheyney (Secretary, The Institute of 
Municipal Treasurers and Accountants); F. Cleland (Presi- 
dent, Institute of Chartered Accountants in Ireland); 
J. Cowen, c.B.E. (Assistant Secretary, Board of Trade); H, L, 
Coxon; Sir Cecil Crabbe (Chief Registrar, Registry of 
Friendly Societies; Messrs C. R. M. Davidson (Assistant 
Secretary of the Association); R. Dawes; A. S. H. Dicker, 
M.B.E. (President, The Institute of Chartered Accountants in 
England and Wales); The Lord Dovercourt; Messrs James 
T. Dowling (President, The Institute of Chartered Account- 
ants of Scotland); Derek du Pré (Joint Secretary, The Insti- 
tute of Cost and Works Accountants), Sir Arthur Evans; 
Messrs G. E. Fitzgerald (President, Australian Society of 
Accountants); Dingle Foot, Q.C. 

Messrs C. CG Garratt-Holden, c.m.g, T.D. (Secretary, 
The Building Societies Association; W. Macfarlane Gray 


"Sg Past President of the Association); J. E. Harris 
(Des ber of Council); L. A. Hill; J. H. Hills; E. Hol; W. 


Jackso:} (Vice-President of the Association); C. V. Jarvis, J.P. 
D LUE of Council); C. M. Jennings; F. H. Jones; Sydney 
. Jones (Member of Council); J. Stuart Kirkwood (President, 
Institute f Arbitrators); J. P. Landau. 
The Loxd Latham, J.P. (Member of Council); Messrs J. C. 


Latham, D.L (Director of the Association); W. H. Lawson, 
eee Vice-Prasident, The Institute of Chartered Accountants 
im DTE 


and Wales); E. C. Leader; M. A. Liddell; Leo T. 
Little (Editor, "dou * 


ai : 
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Bt.; Messrs E. T. Westmacott; W. A. Whitehead (Member o 
Council; C. R. Willis (Editor, ‘Evening Nets’), Harold 
Wilmot, c.5.8. (Chairman, The British Institute of Manage- 
ment); C. F. Wilson; Frederick Wilson, O.5.E., J.P. (M. 

of Council); J. Wood (President, The Institute of Taxation); 


Incorporated Accougtants). P 
There were no formal speeches. The President infor- 
mally welcomed the guests and Mr Ronald Staples 
expressed appreciation on their behalf. During the even- 
ing entertainment was provided by Mr. George Braund, 
“The Biggest Thing in Magic’. 


OBITUARY ` 
Mn HanorpD TANSLEY WITT, F.C.A. 


We have learned with regret of the death on April 18 
of Mr Harold Tansley Witt, F.c.a., who for some forty 
years until 1946 was a partner in the firm of Tansley 
Witt & Co, Chartered Accountants, of 22—24 Ely Place, 
London, EC1. ; : 

Mr Witt was admitted an Associate of the Institute 
in 1903 and was elected a Fellow in rot, In 1915 he. 
became senior partner in the firm, on the death of his 
father, Mr Tansley Witt, who was one of the founder 
members of the Institute, and who was audifer to th; 
Privy Purse during the early years of the reign o: 
King George V. l 
` Mr Harold Witt was always a very keen member of 
the Inns of Court O.T.C., and at the outbreak of the 
First World War was mobilized for service with the 
Corps. Later he was seconded to the Ministry: of 
Munitions where he was appointed Financial Controll 
to the Trench Warfare Department. 

Mr Witt became a director of Cooper, McDoug 
& Robertson Ltd in 1929 and was vice-chairman’ 
until April 1952. In 1950 he was elected Vice-President 


‘and in 1951, President, of the Royal Warrant Holders’ 


Society. : 

EDMENT MOYES, A.C.A. , 
It is with regret that we record the sudden death on 
April 14th at the age of 49 of Mr Edment Moyes, 
A.C.A., & director and secretary of L. & N. Stores, Ltd, 
of Newcastle, and a director of Cooper & Co’s Stores 
d of Glasgow and Liverpool. 


=< - 
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THE INSTITUTE OF COST AND WORKS 
. ACCOUNTANTS 
C[wENTY-EIGHTH NATIONAL. Cost CONFERENCE 


The twenty-éighth national cost conference of The 


Institute of Cost and Works Accountants will be held ` 


at the Connaught Rooms, Great Queen Street, London, 
WC2, on Thursday and Friday, May 30th and 31st, 
and will be followed on Saturday, June rst, at 10.30 
a.m., by the annual general meeting. The theme of 
this year's conference will be 'Electronics in SE 
and the programme is as follows: 
Thursday afternoon, May 30th, at 3 p.m. 

Opening of the conference by the’ President of the 
. Institute, Mr Ian T. Morrow, C.A., F.C:W.A., who will 
then preside at a business session to be-addressed by 

_. the Rt. Hon. the Viscount Chandos, D.S.O., M.C., 
Chairman, Associated Electrical Industries Limited, on 
‘The economic consequences of electronics in industry’, 

Thursday evening, May 30th, 7.30 p.m. to 10.30 pam. . 

Informal reception by the President and Mrs Morrow 
at Stationers’ Hall, Ludgate Hill, EC4. 

Friday morning, May 31st. . 

IO a.m.: Presidential address by Mr Ian T. Misrros, 
C.A., PF.C.W.A 

IO.45 a.m.: : Interval fos coffee. 

II a.m. to 12.30 p.m.: An address by Mr R. H. Tizard, 
BL, A.M.LE.E.,, of the London School of Economics, 
on 'Automatic control and computing in industry’. 
Chairman, Mr S. C. Tyrrell, #.c.w.a., Past President. 

I p.m.: Luncheon, to be served in the ‘New Edinburgh 
Room. (Ladies will be welcomed at the luncheon.) 

Friday afternoon, May 31st, 2.30 p.m. to 4.15 p.m. 

,Addresses on ‘Electronics in the officer the problems of 

planning and installation’, by Mr E. M. . Renals, 
` A.C. W.A., of The Ford Motor Co Ltd; and ‘Electronica 

n inthe office: future possibilities’, by: Mr G. J. Pierce, 
F.C.W.A., of Bristol Aircraft Ltd. Chairman, Mr D. J. 
Young, "CA, F.C.W.A., Director, Steel Company of 
Wales, Ltd. 

The ladies will have the opportunity of visiting the 
London Casino to see ‘Cinerama Holiday’, . 

Friday evening, May 31st, 7 p.m. for 7.30 p.m. 

‘Twenty-eighth annual banquet of the Institute at 
The.Dorchester, Park Lane, Wt, followed by dancing 
until r a.m. 

Saturday morning, Tune Ist, 10.30 a.m. 

Thirty-eighth annual general meeting of the Institute to be 
held at the Connaught-Rooms, Great Queen Street, W C2. 

An invitation is extended to any chartered, incor- 

porated, certified: or municipal accountant to attend 
the session to be addressed by Lord Chandos on May 
30th. Those: wishirig to do so should apply to the 

Director of the Institute, 63 Portland Place, W1, for a 

ticket. 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


The monthly meeting for Bible reading undi prayer 
wil be held at 12.30 p.m. next Monday, May 6th, 
in the vestry at St Mary Woolnoth Church, Lombard 
Street; EC3. The scripture for reading and thought 
will be the parable of the forgiven debtor. (St Matthew, 
xvil. 23-23.) . 
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MANCHESTER SOCIETY OF CHARTERED 
: ACCOUNTANTS 


The seventy-sixth annual report of the committee of 
the Manchester Society of Chartered Accountants for 
the year ended December 31st, 1956, presented at the 
Society's recent annual meeting, records an increase 
in membership of forty-seven during the year, bringing 
the total to 971. 

Several successful social functions were held in 1956, 

including a dance to mark thé seventy-fifth anniversary 
of the Society, and the annual dinner at which the 
principal guests were the President of the Institute and 
the Lord Mayor of Manchester. 
- Six lecture meetings were held during the year and 
good attendances were maintained. The joint tuition 
committee of the Manchester senior and students’ 
societies, together with representatives. of the North 
Lancashire and Bolton branches continued the Saturday 
morning lectures for students in Manchester and 
Preston and the bi-annual residential courses at Burton 
Manor were well supported. 

The annual golf match with the Manchester Inland 
Revenue Golf Club was played at Wilmslow Golf 
Club and resulted in a win for the Inland Revenue 
by three matches to two with one halved; while a match 
at Ringway Golf Club against the Manchester Lawyers’ 
Golfing Society was won by the Chartered Accountants 
by three matches to two. with one halved. 

At a meeting of the committee of the Society held on 
April 26th, the following officers were elected for the 
ensuing year: 

President: Mr D. G. Bee, F.c.A. | 

Vice-President: Mr J. Howard Bell, B.A., F.C. A. j 

Hon. Librarian: Mr R. H. Wilkinson, J-P., M.A., F.C.A. 

Hon. Treasurer: Mr T. G. Wood; F.C.A. 

Hon. Secretary: Mr J. V. Eastwood, BCA. 46 Fountain 
Street, Manchester, 2. 

Hon. Auditor: Mr C. H. Massiah, F.C.A. 


ACCOUNTANTS’ MEETING IN ACCRA 


At the annual meeting of the Association of Account- 
ants in the Gold Coast (now to be renamed The 
Association of Accountants in Ghana) held recently 
in Accra, the report of the Council for the year ended 
December 31st, 1956, was adopted and the following 
officers were elected for 1957—58: 

President: Mr D. A. W. Hewson, F.C.A. 

Vice-President: Mr H. A. Dodoo, A.8.a.A. 

Past President: Mr. S. P.-Brewster, F.S:A.A. 
| Hon. Secretary: Mr G. E. Tickner, A.8.&.A., A.L.M.T.A.j 

P.O. Box 266, Takoradi, Ghana. . 

The report shows a total membership at the: wears 
end of seventy-one, comprising twenty-three members 
in practice and forty-eight not in practice. By its articles, 
the Association only recognizes as eligible for member- 
ship members of the universally recognized professional 
accountancy bodies. The Council records that during 
1956, of the twenty-two new members, four were of 


African descent, making a total of five African 
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sieben. It is hoped and expected that this number 
will be increased during the coming year. 

A. delegation consisting of three members of the 
Council was received by the Minister of Finance in 
1956 and proposals which had been published pre- 
viously by the Government on the question of the 
accounts and audit of statutory corporations were 
discussed, particular reference being made to the 
time allowed for completion of the accounts and to the 
audit of such bodies. 

The Council refers in its report to the granting of 
independence to the Gold Coast under the name of 
Ghana on March 6th, 1957, and expresses the hope 
that the Association will, 88 a representative account- 


ancy body, be able to play its part in the development 


of the country. 


CHARTERED ACCOUNTANTS’ GOLFING 
SOCIETY 
Woop Cup MATCH 

The annual match for the Wood Cup against the 
Association of Scottish Chartered Accountants in 
London Golf Club took place recently at the 
Sandy Lodge Club. The match was played 
by bogey foursomes over thirty-six holes and the 
English Society retained the cup with a score of fifty 
holes down against seventy-four holes down. The 
excellent conditions were enjoyed by eighty-two com- 
petitors. The best six returns which counted for the 
match were as follows: 


Scottish Society 
R. Jardine and N. S. Mathieson... ..  § down 
T. Ford Millar and K. R. H. aes va. TO. % 
R. Adams and W. T. Eva .. : exc dA. us 
H. M. Sutherland and S. Berlanny I4 » 
I: M. Whyte and D. Galloway 16 ,, 
M. C. Gorman and H. Macdougall 16 ,, 
74 
English Soci 
M. A P. Gay and T. J. E .. § down 
H, C. Staines and S. B. Pendock .. a os 
D. C, Urry and P. H. Martin Ps (o us 
R. D. Henderson and D. L. Shaw .. se dO. y 
W. H. Parton and S. Pleydell-Bouverie  .. 10 ,, 
A. B. Green and G. C. Henry ES eg 22 ` e 


SO 


In addition to the thirty-six holes match, prizes 
were provided for the best scores on either side in 
each round and results were as follows: 
Morning round 

First | M. A. P. Gay and 

T. J. Fotheringham 

Second: R. Jardine and N. S. Mathieson 

(Won over the last nine holes.) 


ternoon round 
First D.C. Urry and P. H. Martin 
Second: T. Ford Millar and 

^. OK. R. H. Murray 
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ELECTRONIC COMPUTER EXHIBITION 

AND SYMPOSIUM, 1958 ` 
An electronic computer exhibition to include data 
handling equipment of all kinds is to be held at 
Olympia, London, from November 28th to December 
4th, 1958. The exhibition, which will be the first of its 
kind to be held in Great Britain, is being sponsored, 
at the suggestion of the National Research Develop- 
ment Corporation, by a joint committee of the Radio 
Communication and Electronic Engineering Associa- 
tion-and the Office Appliance and Business Equipment 
Trades Association. 

Concurrently with the exhibition there will be a 
symposium at which papers dealing with the applica- 
tions of computers to problems in business, industry 
and science will be read and discussed. Res 

"The exhibition will show complete systems of 
automatic electronic data processing equipment, the 
applications and demonstrations of which will cover 
financial management and administration, factory 
control, and industrial and scientific research. ~ 


COURSE ON DIGITAL COMPUTERS 
A fortnight’s course on digital computers organized by 
the British Council is to be held in London from 
October 27th — November 9th. The course, which is 
designed to provide a survey of available machines, 
programming and machine applications, will comprise 
lectures, discussions, and visits to computing labora- 
tories and installations in universities and industry. 
The course is intended for scientists in indus 
university teaching and research from overseas, but 
applications will also be considered from guitably 
qualified persons engaged in an administrative See 
in industry. There are vacancies for fifteen members 
and the course fee is £42. Further information may be 
obtained from the Director, Courses Department, The 
British Council, 65 Davies Street, London, Wi. 


SEVENTY-FIVE YEARS AGO 
From (ie Accountant or May 6TH, 1882 
Extract from leading article entitled 
AUDIT or 'TRUsTEES! ACCOUNTS IN LIQUIDATION 

We print in another column the report of an import- 
ant appeal case, ex parte Fewings, re Chinnock, decided 
by the Chief Judge in Bankruptcy on Monday last. The 
point involved bears on the question of the powers of 
the Court in relation to the winding-up of estates under 
liquidation by arrangement. 

It appears to us this question is one which must be 
of considerable interest to trustees; we have, therefore, 
published the judgment of the learned Chief Judge in 
extenso. It is expedient to secure greater uniformity of 
practice in the various local Bankruptcy Courts than at 
present prevails, and it is by bringing the ruling of the 
Chief Judge in such cases as that under consideration, 
and that on which we commented last week, under the 
notice of the various district Registrars, toar such 
uniformity will be best secured. 
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^ THE PRESIDENT'S pones 


England and Wales meets more accountants or gets to 
know better the current tone and temper of the account- 
ancy profession than does the PRESIDENT. For this reason, the 
speech he makes at the annual meeting — which ‘comes at the 
climax of his year of office — is usually a distillation of the im- 


N: member of The Institute of Chartered Accountants in 


' pressions gleaned from all parts of the country during the previous 


twelve months. Mr Dickxn's address — reproduced elsewhere in 
this issue together with a full report of the seventy-sixth annual 
meeting of the Institute held in London on Wednesday of last 
week —is no exception. It deals with the problems of the pro- 


fession in a pleasingly objective manner yet with an understanding 


which could only be the product ‘of personal experierice. 

One of the perennial problems of which Mr Dicker has some- 
thing to say is that of recruitment. To ensure that the members 
of tomorrow are! of the same high calibre as those of today should 
be the dedicated task of the Council, as well as of every principal 
and every tutor. Mr Dicker draws attention to.the severe com- 
petition for suitable entrants offered by industry where the 


material rewards-seem larger and within easier reach. He does 


sound service to the profession by -stressing that accountancy 
may be a really satisfying career and the new Institute pamphlet 
entitled Why not become a Chartered Accountant? to which he 
refers, suggests that the remuneration which goes with responsi- 
bility may be by no means insubstantial. The writer of this 
pamphlet employs exactly the right approach in introducing his 
subject. He neither minimizes the- difficulties nor paints too - 
roseate a picture’ ‘of the prospects. To many youths on the point 
of leaving school and ‘hesitating on the brink of a career, who 
possess the appropriate qualities and qualifications, the honesty 


"with which the -case for becoming a chartered: accountant is 
presented may well be-the decisive influence. 


' Another: matter to which the PRESIDENT refers — one which has 
been uppermost:in the minds of most accountants during recent 


months is the’ proposed..integration scheme. So far as the 


Institute is concerned, there. is nothing more to be done officially 
until such time as the Privy Council, and thereafter, The Society 


. of Incorporated Accountants make their decisions. But in this 
interval of what Mr Dicker calls ‘suspended animation’, which 


may last two or three months, members may wish to reflect 


“further on the proposals ‘and’ the. practical impact they would 
. have on the everyday life of the profession. It is wrong to suppose 
--that there would be no difficulties in the'implementation of the 


scheme or that, if there were any, the Councils of the chartered 
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bodies would iron everything out satisfactorily. 
The Councils have exercised deep forethought in 
drafting and presenting the proposals but the 
ultimate fate of the scheme, if it goes through, 


~ 


wil rest with the members themselves and the 


spirit and will with which they set about making 
“it work smoothly. In any such enterprise, co- 
operation and goodwill are essential to success and 
it would be indeed surprising if the integration 
scheme were to founder for the lack of the self- 
same qualities which accountants seek to instil 
and safeguard in the affairs of their own clients. 

As well as dealing with what might be called the 
politics of the profession, the PRESIDENT gives 
two precepts on practical aspects of its work. The 
first of these is his plea to avoid ‘anything in the 
nature of standardization’. His suggestion that 
members should continue to experiment will be 
supported by those who feel that, despite the 
progress in accounting techniques made in the 
present century, the profession has still much to 
learn in the refinements of its craft. His analogy 
of the skyscraper and the double-fronted bunga- 
low is apt. In many instances, the choice should 
be decided not by general preference or prejudice 
but by the nature and extent of the information 
which the particular balance sheet has to disclose. 
The reductio ad absurdum of the 'skyscraper' 
balance sheet is the one which continues on to 
and down the adjacent page so that only the 
apparently lop-sided position of the -auditor’s 
report reveals, without closer inspection, the 
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precise architectural form of the document. On. 
the other hand, the ‘bungalow’ balance sheet may 
be equally.absurd if its meagre contents are 
spread over two pages when they could have been 
precisely stated,'in vertical form, on one page. 

Mn Dicker’s second precept that the truth and 
fairness of the figures in financial accounts should 
never be obscured by accompanying gratuitious 
information will find favour with many. The 
expansive type of brochure which contains, as 
well as the accounts and the directors’ report, a- 
panoramic view of the plant and a close-up of: 
the president, thumb-nail sketches in the rubric 
and pictorial diagrams showing ‘where the money 
went’ may, nevertheless, not bring the share- 
holder into the picture as it should: not by failing 
to give all the statutory information but by 
presenting it in a manner which subordinates 
the essential to matters extraneous to the main 
purpose of the document. Many companies, 
aware of this danger, bind up separately the pub- 
licity matter which they send to shareholders. 

In the course of his speeches during hy 
Presidential year and, in particular, in the one he 
made at the dinner of the East Anglian Society 
of Chartered Accountants held last March, in bs" 
native Norwich, Mr Dicker has reiterated - 
the value of the district societies. It is appropriate 
that, at the conclusion of his speech at the annual 
meeting last week, he should return to the theme 
with a farewell tribute which, in his own words, 
‘is not only presidential but personal’. 








à TAX WITHOUT TEARS "` SS 


January and the middle of April, some 

sixty million American citizens have to 
submit a return of their income for-the preceding 
calendar year to the Federal Government. 'T'o aid 
them in their.task, the American Institute of 
Accountants, annually since 1949, has sponsored 
a campaign for the dissemination of advice which 
now extends to newspapers and periodicals, and 
radio and television networks. The Institute 
distributes specially prepared material to the 
State societies on request and they, through their 
members, undertake to get it published or broad- 
cast. It is estimated that in the campaign for the 
tax form-filling season just ended more than sixty- 
three million Americans read, heard or saw part 


E: year between the beginning of 


of this service through the media of 2,500 news- 
papers and periodicals, arid radio and television 
programmes given out by about 1,000 stations. 
The cost of this coverage (for the 1957 cam- 
paign) is estimated to work out at the remarkably 
low figure of $20,000. The budget would have 
been less but for the necessity of having to 
conform to the changing fashion of using live 
performers instead of, as before, static cartoons 
to put over television spot announcements. The Y 
bulk of the expenditure each year is incurred by 
the Institute in recording, printing and dispatch- 
ing the material to the State societies. Members 
donate the time spent in persuading newspaper 
editors and radio and television officials to feature 
it and, because it is regarded as a service in the 
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public interest, suggestions that time or space 
should be paid for are strongly resisted. 
\ Among the most popular forms of dissemin- 
ation are two short series (one each for radio 
and television) of sixty-second spot announce- 
ments made by well-known broadcasting artistes. 
At the risk of being accused of spreading dis- 
content among family car-owners in this country, 
we reproduce the script of one of the radio 
announcements, broadcast. this spring by six 
hundred stations: | 
~ Tex: This is Tex... 
Jinx: and Jinx McCrary... : 
TEX: with a tax tip for you as a public service of 
this station... 
Janz: Ge the certified public accountants of your 
tate. 
Tex: When filing out your 1956 income tax 
return don't overlook the possibility of 


Cua some of the costs of running the 


family 
JINX: Eis. ‘little’ costs which can add up- 
like the cost of your license plates. 
‘TEX: Yes, Jinx, that's deductible — and so is the 
1 interest you pay on an auto loan. 


Juxx: Or — in most States — the State tax your pay on 


each gallon of gas used during the 

TEx: When you let the family talk you into abome 
that car — don't forget to keep a record of 
State and local sales tax paid on the purchase. 
This too is a deductible family car expense. 

Joz: Drive carefully whether you drive a new car 
or old — but if you have an accident not due 
to your own negligence... 

Ier You can deduct as a loss damage to your own 
car not covered by insurance on your Federal 
income tax return. 

Of the more sustained programmes on sound 
radio, one is a series of broadcasts at each of 
which a prominent accountant, after being intro- 
duced to the listening audience, answers questions 
on tax matters put to him by the announcer. A 
variation on this is the straightforward talk on 
specialized aspects of taxation. On television, the 
Institute provides a sample script suitable for 
local programmes at which a panel of accountants 


answers questions put to them by viewers. In 


some instances, queries may be telephoned to the 
studio when the programme is in progress and 
answered at once, but the experts have an option 
on this instantaneous treatment. 

^Copy for the Press, as made available by the 
Institute, falls into three categories. The first, 
intended for daily and weekly newspapers, 
consists of a series of eight articles written in an 


THE 
ACCOUNTANT 547 


adult and informative style. The main emphasis 
in nearly all of them is to make certain that the 
taxpayer is aware of the deductions and exemp- 
tions to which he is entitled. The second category 
consists of one specimen article suitable for trade 
publications and is clearly aimed at the occupants 
of executive suites. The third, another single 
specimen article, is written for employee publi- 
cations. The treatment of its theme, a humorous 
account of a worker filling in his return on the 
night of April 14th, mune be classified as “tax 
without tears’. 

> According to sampling by the Internal 
Revenue Service of past returns, the four kinds 
of mistake most often made by taxpayers are — 
the incorrect listing of income, due principally 
to debatable questions concerning business 
income; errors in personal deductions which, in 
America, include State and local taxes, interest 
.paid on loans, charitable contributions, medical 
expenses and losses from storm, fire, flood or 
(theft; claiming too many or too few dependants; 
-and faulty arithmetic. It has been calculated, in 
connection with the last type of mistake, that 
in 1956 ‘sloppy addition or subtraction’ resulted 
in overpayments of tax totalling more than $19 
million. 

For many years in America, the field of taxation 
practice has been debatable ground between the 
legal and accountancy professions, the exact 
boundary between them being difficult to define. 
It is only within recent years that something like 
an-amicable line of demarcation has been estab- 
‘lished. It is now agreed that it is the proper 
“function of both lawyers and certified public 
accountants to prepare Federal income tax returns. 
On questions of accounting connected with this 
work, the lawyer should advise the taxpayer to 
consult a certified public accountant. Similarly, 
on legal questions arising, the certified public 
accountant should advise the taxpayer to consult a 
lawyer. The Institute maintains that, while the 
scope of its operations has broadened consider- 
ably since the inauguration of the service in 1949, 
the purpose of its tax information programmes, as 
outlined above, has remained constant. 'l'he aim 
is to identify certified .public accountants with 
authoritative information on tax matters. The 
programmes are designed in the public interest 
rather than to advertise the services of certified 
public accountants. 
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THE EUROPEAN FREE TRADE AREA 


free trade area, and Britain's declared in- 
tention .to join, marks a step equal in 
importance to the decision to adopt protection 
some twenty-five years ago. Then, the prevailing 
outlook was restrictionist, now it is, on the whole, 
expansionist. Even so, the setting up of the free 
trade area is not regarded by Britain's economists 
as an entirely unmixed blessing. 
The views of a number of economists are 


! Iz has ban said that he proposed European 


given in the February issue of the Bulletin of the. 


Oxford University Institute of Statistics. The first 
writer, Mr J. BLACK, sets out in great detail the 
economic facts which form the background to 
any informed discussion on the free trade area. 

If Britain alone joins the free trade area, the 
latter will have a population of over 210 million; 
while if all the O.E.E.C. countries join, the 
population of the area would exceed 250 million, 


with a labour force of 110 million. Approximately, 
35 million of this force would be in mining and. 


manufacturing; by comparison, the U.S.A. has a 
working population of 60 million of which 18 
million are in mining and manufacturing. The 
gross national product of the larger free trade 
area totals about. £70,000 million, or four times 
that of Britain alone and half that of the U.S.A. 

Mr Back accepts the trade and production 
advantages implicit in a common market of this 
size; he is concerned to discuss some possible 
disadvantages. These are the dangers of disloca- 


tion and unemployment in particular industries- 


as a result of free competition, the risk of re- 
ductions in the standard of living of workers in 
richer countries as a result of international 


mobility of labour, and the possibility. that - 


balance of payments difficulties will require cure 
by deflation. As regards.the.first, Mr BLACK 
concludes that they are not so great as those 
which would arise.if Britain stayed out of the 
free trade area. On the second, he considers that 
Britain's relatively high standard of living can be 


maintained successfully by increased productivity ` 


and investment rather than by protection. He 
agrees that if Britain joins the area, the possibility 
of maintaining a full employment policy insulated 
from the rest of Europe will not be so easy as at 
present since import cuts-will not be permissible. 
Short-term balance of payments difficulties can 


however, be eased by changes in EPU. Dro/ 
cedure; longer-term deficits can be tackled by 
the creditor countries investing their surpluses in 
the debtor countries and increasing the latter's 
productivity thereby. 

MR JOHNSON does not set a great deal of store 
by the advantages-of economies of scale. He feels 
that the main gains. are to be found in the shifts 
of production which will take place when com- 
petition is free and which will lead to a concen- 
tration of production in the. most oa 
localities. | 

Mn T. BALoGH makes no sttempt t to` concedi 
his preference for bulk-buying, import controls 
and direct: planning, and his general distrust of 
free markets and trade liberalization. Neverthe- 
less, he agrees that Britain should join the free 
trade area, but in so doing considers that certain 
specific safeguards should be insisted upon. MR 
BaLocH thinks that the great economic power o 
Germany could easily lead to balance of paymen 
difficulties and therefore to harsh deflationary 
measures -in countries not so dynamic, Dia 
remedies are an 'investment board', an E.P.U. 
bank and escape clauses in the agreement. 

Mn Roy Harrop emphasizes that the advantage 
in the free trade area is to be sought in the better 
orientation of future expansion, rather than in the 
securing of a large share of existing trade — which 
for Britain may not be easy. Expansion in total 
trade will minimize the immediate loss due to 
powerful competition. He also.considers that. the 
present rather harsh GE in E.P.U. P O- 
cedure should be eased. 

Mr J. R. SARGENT accepts fully the con- 
ventional reasons for joining the free trade area. 
Nevertheless, he expects temporary balance of 
payments difficulties for. Britain, and these, he, 
thinks, should be absorbed by running down 
stocks rather than by losing gold and dollars. 
To.this end, he. considers ‘that quantitative 


restrictions should be allowed, but for a fixed o 


and limited period only. 

It is surely significant that all the economists 
who. have contributed to the symposium are in 
favour of the area, but with reservations. There is 
a general belief that common economic policies, 
or at least a very close co-ordination of national 


policies, are essential. 


d 
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| THE FINANCE BILL — II 
S .. .SECOND READING DEBATE 


NLY a handful of members were present 
at the debate on the second reading of 


the Finance Bill last Tuesday; one 


wonders what it was that the large majority of 


sent members found more important. 

The interval following the publication of the 
Bill, and indeed since the Budget speech itself, 
ias not been long and many points of detail 
remain to be explored, but enough time has 
zlapsed for the criticisms of the Bill to take 
shape. The relief given to sport and to the live 
heatre through the remission of entertainment 
ax has received general support. The new duty 
jn television licences has not been unwelcomed, 
yut there is a move to seek some way of exempting 
ld. age pensioners and hospitals. The Govern- 
nent have set their face against payment by 
nstalments. Another change enjoying general 

roval is the reduction of purchase tax on 
usehold goods, though many feel that it does 
ot go nearly far enough. 

The extension of the scope of earned income 
'elief to the extent shown in the Bill has brought 
nuch Opposition criticism. One member wanted 
o know how many people earning between 
[4,000 and £10,000 had been emigrating recently, 
ind another questionéd the propriety of con- 
sentrating a whole quarter of the total reliefs 
rranted this year on a small sector of taxpayers 
xumbering only 250,000. The CHANCELLOR 
countered this latter criticism by pointing out 
hat the State was not giving anything away to 
hese people, it was merely reducing the amount 
t collected from them. 

There was criticism from the Government 
ide of the fact that the new estate duty legis- 
ation on inter vivos gifts was, in effect, retro- 
ipective since it would apply to all deaths after 
he Act came into force, notwithstanding that the 
rifts affected might have been made long before 
he. Budget speech. However, this criticism 
eceived little sympathy from Mr Enocu POWELL, 
*inancial Secretary to the Treasury, who stated 
hat in the case of gifts made before Budget day 
. ‘and made deliberately in such a way as to 
avoid estate duty by any of the methods now 


ruled out, it could scarcely be said that such. 


B expectations as will be defeated will be legiti- 
mate ones’. 
In any case, he said, if the arrangements were now 
thought to be disadvantageous, there would be 
time to alter them before the Bill came into force. 
When replying to the debate, the CHANCELLOR 
pointed out that there were respectable precedents 
for this kind of retrospection, if it was retro-- 
det and be quoted Section 11 of the 
inance Act, 1900. 

Mr PowzLL gave an example of the kind of 
thing that clause 14 was intended to circumvent. 
It deals with a set of circumstances which can 
arise particularly in connection with ship- 
building. It can be that the firm which orders 
the building of a ship and provisionally pays 
part of the cost is not the firm which takes delivery 
of the ship and operates it. Às the law stands it 
would be possible for an initial allowance or 
invéstment allowance to be obtained by two firms, 
that is, twice for the same asset. Clause 14 will 


e prevent this. 


"Ihe new exemption for the profits of overseas 
trade corporations was neatly summed up by 
Mr POWELL as removing from British companies 
genuinely trading wholly overseas, the handicap 
of United Kingdom rates of tax upon their 
trading profits, without obliging them to remove 
their control and management from the United 
Kingdom. The new provisions would also enable 
süch companies to use the profits of one trade 
overseas for building up another trade overseas 
without incurring United Kingdom income tax 


- in the process. The policing of this relief would ` 


be very rigorous indeed; it was the Government's 
determination that no tax advantage should be 
secured in respect of any profits which were not 
genuinely made overseas, and that no profits 
which were in any sense distributed should 
escape tax. Every channel through which the. 
profits made by an overseas trade corporation 
could find their way out of the’ business into 
other hands had been taken into account in 
drafting the legislation. Moreover, trading profits 
had been most carefully distinguished. from 
investment income, for the former only are. 
exempt. 
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Role of Standard Costing in a Computer-automated Office 
by R. G. H. NELSON, A.S.A.A., A.C.W.A. 
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Standard Costing a Temporary Expedient ?. 

OME remarkable capabilities have been 
Ghee to electronic computers, but I 

was shocked recently to hear a cost account- 
ant Claim that the advent of computers meant the 
end of the usefulness of standard costing. ‘For 
any firm large enough to buy a computer,’ he 
averred, ‘it would be a waste of time to install 
standard costing. There would not be time to 
realize the benefits of the scheme before it was 
abandoned again.’ 

It appears that my friend was not alone in 
advancing this proposition; and it seems to me to 
be well worth while, therefore, to examine the 
premises on which this and similar views are 
based. The basic argument is derived by different 
people from different propositions, some of which 
are mutually contradictory; but a fairly compré- 
hensive list of possible lines of argument would 
be as follows: 

(a) Standard costing is primarily an expedient 

for saving clerical labour. 

(b) In view of the complexity and unfamiliarity 
of standard costing, labour savings will be 
slow in appearing. 

(c) A computer works so rapidly that the 
equivalent labour costs of the jobs it does 
become insignificant. 

(d) Variance analysis is inferior to historical 
costing in providing management control 
information. Management really require 
‘actual’ costs; and these must be available 
in any case for price fixing. 

(e) Actual costing is an easier operation EE a 
computer than standard costing. 

These assumptions will be studied in what appears 
to me to be their order of importance. 


The Purpose of Cost Accounting 
The strength of any argument in favour of any 
type of costing is founded purely on the object 
of the costing operation — the information which 
it is established to produce. If accounting in any 
form is justified at all, it is justified because it 
gives information enabling the business to be run 
at optimum profit; because it enables management 
to know the financial implications of their de- 
cisions, and to take action to control the financial 
outcome. All accounting is directed to these ends, 
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and the distinction between ‘cost’ accounting and 
‘general’ accounting is made by a purely arbitrary 
dividing line of functions arising not out of the 
nature of the work done, but out of historical 
accident or organizational requirements. 

Accounting exists to provide control inform- 
ation. What then is the nature of this information 
Consider first a simple trading account, ignoring 
for the moment any adjustment of work in 
progress. 


"TRADING ACCOUNT 








Materials purchased .. 65,000 Sales .. £100,000 
Productive labour 10,000 
Other EE 20,000 
Profit .. 5,000 
£100,000 Á 100,000 








The business is making £5,000 profit on {100,00 
sales. Why £5,000? Why not £10,000? Why 
profit at all? 


Where Does the Profit Arise? 
If this is a business making more than one product, 
the first reaction of management to the above 
statement might well be to inquire on which 
products the profit mainly arose; and the trading 
account might then be transformed as follows: 


"TRADING ACCOUNT 





























Product A Product B Total 
Sales . £40,000 £60,000 100,000 
£ 
Materials purchased 30,000 35,000 5,000 
Productive labour f 7,500 2,500 10,000 
Other , identifi- 

able with products .. 14,000 3,000 17,000 
51,500 40,500 92,000 

Profit or (loss) identifiable 
with products (11,500) 19,500 8,000 

£40,000 £60,000 

Other expenses not identi- 
fiable with products .. 3,000 
Profit £5,000 


Here is a traditional cost statement; and this in 
bare essentials is the process of historical costing. 

The problem still remains of apportioning those 
overheads not identifiable (or not readily identifi- 


able) with product costs. An enthusiast for marginal 
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costing might be able to claim that these were, 
in effect, those irreducible 'fixed' charges which 
are incurred irrespective of productive operations, 
and that any attempt to incorporate them in 
product costs is wasted effort. The purpose of 
productive operations is to provide sufficient 
‘margin’ to cover these expenses and provide a 
profit. In general, however, this line of thought 
is by-passed, and untold efforts have been ex- 
pended in devising methods of identifying such 
costs with product lines, and in justifying such 
identification when it has been made. 


Leger 


What Profit Should be Made g 
Disregarding these refinements, however, it must 
be apparent that the statement produced above 
has not really provided control information at all. 
All it has done is to give certain preliminary in- 
formation for further research; and the obvious 
questions now are (i) why do we lose money on 
product A and (ii) how do we achieve such a 
high rate of profit on product B? In other words, 
are we achieving the results we would have 
expected? 
> Itis at this stage that management control can 
truly be exercised. No business 1s operated blind- 
fold. There must be somewhere a works estimate, 
a quotation, a profit plan, or at worst, and least 
effective, a previous operating result.The labour 
ef producing product costs therefore has achieved 
nothing except to prompt more urgently those 
questions which are basic to business control — 
how are we progressing against our profit plan? 
The work of making such comparisons has not 
yet begun. 

It is the object of, and the justification for, 
standard costing that it produces from the very 
outset precisely these comparisons. Standard cost- 
ing defines and evaluates shortcomings against 
plan, and brings them immediately to manage- 
ment notice for corrective action. 


Does Management Require Actual 
Product Costs ? 
It may be argued that, having taken all possible 
corrective action on costs, management must also 


consider the adjustment of selling prices; and that. 


for this purpose actual product costs are necessary. 
Even where selling prices are extremely sensitive 
to cost it will be found in practice that in the 
majority of cases a simple application of current 
variance percentages to the various components 
of standard product cost will give accurate current 
cost information. 

- Tf costs are being collected by job or process, 
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the variance accounts will-be similarly analysed. 


` If an undifferentiated flow of material or labour 


enters a variety of products, then variances applic- 
able to the input may reasonably be applied 
impartially to the standard product costs. 
Difficulty arises only where a large input range 
of components or materials has a scattered applic- 
ation to a range of products, some items being 
individual to a product and some common to two 
or more products. The sheer volume of items may 
make accurate identification of variances with 
products impracticable; but in such a case it will 
normally be found that groups of components will 


' Show. common variance trends, and group vari- 


ances will be sufficiently accurate for product 
costing. 

Similarly with labour; excessive departmental- 
ization will have to be avoided, and operations be 
grouped according to the similarity of their 
variance trends. 

It may be born in mind also that any product 
cost is accurate only within the terms of the over- 
head apportionment conventions currently ac- 


cepted; so that in practice, a trend of costs is 
ihabitually regarded, rather than individual actual 


figures. Variance application may not give an 
identical product cost with built-up figures, but 


.the cost trend of the product should not be 


affected. 

Having said that current costs can be developed 
by variance allocation, however, one must still 
realize that selling prices will normally be based 
on a planned (or standard) cost; and that it will 
seldom be possible or desirable to alter selling 
prices for every variation in actual cost. Significant 
variances which cannot be brought under control 


must involve changes of standard. Insignificant 


variances do not provide sufficient reason for 
changes 1n selling price. 


Labour Savings under Standard Costing 


‘It is maintained, therefore, that standard costing 


is in fact the desirable end of all accounting 
activity, and that historical product costs are an 
inadequate substitute. From this it follows that 
whether manual or mechanized accounting meth- 


ods are in use, the objective of those methods . 


should be the production of analyses from 
standard. As with all information processing, how- 
ever, the value of the information must be weighed 
against the cost of obtaining it. 

So far as manual methods are concerned, the 
comparison of the man-power requirements of 
standard costing against those of historical costing 
will depend on: 
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.. (a) the volume of work involved in building up 
^. historical costs, and ` 


(b) the degree of detailed variance analysis 
necessary to give meaningful control inform- 
ation, and to enable the reconstruction of 
current actual product costs when required. 
In general, however, the number of variance 
headings will not be so important as ` 


Le the precise form and degree of refinement 
of the historical costing methods already in 
use. 

For example, if standard job times are already 
set, then standard costing will be applied merely 
to evaluate off-standard minutes which are already 
subject to management scrutiny at some level. 

if, as. is normal, suppliers! invoices are 
checked for price against a catalogue, specification, 
or order, then the further comparison against a 
standard price record need not be an onerous task. 

‘To summarize, the major consideration is 

likely to be the complexity of the existing cost 
build-up, whether on a job or process basis; so 
that thé greater the volume of work per product, 
the greater should be the saving from standard- 
izing the cost of that product. 


Types of Staff Geer 


n is often assumed that the elimination of build- 
up costing and its replacement by variance analysis 
will result in a shift in emphasis from lower to 
higher skills in the accounting organization. 
Distinction must be drawn here, however, be- 
tween the establishment of standards, the ex- 
traction of variances, and the interpretation of 
results. 'T he interpretative function we may regard 
as either unchanged or reduced in volume, since 


we have premised that an effort at interpretation. 


for management control on variance lines will be 
made whatever the cost information available; 
under standard costing a great deal more var- 


iance information will be available automatically 


as a result of the costing processes. 

The setting of standards is not likely to offer 
great difficulty in the realm of material prices or 
labour rates, since current prices and rates will 
normally be adopted as basic standards. Material 
usage standards may not exist in a greatly refined 
form, but some detailed analysis of actual utiliz- 
ation must inevitably have been made for estim- 
ating or price-fixing purposes. 

It is labour efficiency standards that may be un- 
familiar in an organization changing to standard 
costing, but the establishment of these is an 
engineering rather than a costing function, and 
will affect requirements of specialized staff rather 
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than involve transfers of less skilled employees. 
Labour minute allowances once set must be re" 
viewed continually, so that if rate-fixers were not- 
previously employed there will in future be a 
permanent requirement for them. 

So far as the other cost standards are concerned, 
once set they will not normally be changed more 
frequently than once a year for any given job. 
The. requirement here will be for spasmodic 
extra effort by existing senior staff. 


Standard Costing a Simple Process 
Once standards are set, there remain the two 
functions of 
(a) classifying variances, and 
(b) performing the necessary accounting caret: 
ments. 


The classification of variances will again be a 
matter of coding existing information rather than 
carrying out any new form of research. 

We are left, therefore, with the pure book- 
keeping work, and here the routine operations of 
calculating and coding variances between actual- 
price documents and standard records seems to 
me no more skilled than the existing posting 
operations from one actual-price record to another. 
The element of choice exists in the selection of the 
correct variance account rather than in the 
choice of the correct job or process account for 
posting purposes. 

These routine operations should be equally 
foolproof under either system, and there certainly 
does not appear to be sufficient increase in com- 
plexity to cause any protracted delay in the ; 
realization of whatever staff savings the change of 
system does make available. 

Even should such delay arise that the benefit 
of staff savings were not felt up to the time a 
computer became available, the manual change- 
over would have been worth while, because it is 
much easier to programme for a computer a 
system that is already in use, than to plunge into 
unfamiliar routines at the same time as introducing 
an unfamiliar machine. 


The Use of Computers for Costing 


In discussing job times on computers in general 
terms, one is faced with the difficulty that EC, 
time to stored information will vary according to 
the type of store used, and also according to the 
form in which information is stored. The latter 
factor may be influenced by other applications of 
the same computer (justas under manual methods, 
the sequence of filing purchase orders, for ex- 
ample, for invoice checking might be different 
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from the sequence most suitable for pricing 


requisitions), and also by the nature of the stored 
data (for example, where due to common parts 
the components of a product cost cannot be given 
a uniform code indication). 

The computer run time, however, is so very 


short in relation to clerical time for the equivalent . 


operation that a quite considerable margin of error 
will not invalidate comparisons between the two 
methods. l 

The major items affecting the total time of 
computer operations are the preparation of input 
—media (punched cards, or some form of tape or 
wire) and, in some cases, the printing or punching 
of output. With high-speed printing devices the 
latter operation is now less significant. 


Handling Input Information 
Whatever system be used, historical or standard 
costing, whether by hand or by machine, certain 
originating documents will always be needed; 


documents such as clock cards or other form of - 


time record, invoices for purchased material and 


services, stores requisitions, and returns of pro-'/" 


/ duction. The three basic operations which may be 
performed on these documents in working up 
cost records are evaluation, analysis (posting), . 
and summation. 


Under manual operation these can all be lengthy ~ 


operations, analysis being the most laborious and 
summation generally the least. The clerical ad- 
vantage of standard costing under a- manual 
system is that it replaces a posting operation by 
an evaluation of variances. For example, material 


requisitions under historical costing would be- 


evaluated at actual price and posted to job or: 
component cost records, and these records might} 

en be summated to give a product cost. Under 
standard costing the requisitions would be valued 
twice - at actual and at standard price (assuming 
that variances had not been written off previously), 
but there would be no posting or summation of 
product cost, so that time saving should be 
achieved. In either case there is direct access 
to the documents of prime entry. 

Using a computer, both evaluation and sum- 
mation are performed at high speed, and whether 
historical costs or variance analysis is required, 
there will be little variation in total run time of 
the computer, though one might reasonably ex- 
pect this to be reduced if there is no regular 
requirement for historical costs. With either 
System of costing, however, there is at present no 
possibility of direct access to documents of prime 
entry. Each originating entry must be recorded 
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on tape or punched cards before the computer 
can deal with it; and it is this preparatory work 
which will take probably as long as a manual 
posting operation would have done. 

The net saving of time with a computer, there- 
fore, will depend largely on the intelligent order- 
ing of input information to give ease of access, 
and on the number of different purposes for which 
one set of input information can be used. As the 
same basic information will be rquired for both 
historical and standard costing, the impression is 
reinforced that a computer can handle either 
system with equal ease and efficiency. 

- It is worth noting that with a small computer, 

variance analysis might be done by a card sort 
and tabulation by electric or mechanical means, 
thus freeing the computer for more purely math- 
ematical operations. 


Storage of Information 

As storage units.can represent a high proportion 
of the total cost of a computer, it is worth com- 
paring historical and actual costing from the point 
of view of storage capacity required. The basic 
comparison would appear to be between the 
storage of a series of unit standards (for variance 
analysis) and the storage of the detailed build-up 
of a series of products. 
^ This detailed build-up might take one of several 
forms, including 

(a) works standard hours and material specific- 

. ations for evaluation periodically at actual 
: prices and efficiencies; 
(b) daily actual input data for periodical sum- 
marization; l 

. (c) cumulative detailed cost summaries. 
In view of the fact that under standard costing the 
storage requirement would be for one standard 
for each type of input, whereas under actual 


costing the breakdown of input between products — 


would be required, standard costing should 
normally require the less storage space. 


Conclusion 

It would appear therefore that the introduction 
of a computer has little bearing on the decision 
to adopt standard costing; except that on the 
grounds of reduced storage requirements, stand- 
ard costing may in some cases be preferable. 

The decision as to whether standard costing or 
historical costing shall be used depends on an 
assessment by management of the relative values 
of the types of information produced by the two 
systems. For*the reasons already given, standard 
costing must in general have a clear advantage 
from the point of view of management control. 
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New President of the Irish Institute 


Mr George F. Klingner, F.c.a., was elected President 
of The Institute of Chartered Accountants in Ireland 
at the Institute's 
annual meeting 
held in Dublin on 
May 4th. 

Mr _ Klingner, 
who has served as 
Vice-President 
since I955, i8 a 
senior partner in 
the firm of Stokes 
Bros & Pim, Char- 
tered Accountants, 
of Dublin. He was 
admitted to mem- 
bership of the In- 

i T stitute as an 
Associate in 1925, was elected a Fellow in 1933 and 
was co-opted to the Council of the Institute m 1951. 

Mr Klingner is a past chairman of the Dublin 
Society of Charered Accountants and a past 
president of The Institute of Bankers in Ireland. His 
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other appointments include those of chairman of 


the Royal Bank of Ireland Ltd and governor of 
the Rotunda Hospital. He is also a member of the 


finance committee of the Representative Church . 


Body of the Church of Ireland. 

The new Vice-President of the Institute is Mr 
James Walker, F.c.a., GA. Mr Walker is a partner 
in the firm of Craig, Gardner & Co, Chartered 
Accountants, of Belfast, and is chairman of the 
Electricity Board for Northern Ireland and a member 
of the board of the Ulster Transport Authority. 


The Irish Institute’s Year 


The report for 1956. of the Council of The Institute 
of Chartered Accountants in Ireland records the 
notable fact that the membership has now topped the 


1,000 mark, the exact number at the end of the year. 


being 1,002. If the integration scheme, already 
accepted by the Irish Institute as well as by ‘the other 
two chartered bodies is approved by The Society of 
Incorporated Accountants, then there will be a 
further accretion of numerical strength of 350 
members. 

The Institute’s income and expenditure account 
for 1956 showed a deficit of £88 as compared with a 
surplus of {269 for 1955. At December 31st, 1956, 
the accumulated fund stood at £6,333. 

The examination results in 1956 continued to be 
disappointing. Only about one-third of the candidates 
for the Intermediate and Final examinations were 
successful. In his speech at the sixty-ninth annual 
meeting of the Institute held last Saturday in Dublin 
and reported on another page, Mr Frank Cleland, 


ACCOUNTANT 


Weekly Notes 


while he serves his articles of clerkship at a nominal 
‘salary. The recommendations of a committee 
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F.C.A., points out that young men are being dis- 

couraged from entering the profession by the low 
pass rate which is made to appear worse than it is 
by the chronic failures of candidates ill fitted for 
accountancy work. Another deterrent is that the 
immediate rewards of other occupations tend to 
obscure the long-term advantages obtained by 
becoming a fully-qualified accountant. In many 
instances, he said, the choice of a career is dictated 
by the economic circumstances of parents who 
cannot afford to maintain their son for five years 


appointed by the Council in 1956 to review the 
Institute’s examination system are now being con- 
sidered. 


Partnership Charges: A Revenue Relaxation 


It has been the invariable practice of the Revenue 
hitherto to raise assessments under Section 170 of. 
the Income 'Tax Áct, 1952, on partnerships whose 
retainable charges exceeded their income, even 
though the individual partners had taxed income 
sufficient to cover the partnership charges. This 
week, however, the Revenue announced their aban- S 
donment of this practice, having now been advised 
that it is incorrect. Accordingly, they will in future 
raise no objection to an individual partner's share of 
partnership charges being regarded as 'franked' for 
income tax BEER be his private investment 
income. 

The Revenue's statement recalls that the Royal 
Commission recommended in their final report 
(Cmd. 9474, paragraph 513) that there should be a 
change in the basis of Section 170 assessments on | 
the excess of partnership charges over partnership 
income, and that the excess should be regarded as 
franked to the extent that,.on being apportioned 
between the partners according to their interests, 
it would be covered by taxed personal income of 
the individual partners. Assessments under Section 
170 will now be made on that basis. 


Orders and Invoices 

Evil communications, said St Paul, corrupt good 
manners. In commerce, faulty communications can 
corrupt good relations with suppliers and with 
customers. Conscious of this, the National Hardware 
Alliance of 19-21 Hatton Garden, ECx, has just 
issued two leaflets, each containing ‘twelve golden 
rules’ to be applied to the design and use of order 
forms and invoices. Among those applicable to 
order forms are the injunctions that they should be 
specially printed and used only for the specific purpose | 
of ordering. They should be quarto size, if possible, 

and should state the company’s name, correct postal ~ 
address and telephone number. The date and order 
number should be prominently shown and the latter 
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printed in a different colour. Each order should be 

clearly written (or preferably typed) and particulars 

. should. be given as to the address to which goods 
should be delivered, the method of delivery and any 
date (e.g. early closing day) on which they should not 
be delivered. The word ‘ditto’ should be avoided 

' where possible and any orders confirming a telephone 
or verbal order should be so marked in order to 
avoid possible duplication. The order should always 
be signed and a copy should be kept. 

With regard to invoices, the same rules as to format 
and the inclusion of relevant information hold good. 
Purchase tax details should be clearly stated as 

~ghould also the customer's order number, recom- 
mended resale prices and arrangements for the 
charging and return of packages. The unit of quantity 
should always correspond with the unit of price and 
the prompt dispatch of invoices, within twenty- 
four hours of sending the goods, is important. | 

In issuing these precepts, the Alliance states that 
it does not wish to create precise standards for these 
documents. Its intention is to keep in the forefront 
principles which, although fundamental to good 
business relationships, are often forgotten. 


Radcliffe Committee of Inquiry into Monetary 


„and Credit System 


The Chancellor of the Exchequer announced on May 
3rd the names of the members of the Radcliffe 
Committee!, which has been set up to inquire into 
the working of the monetary and credit system and to 
make recommendations. 

The Committee is under the chairmanship of 
The Rt. Hon. The Lord Radcliffe, opp. and the 
other members are as follows: 

Professor A K. Cairncross, C.M.G.  . 

The Rt. Hon. Sir Oliver Franks, G.C.M.G., K.C.B., C.B.E. 

The Viscount Harcourt, K.C.M.G., O.B.E. 

Mr W. E. Jones. 

Professor R. S. Sayers. 

Sir Reginald Verdon Smith. 

"Mr George Woodcock, c.B.&. 

Sir John Woods, G.C.B., M.V.O. 


The inquiry will be primarily directed to reviewing 


the working of the system in the conditions of today, . 


taking particularly into account the great influence 


now exerted upon it by the public finances and the 


need to maintain a high level of savings and invest- 


ments. It will be concerned with the achievement of . 


the best possible system of money and credit while 
E to the full the United Kingdom's inter- 
fı tional obligations, in respect of the exchange rate 
and in other matters. 


—-Mr R. T. Armstrong of the Treasury is Secretary 


to the Committee. 


The A.E.U. and the Inquiry 


There seems every likelihood that the Amalgamated 
Engineering Union will favour the 6$ per cent offer 
‘with strings’ rather than the 5 per cent basis put 


! See The Accountant, dated April 13th, 1957, at page 414. 
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forward as alternatives by the Court of am in the. 
engineering wages dispute. It is always possible that 
the Confederation of Shipbuilding and Engineering 
Unions will not endorse this attitude but the influence 
of the A.E.U. is paramount and its views on key 
policy matters usually are accepted. l , 
The claim in favour of the larger offer is that it 
will keep the industry free of wage disputes for a 
year. The other conditions attached to the larger 
offer concern matters which have been written into 
wage agreements before in the engineering industry 
— with remarkably little result. Behind the settlement 
proposed by the Court is the inference that there 
should be some sort of national wages policy for 
engineering and that there should be a good deal 
of tidying up in a wages structure which is above 
all else a maze of local modifications and exceptions 
on a national series of formulae. ond 


Institute of Taxation Annual Meeting e? 
The annual meeting of the Institute of Taxation 
was held in London on April 3oth. During the 
course of his address, Mr James Wood, President of 
the Institute, made a strong plea for an increase in 
the income tax personal reliefs. Quoting the corres- 
ponding figures obtaining in 1920-21, thirty-six 
years ago, Mr Wood showed that the increases 


— since then were quite trivial when one bore in mind 


the fall in the value of money in the same period. 
'There had of course been a substantial increase in 
child allowance but that was of no benefit to the 
millions of childless taxpayers. 

Mr Wood made a timely plea for some simplifi- 
cation in tax legislation, pointing out the complexities 
of the new Finance Bil. 


The National Association of Mixed Clubs and 


- Girls’ Clubs 

. Sir Harold Howitt, G.B.E., D.8.0., M.C., D.C.L., F.C.A., 

. has recently accepted an invitation from Lord Kennet 
of the Dene, P.C., G.B.E., D.3.0., D.3.c., Chairman of 


The National Association of Mixed Clubs and Girls’ 
Clubs, to join the Association’s Finance, Industry and 
Commerce Committee. A vice-president of the Lon- 
don Chartered Accountant Students’ Society, Sir 
Harold was formerly a member of the Council of 
Toynbee Hall and a member of the executive com- 
mittee of the Boys’ Hostels Association from 1932-54. 

Lord Latham, J.P., F.A.C.C.A., a past president of The 
Association of Certified and Corporate Accountants, 
and Mr Stanley J. D. Berger, M.C., F.C.1.8., Director 
and Secretary of The Institute of Cost and Works 


.Accountants, are also members of the committee. 


The Association, which is concerned with youth 
work among the 14 million young people of 15 to 18 
years of age, is making an ‘Appeal for Youth’ 
sponsored T The Lord Mayor of London, Sir 
Cullum Welch, ong. M.C., which it is hoped will 
enable the Association to establish and staff more 
clubs in new towns, housing estates, city centres 
and rural communities. 
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= Finance and Commerce 


Demand for equities continues the main feature of 
the stock-markets with buyers still prepared to ignore 
currently squeezed Pu. margins. Bini is selective 
and centres on the electrical and engineering 
issues as well as in oil aires 


Townsend Ferries 
This week’s reprint gives an accountants’ report taken 
from an advertisement published on July 23rd, 1956, 
for thé purpose of obtaining a quotation for the 
24 million 4s ordinary shares of Townsend Ferries 
& Shipping 1 Ltd. Formerly a private interest running 
the well-known Dover-Calais car and passenger ferry 
service, the public company was formed on July 
13th last year. 

As an example of the form such a report takes, the 
- reproduction is interesting in itself. It was the prelude, 
however, to a series of dramatic events. The chief 
characters when the story opened were Mr S. M. 
Townsend, chairman and founder of the company, 
his son, Mr A. D. Townsend, and Mr T. C. Webb, 
who had a lifelong association with the business. 

A placing was arranged of r$ million shares at 55 
each. By the middle of October, the Stock Exchange 


was notified that Surprise Mining & Finance would: s*there was still no answer to the question as to wha 


be making a bid for the shares and a telegram was 
received by the company's solicitors, stating that 
1,100,000 shares bad already been acquired. With 
November a week old, further announcements 
followed that Mr G. S. Nott, Mr R. B. Wickenden, 
and.Mr B. W. Stephenson had been co-opted to the 


board and that the offer had been dropped in view ` 


of evidence that it would.not be accepted by the 
requisite majority. 


Bid for Shares 

But in January there was an offer of two 4s ordinary 
units in S.M.F. (Holdings) formerly Surprise 
Mining & Finance, for every seven ‘Townsend shares. 
Messrs Peat, Marwick, Mitchell & Co, Chartered 
Accountants, were asked by the company to advise, 
and their report concluded: 'In all these circum- 
stances, we cannot advise you to recommend Ge 
shareholders to accept the offer.’ The offer la 
through insufficient acceptances. At the end of aa 
 uare, Mr Vernon Gregg, A.8.A.A., of Messrs Milne, 
Gregg & Turnbull, Incorporated Accountants, was 
appointed a director. S 

‘Two months later shareholders were notified of an 
extraordinary general meeting to remove the two 
Townsends, Mr Webb and Mr Gregg from the board 
and. on April 17th, their removal was accomplished. 
Voting for the removal of the 'l'ownsends were 
forty-four holders with a total of 1,198,771 votes; 
against were 1,564 holders of 1,139,530 votes. For the 
removal of the other two gentlemen, the voting was 
similar. 
The gaps in the story can be filled in from the 
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statement by Mr S. M. Townsend at the meeting. Tt 
was essentially a shipping company, he said. Its main ` 
working asset was the 8.8. Halladale, an ex-frigate, 
which was a bargain when bought for £120,000 but ` 
which would cost over ZE million to replace. 


Attracted by Cash 
Following sound shipping practice, they had provided 
large sums for replacement. The July statement, it 
will be noted, showed £467,000 in cash, of which it 
was intended to invest not less than {400,000 to 
return 6 per cent per annum. 

It was this publicity, said Mr ‘Townsend, which 
had attracted the attention of those whose business 
was finance and a substantial shareholding had been 
acquired by the Nott-Wickenden-Stephenson inter- 
ests. These gentlemen, he said, had been co-opted to ` 
the board as a form of appeasement. Now they wanted 
a completely. free hand to put the company’s cash 
into schemes which had not been disclosed. They 
would not.brook opposition, 

Some sixty shareholders attended the meeting, 
almost wholly in support of the Townsend element. , 

But it was of no avail, and as the meeting closed, 


the new controlling interests proposed to do with 
the company’s money saved up for a new vessel. 


Internal Insurance Reserve , 

"Internal reserves' can have more than one meaning 
in the accounts of a shipping company and it is a 
point that might well have occurred to us in our 
review of the Peninsular and Oriental Steam Naviga- 
tion Company's accounts in our issue of March 30th. 
For such a company, which sets good example by 
refusing to take advantage of the legal latitude for 
shipping companies in the matter of publishing 


reserves is hardly consistent. E 
As Mr J. Mitchell, c.a., the company’s chief account- 
ant, now assures us, when P. & O. describes insurance 
reserves as ‘internal’ it indicates that some of its 
insurance risk 1s carried by the group instead of being 
placed in the market. And any part of the insurance 
reserve which is in fact a free reserve is included 
with reserves on the face of the balance sheet. 
Mr Mitchell agrees, however, that the wording 
used in the reconciliation of the group reserves in 
the accounts is capable of other interpretation, and 
says: ‘We are grateful that your. review has indicated _, 
to us a weakness in the wording of our reserve r 
ciliation which we shall try to eradicate next year.’ 


Money Market 
With the market’s bid raised to {99 is 4d the 
Treasury bill rate was cut to an average £3 14s 9d on 
May 3rd the lowest since April 1955. Applications 
totalled £366,310,000. This week’s offer is {200 
million. 
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ACCOUNTANTS’ REPORT.—The following Is a copy of the Report of Messrs. WY. B. Keen & Co., Chartered Accountants (the Auditors to the 


Company) and of Messrs. Franklin, Wild A Co.. Chartered Accountants;— 


To the Directors of 


Dear Sirs, 


^ 


TOWNSEND FERRIES & SHIPPING LIMITED and of WHITEHEAD INDUSTRIAL TRUST LIMITED 


18th july, 1956, 


We have examined the audited accounts of Townsend Bros. (Shipping) Limited for the period Ist July, 1945 to 31st December, 1955 and Townsend 
Bros. Ferriez Limited (Its Subsidiary Company) for the ten years ended 3!st December, 1955, 


I. PROFITS.—Wve report that the profits of Townsend Bros. (Shipping) 
“Limited and Townsend Bros. Ferries Limited for che ten years ended 3lst 


December, 1955 on the basis set out below were as follows:— 





Tre pron shown In Cols. (2) and (3) above are In accordance with the 
audited accounts (apportioned on a time basls where necessary) after 











(1) The amounts sat aside by the two 
m~ Schadule “D”, 1956/57, aggregate £6 


(2) ihe two companies have Progen rellef for non-distribution In respect 
of Profits Tax amounting in the ageregare to approximately £113,000. 
which, in the avent of su uent p ds West exceeding orofic Hin 
after 3ist December, 1955, may give rise to distribution charges. 


rei oo ntes for future Income Tsx, 


(3) There Is a claim pending against Townsend Bros. (Shipping) Limited In 

ria Egyptian Courts involving & sum of approximately for Import 
uty. 

(4) Since 3ist December, 1955, Townsend Bros. (Shipping) Limited has 

purchssod, for che sum of £500, the whole of the issued share capital 


of Black (Shipping A Forward!ng) Limited, which carries on a very small . 


business as shipping and forwarding agents. 


^ under which traffic recaps se 


wt 


. Serene all working expenses but (a) before charging taxation, depreciation 


directors' emoluments (Including emoluments of employees who are 

ie? directors), (b) before crediting dividends and Interest received, and 
(c) after making such other adjustments as we have considered appropriste. 
The profits shown In Col. (3) above include the following benefits 
recelved under tho poner arrangements referred to In the paragraph 
headed ‘Profits and In the Advertisement for Public Information, 
led SC diris in fix no c viz., 
3—£20.557, 

in force in 


[947—43,366, 1948-—£1,256 
1954— £41,070, 1955 —£44, Sach No SC en SE were 
the years 1946, 1950 and 1951, 

The amounts shown for depreciation in Col. (5) above are tho amounts 
allowed for taxation purposes including initia] and balancing allowances 
but not Investment allowances, and, after deducting balancing charges, are 
in the aggregate £1,990 more than the amounts charged in the audited 
accounts for depreciation. 

The total of directors’ emoluments for the year ended 3lst December, 
[955, was £6,825. The directors’ emoluments and registrars’ fees on the 
basis of the arrangements now In force would have been £11,048, 


-H NET TANGIBLE ASSETS.— Wae also report that the net tangible 
assets of Townsend Bros. (Shipp ping) Limited and Townsend Bros. Ferries 
Limited based on the last audi Balance Sheets as at 31st December, 
1955, were as follows:— 









































4 Tona ae UM ee ee 
Fixed Assats— £ £ £ £ £ £ £ £ £ 
T.S.S. Halladale **9€94*825525 9$5229224954*523-242« EUM = — 127,785 55,184 72,601 127,785 55,184 72,601 
Motor Vehicles trysorau *e6999^»9537255.592992*9À*5542225 6,290 1,790 4,500 367 267 100 6,657 2,057 4,600 
Office Furniture,.......... ^*.".eoecsotut&ámeocats D 1,512 74 >- 770 —Ó — TI 1,512 742 770 
7,802 2,532 5,270 128,152 55,451 72,701 [35,954 57,983 77,971 
investment in and Debt Due by The Subsidiary Company— - 
Investment— 
Deferred Shares 3.961 = 
Preferred Shares ee EE ees ERR a b 
Current Account eau See H1,164 — 
Dividends Accrued (Net—since pald) . dada vx 1,219 — 
emm 16,344 — 
Current Assets— 
Trade Debtors pe eege . . D ee * D D 19,803 [1,894 31,697 * 
Prepald Expenses —— E 285 ,560 5 
Directors’ Current Accounts (since pald)...... : 67 — 67 
Cash st Bank and in Hand AA 64,859 402,484 467,343 
Unquoted Investments at Directors’ Valuation .. 3,596 — 3.596 
88,610 419,938 508,548 
We Current Líabilities— 
Trade Credit ors *94*€695952495832326592*8595*522x27 CR? 7,271 4, 11,744 
Accrued $a sss E E E 2,405 12,911 15,316 
Currant Taxation 1... eonun RE AEN veces e 8,559 53,976 62,535 
Proposed Dividends (Net—alnce paid) . wid 4,312 4 8,519 
Due to Parent Company *994€8a29295029»9404494952 tres. — 12,383 -— 
: 22,547 87,950 98,114 
Net Current Assets AE Weg , 66,063 331,988 410,434 
Net Tangible Assets ........... EE SEA : £87,677 £404,689 £488,405 
NOTES: lil. TOWNSEND FERRIES A SHIPPING LIMITED.—We also 


r as follows with respect to Townsend Ferries & Shipping Limited:— 

(a) it was Incorporated on the (ärch July, 1956, with a capital of £100 and 
ee e [8th July, 1956, its capital was Increased to £500,000 divided 

Into 2,500,000 Ordinary Shares of 4s. each. 

(5) Ie has issuad 7 Ordi Shares of 4s. each for cash at par. 

It has Issued 2,373 Ordinary Shares of 4s. each, credited ss fully 
paid, as rhe aggregate consideration for the acquisition of the whole of 
the issued share capital of Townsend Bros. (Shipping) Limited and of 
47,006 54 per cent. Cumulative Redeemable Preference Shares of £l 
each and |7,444 Preferred Ordinary Shares of CL each In Townsend 
Bros. Ferries Limited. 

(d) it has not made up any accounts o a (eg dividends. 
u 


‘Yours fal 
. B. KEEN & CO. 
FRANKEN, WILD & CO. 
Chartered 
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Reports of Public Companies 


THE ACCOUNTANT 
ANNUAL AWARDS 


The names of the winning companies in 1957 of THE ACCOUNTANT ANNUAL 
AWARDS for reports and accounts of:public companies are now announced. 

There was a considerable increase in the number of entries compared with 
previous years. 


All those reports and accounts presented at annual meetings held within the. 
‘year ended December 31st, 1956, which were entered for the 1957 Awards, were 


is subjected to a preliminary screening by reference to standards of qualification 


determined by the Panel of Judges, and a number were selected for submission to 
the Panel for final decision. Following their detailed consideration of these the 
Panel have made the Awards for 1957 to: 
THE UNITED STEEL COMPANIES LTD 
and 


TRAWLERS GRIMSBY LTD 


. It was announced in 1955 that consideration would be given to the making of an 


Award to a 'smaller' company requiring less complex accounts and the 1957 Award 
in this category has been made to Trawlers Grimsby Ltd. 

The Awards, which are of equal rank, take the form of a pair of hand-made 
silver wall sconces inscribed with the name of the winning company and specially 
designed with ancient and modern symbolism depicting commerce and accountancy. 


Presentation by the Lord Mayor of London 
The Lord Mayor of London, Colonel and Alderman Sir Cullum Welch, opp, M.C., 
has kindly agreed to present the Awards in June at the Mansion House. 


The Awards 
THE ACCOUNTANT AWARDS, which were instituted in 1954, are made annually 
to companies whose shares are quoted on a recognized stock exchange in the 
United Kingdom, in relation to the form and content of the report and accounts as 
issued to their members. 'The Panel of Judges attaches particular importance to the 
adequacy of the information given and its presentation. 


The Panel of Judges 
The following are serving on the Panel of Judges: Mr Montagu Gedge, Q.c., Chair- 
man; Mr W. L. Barrows, J.P., F.C.4.; Mr Donald V. House, r.c.4.; Mr C. I. R. 
Hutton, B.A., GA: Lord Latham, J.P., F.A.C.C.4.; Mr Bertram Nelson, C.B.E., J.P., 
F.S.A.A.; Mr G. Tyser; Mr Arthur E. Webb, Editor of The Accountant. 


Winners of the 1957 Awards Announced 





May 11th, 1957. 
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"Current Law 


Bower to Benefit Employees and Dependants 
Re Sayer Trust, MacGregor and Another v. Sayer 
and Another ({1956] 3 All E.R. ‘600) shows how 
important it is that a trust for the benefit of em- 
ployees should. be in terms which make it quite 
clear who is to be within its scope. The settlor had 
by trust deed set up a fund for the benefit of the 
employees and ex-employees of the company, of 
which he was governing director, and their widows, 
their infant children or other ‘infant dependants of 
any such employees or ex-employees’ and ‘other 
dependent relatives of any such employees or ex- 
employees’. 

‘The fund was administered by a committee of 
management who had a discretion, in the event of 
the company being wound up, to apply the fund, or 
any part of it, to the purchase of annuities for any 
beneficiaries for the time being in receipt of allow- 
ances out of the fund or for other eligible persons, 
and to use the surplus for the benefit of employees 
and ex-employees of the company. Questions arose 
as to the validity of the trusts for “infant dependants’ 
and ‘other dependent relatives’ and as to the powers 
exercisable by the committee in the event of winding- 


Upjohn, J., held that the trusts for ‘infant depend- 
ants’ and ‘other dependent relatives’ were valid, and 
also the power to purchase annuities on winding- 
up. The powers of the committee in respect thereof 
were not trust powers, but powers collateral, and 
accordingly it was not necessary that the whole class 
of beneficiaries should be ascertained or ascertain- 
able; it was enough if it were possible to decide with 
sufficient certainty whether any particular praeposttus 
was an object of the powers or not, and it did not 
seem too difficult for the committee and, if necessary, 
the Court, to decide in any particular case whether 
'& person qualified for benefit as a dependent relative. 
— The learned judge held, however, that the trust 
to distribute surplus assets on a winding-up was void 
for uncertainty, because it was, on the facts, impos- 
sible to ascertain the members of the class entitled 
to benefit; accordingly, there was a resulting trust 
of the surplus for the settlor.. - 


Defective Title to Land: Buyer's Right to 
Insurance Policy of Indemnity ' Sr 3 
The plaintif in Manning v. Turner and Another 
([1956] 3 All E.R. 641) agreed with the defendants, 
in 1954, to buy a house from them. It then became 
own to the plaintiff that the house had been given 
to the defendants in 1953 and accordingly was con- 
tingently liable for estate duty till 1958. To protect 
herself against the possibility of a claim, the plaintiff 
required the defendants to obtain an insurance 
indemnity in her favour, but the defendants were 
prepared only to enter into a contract of indemnity. 
| The plaintff's solicitor wrote to the defendants 


saying that their client was not prepared to proceed 
with the matter and required the return of her 
deposit unless the requisite insurance was obtained. 
Correspondence followed, and some six months 
later the plaintiff rescinded the contract on the 
ground of the defendants delay in providing an 
insurance policy, and claimed the return of her 
deposit. The defendants then offered a policy and 
served notice on the plaintiff to complete, but she 
was by that time not prepared to do so. She sued for 
a declaration that the contract was rescinded and 
hat: be was entitled to the return of her deposit, 
while the defendants counterclaimed for specific per- 
formance on the footing that they would provide a 
olicy. 

: Sir Leonard Stone, Vice-Chancellor, in the 
Chancery Court of the County Palatine of Lancaster, 
held that the plaintiff was entitled to the policy for 
which she asked; this was a point on which there 
was no previous authority. The learned Vice- 
Chancellor also held that, on the facts, the plaintiff 
was entitled to rescind; having repudiated the con- 
tract on discovering the defect of title, she had then 
entered into further negotiations with the defendants 
and given them reasonable time in which to adjust 
the defect before she finally refused to carry the 
matter further. | 


Cost of War Damage Repairs 


In Re 34 Bruton Street, Westminster ([1956] 3 All E.R. 
656), the front wall of the premises 1n question had 
suffered war damage and when it came to be rebuilt, 
the district surveyor required the rebuilding also of 
part of the two flank walls, whereof the brickwork was 
loose, though they had not sustained war damage. A 
claim for a cost-of-works payment was duly sub- 
mitted to the War Damage Commission with a 
specification of the works carried out which were 
claimed to be in reinstatement of war damage. ‘The 
specification included the rebuilding of the flank 
walls as well as the front wall. The Commission 
determined that the cost-of-works payment was not 
to include the cost of reinstating the flank walls, 
and the lessee, Massey Estates Ltd, applied to the 
Court for an order that the determination be varied. 

Vaisey, J., held that in view of the district sur- 
veyor's requirements, the cost of reinstating the flank 
walls should be included in the cost-of-works pay- 
ment because, in the circumstances, the cost of 
complying with those requirements was necessary 
for reinstating the front wall and thus part of the 
proper cost of making good the damage thereto. 
His lordship stated the principle involved to be that, 
as a general rule, any preparatory remedial work ` 
which had to be done béfore the war damage could be 
made good, was work for which the proper cost could 
be claimed as part of the war damage itself, but 
uttered. the warning that the principle: must be 
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applied on common-sense lines and could not be used 
to warrant the expenditure of a very large sum to pre- 


pare the way for the making good of the war damage 
properly so-called at a comparatively trifling cost. 


Auctioneer’s Commission 


The plaintiffs in John Meacock & Co v. Abrahams 
(Loescher, Third Party) ([1956] 3 All E.R. 660) were 
auctioneers who were instructed by a second mort- 
gagee to sell certain property by auction, and were 
to be paid commission on the sale in accordance with 
the scale charges of the Chartered Auctioneers' and 
Estate Agents’ Institute. This scale contains the 
following provision: 
‘Sale before auction. In the event of any sale of 
the property, whether arranged by the auctioneer 
- or not, effected between the date of acceptance of 
instructions and the date of the auction, commission 
is payable to the auctioneer on the same scale as for 
a sale by auction.’ 


Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or. hold himself responsible for, the opinions expressed. 


Spoon-feeding the Auditors 


Sm, — One of our clients recently received from à 
London company, to whom the former sell goods, an 
end-of-year letter requesting (a) an invoice for all 
goods supplied to March 31st, 1957; (6) an audit 
statement; and (c) that this audit statement to be 
specially marked ‘audit’ and sent direct to their 
auditors. 

Our clients ask why they should prepare special 
audit statements and send them at their own expense; 
and if suppliers or auditors must have such inform- 
ation would it not be ordinary courtesy for a stamped 
addressed envelope to be énclosed? 

: Yours faithfully, 
G. A. & Co. 


Share Issues and Premiums : | 

Sim, Section 58 (1) (a), Companies Act, 1948, 
permits the redemption of preference shares out of 
the ‘proceeds’ of a fresh issue of shares made for the 
purposes of the redemption. In view of this, does the 
word ‘proceeds’ include premiums which may be 
receivable from the fresh issue of shares? If it does, a 
company possessing debentures repayable at a 
premium and which utilizes the share premium 
account to the full extent permitted by Section 56 (2) 
when making repayment, may effect a reduction of 
share capital without recourse to Section 66. 


For example: 





Issued capital — 
Ordinary £1 shares .. Sp .. 100,000 
Redeemable Preference shares (£1) .. 80,000 
180,000 
Debentures . 100,000 
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Before the date fixed for the auction, the property 
was sold privatély by the mortgagor, but the plain- 
trffs nevertheless claimed commission, based on the 


on a quantum meruit. As the mortgagor had under- 
taken to indemnify the second mortgagee, the second 
mortgagee, on being sued by the plaintiffs, brought 
the mortgagor in as third party. 

The Court of Appeal (Morris, L.J., dissenting) 
held that the clause quoted above covered a sale by 
the auctioneer's client before auction and probably 
a sale with his concurrence, but not a case such as 
the present, where the property was sold by a third 
person without the consent of the auctioneer's client, ` 
The plaintiffs! alternative claim failed because if, as 
in this case, commission is to be paid on the happen- 
ing of an event, there being a specific contract which 
goes off, a quantum meruit cannot be claimed; nor 
can an agent claim it where his principal has derived 
no advantage from what he has done. 


(a) The debentures are repayable at a premium of 
20 per cent (£20,000). e 

(b) With a view to redeeming the preference shares "y 
the company issues £60,000 £1 ordinary shares 
at a premium of 334 per cent (£20,000). 

Upon repayment of the debentures and redemption - 
of the preference shares the company's share capital 
would now be: 

160,000 Ordinary £1 shares `. . .. £160,000 . 

The premium of {£20,000 having been fully utilized ` 
in providing for the premium on the debenture, 
repayment has resulted in a reduction of capital of | 
the same amount. 

Has the Legislature created a loophole by virtue 
of Sections 58 (1) (a) and 56 (2)? 


ours fai y, ind 
EDWARD W. OWEN. | 
Sidcup, Kent. (Final Student). | 


Liability to Tax: Small Limited Company 
SIR, - Can any of your readers inform me if a 
limited company is liable to income tax on its profits 
under the following circumstances. 

The only two sources of income are the rent of its 
premises to a political club, and Defence Bond 
interest. The expenses consist mainly of maintenance 
of the property and a few small other items. `. 

The Inspector of Taxes contends that it does not 1 
trade and that, therefore, it is liable to tax on excess 
rents, Defence Bond interest and property (Schedule ` 
A). He further contends that the only expense that ` 
can be allowed is that under a maintenance claim 
(on a five-year average). Is he correct? 

Yours faithfully, : 
CLUB. 
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INSTITUTE STATEMENT 


Reports on Accounts of Sole Traders and 
Partnerships 


The Council of The Institute of Chartered Account- 
ants in England and Wales published a statement in 
May 1955 dealing with the form of report which 
should be placed upon the accounts of sole traders 
and partnerships. 

The statement points out that it is desirable that 
accounts prepared for such clients should state on 
the face of them precisely what is the significance of 

e accountant's name, in connection with the accounts, 
for it is desirable that anyone who sees the accounts 
should be aware of the nature of the responsibility 
which the member has undertaken towards his client. 

In reaching a decision concerning the wording of 
the report on the accounts, the essential matters to be 
considered are: 

(a) the capacity in which the accountant has acted; 

(b) whether the records appear to be reliable and 

adequate; 

(c) whether the accountant has obtained all the neces- 

sary information and explanations; 

(d) whether the client has imposed any limitations 

upon the work to be undertaken. 


"The statement suggests that a report should be in ~ 


e of three main forms: 

(1) If he has been able to carry out sufficient audit- 
ing work to his satisfaction, the accountant can 
state that the accounts present a true and fair 
view, subject to any reservations made. 

(2) If the client's instructions involve the omission 
of work which he would otherwise need to do, 
the accountant should state that the accounts 
have been prepared from records and other 
information supplied by the proprietor but with- 
out verification thereof. 

(3) If the records are inadequate or otherwise un- 
satisfactory, the accountant should state that the 
accounts have been supplied from records and 
information supplied by the proprietor, and 

- then specify the matters upon which he has 
been unable to satisfy himself. 


TAXATION 
Form P45 
Form P45 is the pay-as-you-earn form which an em- 
ployer issues to an employee who leaves. On form P45 
is shown, among other things, the gross pay received 
by the employee to the date of leaving, the tax deducted 
to date, and the code number of that employee. 

It is made out in three parts: Part 1 is sent to the 
local Inspector of 'laxes of the employer at the date 
of the employee's leaving. Parts 2 and 3 are given to 

| -employee. The old employer will then note the 
tax deduction card 'Left-date' and wil make no 
further entries on this tax deduction card, but will 
retain it until the annual return is made by him after 
April sth, when the card will be returned to the local 
collector of taxes. ` ` 

The employee, on taking up a new employment, 
will hand the Parts 2 and 3 to his new employer who 


! See also The Accountant dated May 28th, 1955, page 612. 
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will then be able to prepare a tax deduction card, 
starting with the last entries upon the old card, as 
shown on the form. The new employer is then obliged 
to verify the tax deducted by reference to the gross 
pay and the code number shown on the P45. If these 
agree with the tax tables, he will sign Part 3 and send 
it to his local Inspector of Taxes as a notification that 
the employee has been taken on the payroll. Part 2 
of the form will be attached to the tax deduction card 
as an authority for the opening entries. In the event of 
the items shown on the P45 not agreeing with the 
amount of tax deductible to date, as computed by 
him; the new employer should note the amount of 
tax computed by him from the tax tables on Part 3 
of the form before sending it to the Inspector. 

Where, on the first pay-day, the new employer finds 
that a refund in excess of £5 1s due to the employee 
he must apply to the local Inspector of Taxes for 
authority to refund the tax. In such cases, tax deduc- 
tions on the second and subsequent pay-days should 
be made a8 though the refund had actually been made 
in the first week. Any refunds which may become due 
on those later pay-days may be made by the new 
employer, whether or not authority has been received 
to make the refund due on the first pay-day. 

Where a new employee does not present to his 
employer Parts 2 and 3 of the P45 form, the new em- 
ployer must adopt an emergency coding and send 
details of the new employee to the Inspector of Taxes 
on form P46. Form P46 is also used where an existing 
employee is paid for the first time at the rate of more 
than £3 15s od a week, i.e. when he first became liable 
for payment of income tax. 

Although the foregoing is an explanation of the 
usual practice followed on a change of employment, 
there are variations possible. If an employee leaves 
to join H.M. Forces, all three parts of form P45 are 
sent by the employer direct to the Inspector of Taxes. 
Forms P45 are not necessary where the employee 
holds a code card. 


GENERAL COMMERCIAL KNOWLEDGE 
The Organization of the Civil Courts 


There are in this country four main groups of civil 
courts — the County Courts, the High Court of Justice, 
the' Court of Appeal and the House of Lords. 

The County Courts exercise jurisdiction in their own 
localities upon minor disputes between citizens. 
Generally speaking, they may undertake cases only 
when the amount of money involved is not very great: 
the limits vary for different actions between {100 and 
£500. It is unusual for a jury to be in attendance at a 
County Court and accordingly the onus of deciding 
both questions of fact and questions of law is left to the 
County Court judge. The County Courts undertake 
a large volume of small litigation, ranging from sum- 
monses for the payment of business debts to disputes 
between landlord and tenant under the rent control 
acts. The County Court administers precisely the same 


- law as the High Court, but the costs of an action therein 


are considerably less than those in any other court. The 
procedure preparatory to the case is somewhat simpler, 
and unlike the other civil courts a solicitor may plead 
or defend a case on behalf of his client. (In the higher 
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courts, if the plaintiff or defendant does not conduct his 
own case, it will be necessary for him to engage counsel.) 

The High Court of Justice is the main court for all 
civil litigation and the present organization of the 
High Court was created in 1875 when many ancient civil 
courts were consolidated into the one organization. 

The High Court is now comprised of three separate 
divisions, the Chancery Division (which deals with 
matters affecting trusts, partnerships, etc); the 
Queen's Bench Division (which deals with contract 
law, torts, etc); and the Probate, Divorce and 
Admiralty Division (which is often referred to by 
lawyers as dealing with ‘wills, wives and wrecks’). 

The High Court is conducted mainly in London 
at the Royal Courts of Justice, in the Strand, but the 
High Court judges who tour the country ‘on circuit’, 
dealing with criminal cases at Assizes, also ündertake 
the hearing of civil cases at the same Assizes. 

The Court of Appeal. A dissatisfied litigant may 
proceed from the County Court or the High Court to 
the Court of Appeal, which is situated in the building 
of the Royal Courts of Justice in London. The Court 
of Appeal does not hear further evidence on cases 
brought before it, and there are therefore neither 
witnesses nor jury to be found in a Court of Appeal. 
The only questions to be considered are those of law, 
and if a jury has, in the opinion of the Court of Appeal, 
arrived at a decision which is inconsistent with the 
facts presented to it, the Court of Appeal will not 


normally vary the decision of that jury, but will order. 


a fresh trial to be heard. 

The House of Lords. Above the Court of Appeal is 
the House of Lords, which is the highest Court of 
Appeal in this country. Although in theory there is 
nothing to prevent hereditary peers from taking part 
in the decisions of the House of Lords, in fact, con- 
` stitutional convention is that only the law lords 
participate in the appeals before the House of Lords. 
As with the Court of Appeal, the House of Lords is 
concerned only with questions of law. 

Although an appeal may be made to the Court of 
Appeal without special permission being first obtained, 
an appeal to the House of Lords must first be sanc- 
tioned by the Court of Appeal, or by the House of 
Lords or a Committee of it. Generally speaking, an 
appeal will go to the House of Lords only if the 
questions of law involved are sufficiently important 
_ to be considered to be matters of public interest. 


EXECUTORSHIP 
The Rule of Commorientes 


Not infrequently, two persons who are related die 
together in such circumstances that it is impossible to 
say which died the earlier—e.g. in an aircraft crash or 
in an explosion. In such cases it may be necessary for 
the Court to make a presumption as to which of the two 
persons died first, since the time of death may materially 
affect the disposition of the estates where legacies or 
an intestacy occurs, in which one would be the 
beneficiary of the other. 

Where no evidence is available as to the order in 
which the deaths occurred and unless the Court makes 
an order to the contrary, the position is clarified by 
Section 184, Law of Property Act, 1925, under which 
‘the elder person is deemed to have died first. This rule 
extends to more than two deaths and in each case the 
deaths are deemed to have occurred in the order of 
seniority. 
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This general rule has been amended by the Intestates 
Estates Act, 1952, which now rules that where the 
spouse of an intestate is deemed to have survived the 
intestate, the estate of the intestate is nevertheless to 
be distributed on the basis that the spouse did not 
survive the intestate. This amendment to the law was 
made consequent upon the increase in the statutory 
legacy of the spouse from £1,000 to £5,000 or £20,000 
and therefore ensures that other relatives. of the in- 
testate will be suitably protected. 


Partial Intestacy 


À partial intestacy arises where a testator leaves a will 
but does not effectively dispose of the whole of his 
estate thereby. 

In such cases, the residue of the estate will devolve 
according to the rules of intestate succession, and the 
executor is entitled to retain the residue of the estate 
only if it appears from the will that it was the intention 
of the testator to bequeath such residue to the personal 
representative. 

Where the rules of intestate succession are applied 
in such a partial intestacy, the surviving spouse is 
required to bring into account (hotchpot) against the 
statutory legacy to which he or she is entitled, any 
beneficial interest taken under the will. Similarly, issue 
of the testator are also required to bring into hotchpot 
any benefits received under the will. 

It will be noted that in the case of any relative, other 
than the surviving spouse or issue of the deceased, 
receiving a benefit on a partial intestacy, it is 
necessary for them to bring any such benefits taken 
under the will into account, 


MERCANTILE LAW 
Limitation of Actions 


Under the terms of the Limitation Act, 1939 (as 
amended by the Law Reform Act, 1954), there are - 
three principal time limits imposed upon claims arising 
on contracts: 
(a) An action upon a simple contract must Be 
brought within six years of the cause of the action 







arising. 

(b) An action upon a specialty contract (i.e. a deed) 
must be brought within twelve years of the date 
of the cause of action arising. 

(c) If an action is upon a simple contract but 
includes a claim for damages in respect of 
personal injuries, it must be brought within 
three years of the cause of action arising. 

Certain general provisions apply in interpreting 
these time limits and in regard to an action for the 
recovery of a debt, the time will start to run from the 
date of the last acknowledgment or part payment of 
the debt. If a further acknowledgment is made at any 
time — even after the efHuxion of six years — the period 
of six years will start to run again. Particularly in the 
case of receiverships, bankruptcies, liquidations, etc., 
care must be taken not to revive statute-barred debts, 
by acknowledgment or part payment. 

If the plaintiff has suffered from any legal disability, 
such as infancy or insanity, time will normally run only , 
d the cessation of those disabilities, or from his | 

eath. 

Where fraud is involved, the time will run from the 
date of discovery of the fraud, or from the date when 
the mistake could, with reasonable diligence, have 
been discovered. 
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THE PRESIDENT said: Ladies and gentlemen. Before 
proceeding with my address I will introduce to you 
those who are with me on the platform. We have 


Robson; Mr Garton Ash; Mr G. D. Shepherd; Sir 
Harold Barton; Mr A. S. MacIver, Secretary; Mr" 
W. H. Lawson, Vice-President; Sir Harold Howitt; 
Sir Bernhard Binder Mr C. W. Boyce; Mr James 
Blakey and Mr Wilkinson. 


Accounts 


Our accounts show that we remain, for the present, in 
a strong financial position, though I must remind you 
that, as stated in the reports for the last two years, the 


enough and substantial capital expenditure will prob- ` 
ably have to be incurred within the next few years. 
Since the war every meeting room in the Institute’. 


offices and we are now in the position of having no 
further space left in which to accommodate any addi- 
tional employee we may wish to engage. If the inte- 
gration scheme becomes effective, this will be an 
immediate problem. 

In the reports and accounts for the past ten years it 
has been made clear that the question of staff pensions 
was under review and that meanwhile liabilities were 
accruing for which no provision had been made. The 
subject has given rise to many difficulties in formu- 
lating the revised rules in a manner which the Council 
regards as consistent with the interests of the staff and ` 
‘with the need to place an overriding limit on the 
financial commitment resting upon the Institute. The 
uncil is pleased to be able to report that the position., 
has now been brought up to date, as shown in the 
accounts. 

There are only two other items in the accounts which 
I would like to mention. One is that they include the 
income and expenditure accounts of the Institute Prize 
Trust and the Chartered Accountants’ General Chart, 
able Trust. These trusts were established at the end of 
1955 and their practical operation is indicated by these 
income and expenditure accounts. The other item is 
the receipt of £3,000 from the sale of 8,000 copies of 
the Institute's book on Standard Costing. The demand 

still continues, and I think this indicates a very satis- 
__ factory response to the publication of this book early 
last year, but you must not suppose that we try to make 


it a source of revenue. Our publications are priced as: 


| near as practicable to the printing and distribution 
costs, which are included under the relevant expense 
headings on the other side of the account. 


Membership 


On January ist this year our membership totalled 
19,414. Since then we have admitted the successful 
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THE INSTITUTE OF CHARTERED > 
- ACCOUNTANTS IN ENGLAND AND WALES 


SEVENTY-SIXTH -ANNUAL MEETING 


The seventy-sixth annual meeting of The Institute of Chartered Accountants in 

England and Wales was held on Wednesday, May 1st, 1957, at the Hall of the 

Chartered Insurance Institute, 20 Aldermanbury, London, EC2. Mr A. S. H. 
Dicher, M.B.E., F.C.A., the President, was in the chair. 


-— Mr Loveday; Mr W. S. Carrington; Sir Thomas ` 
.has insisted throughout its seventy-seven years of 


Institute building in Moorgate Place is no longer large , 


building, except the Oak Hall, has been converted into” d 
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candidates in the Final examination held last November 
and we are therefore now approaching 20,000. 'l'his is 
a remarkable achievement, bearing in mind the strin- 
gent requirements for admission on which the Institute 


existence. Seventy-seven years may seem a long time 
to some of us, but I would like to remind you that it 
was only seven years ago, in 1950, that the Council 


' reported the death of the last survivor of the original 


members admitted on May r1th, 1880. 

Going back not quite so far, but nevertheless a long 
way, I would like to mention that Mr George Freeman 
has been a member of the Institute for sixty years. 
(Applause.) He and Sir Nicholas Waterhouse both 
joined the Council in 1915 and retired from it last year. 
Throughout their long period of membership of the 
~ Council they have rendered very great services to the 
` Institute and their wise and kindly guidance, as elder 
statesmen, has been of the utmost value to their col- 
leagues on the Council. (Hear, hear.) 


Recruitment 


Turning from some of our seasoned veterans, I would 
like to say something on the question of recruitment. 
New registrations of articles are being maintained con- 
sistently at a satisfactory level but, as you all know, we 
are now passing through an era in which there is intense 
competition from industry for the better educated and 
abler school-leavers and university graduates. Industry 
has many attractions for youth and these attractions 
are now much enhanced by training schemes and by 
remuneration with which it is very difficult for prac- 
, tising accountants to compete. High initial remunera- 
tion must obviously be a great attraction for youngsters 
and it is therefore important that they should be 
encouraged to take other considerations into account, 
including the need for a really satisfying career. i 

This subject has been of concern to the Council for 
some considerable time and we feel that too little is 
known about the accountancy profession in the places 
where it matters most, namely, in the schools. It has 
long been the practice for the Institute's syllabus book- 
let to be distributed regularly to a fair number of 
schools as each half-yearly edition is printed. We have, 
however, come to the conclusion that the distribution 
is by no means wide enough and also that tbe syllabus 
EM is too detailed to make an impact on the young 
min 

We have therefore prepared a small booklet of pocket 
size which runs to no more than twelve pages of good- 
sized type and we have called this little booklet Why 
not become a Chartered Accountant? Distribution is now 
in progress. We have issued a large number of copies 
for sending to all public schools, all grammar schools 
(whether boys, girls or mixed) and all youth employ- 
ment officers - a total of over 4,000 recipients. We 
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hope it will be found attractive. It is intended ap a 
first introduction to the profession not only for pupils 
but also for those responsible for advising them. 

A supply of the booklet has also been sent to the 
district societies and their branches. We intend to make 
similar distributions each half-year as each new 
edition of the syllabus booklet is issued. - 

' The Council will keep this subject under review with 
the object of ensuring that all practicable steps are 
taken to secure for the Institute its fair share of those 
who have the kind of education which is needed in 
order to commence training for membership. The 
Council feels that at present the Institute is to some 
extent losing, through lack of sufficient information in 
schools and. youth employment offices, some of the 
boys and girls who would make excellent accountants 
and would find our profession a satisfying career. 

The Council would like to see a much higher pro- 
portion of university graduates among the Institute's 
recruits. The present proportion is no higher than it 
was before the war, notwithstanding the introduction 
in 1945 of the special degree courses in which account- 
ancy is a main subject. Personally I have no doubt that 
national service has played a major part in preventing 
any expansion of our recruitment from the universities. 
There must be a severe limit to the number of boys 
who are either willing or able financially to contemplate 
waiting until they are over twenty-six years of age 
before they are in a position to earn their own living as 
qualified men. That is what two years’ national service 
has meant on top of a three-years' degree course and, 
three years’ articled service. The alternative openings 
in industry which do not require a period of profes- 
sional training have been a much more practical 


proposition. I hope, therefore, that when the Govern- . 


ment decision to dispense with compulsory national 
service becomes effective it will have a noticeable effect 
upon the recruitment of graduates to the profession. 
We welcome the graduates of all United Kingdom 
universities, whatever subjects they have taken for 
their degree courses. 

You will have seen that the Council decided to repeat 
in the annual report the statement made early last year 


announcing that the Council had established a register’ 


of members with suitable practices who are prepared 
to take overseas students as articled clerks. The 
response has been disappointing and I do ask members 
to consider whether they are able to have their names 
placed on this register. No obligation is incurred and 
no member’s name is given to overseas students who 
are seeking articles. Brief details of students applying 
for vacancies are notified to appropriate members on 
the register and it is for them to communicate direct 
with the students if they wish to do so. 

I know this is a big problem and there are many 
practical difficulties. All I ask is that more members 
should indicate their readiness to help in finding a 
solution. 

Overseas Relations 
Little more than four months remain before the open- 
ing in Amsterdam of the Seventh International 
Congress of Accountants. This will provide renewed 
opportunities for a wide range of discussion on many 
aspects of our profession. International understanding 
and respect are vital to the profession if it is to con- 
tinue to serve fully the needs of the business and 
financial communities, wherever they may be. It was 
these needs which resulted, in the past, in chartered 
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more than a passing phase which will give way before 


May 11th, 1957 


accountants venturing overseaf#and in due course play- 
ing a major part in the development of the profession ` 
in many countries. 

It is our hope that we shall continue to be able to . 
serve in this way both the interests of our clients and 
the interests of the profession in numerous parts of the 
world. In the post-war years there has regrettably been 
a marked trend in some overseas countries towards re- 
strictions based on considerations which in our view 
are irrelevant and, in the long run, damaging to the 
profession as a whole and to the countries imposing 
them. The skill and reliability of an accountant can 
best be judged from the qualification he holds, not from 
the place where he or his partners happen to reside, 
nor from the flag he salutes. We therefore hope that the 
trend towards artificial barriers will prove to be no~ 





long to a genuinely liberal outlook. 

Meanwhile an international congress presents an 
excellent medium through which sound ideas can be 
developed and the world-wide character of our profes- 
sion can be demonstrated. Nearly 200 members of our 
Institute have made definite registrations for the 
congress. 'T'his will be a sizeable contingent and an ex- 
cellent demonstration of our interest and our readiness 
to co-operate with our professional brethren in other 


countries. 
Technical Matters 

In the technical field the activities of the Council have 
not led during the past year to any major publication 
by way of guidance to members. This does not mean‘ 
that important subjects have not been under consider- 
ation. With the great help of the Taxation and Research 
Committee, much work has been done on a variety of ` d 
technical matters but none has reached the stage when f 
the Council has had to decide that a document shoul 
be issued to members. 

Nevertheless, a number of important documents has 
been prepared for special purposes. I refer in particular 
to our memorandum on the r956 Finance Bill, which 
was more than usually important to us in view of its 
provisions relating to retirement benefits; our memo- ` 
randum for the Blagden Committee an Bankruptcy f 
Law Amendment; and our memorandum to the 
Chancellor of the Exchequer suggesting an order of 
priority for the implementation of the recommenda- 
tions of the Royal Commission on the Taxation of 
Profits and Income. All documents of this kind entail 
much research and effort by the appropriate com- 
mittees. 
- Although no new recommendation on accounting 
principles has been issued during the year, the Council 
has issued a short statement as an addendum to 
Recommendation XVI. 'T'his statement dealt with the 
preservation of records and I wish to place special 
emphasis upon it. Experience has shown that account- 
ants reporting for prospectus purposes can be hampered 
seriously by failure of businesses to retain important 
records for a long enough period. They can be ham- 
pered to the extent of having to make reservations in A 
their reports and this is unsatisfactory for everyone 
concerned. Obviously some pruning of records is 
necessary, but it should be done with great care and 
an eye to the future. Important records — particularly 
Stock records - need to be kept for at least ten years 
where there is any possibility that a prospectus or 
similar document may have to be issued, 
1 Reproduced in The Accountant of March 3oth, 1957. 
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P. D. Leake Trust 


I ought to make a brief reference to the two new grants 
made from the P. D. Leake Trust. One is of £2,000 
per year for a P. D. Leake Research Fellowship in Fe 
universities of Oxford, London or Birmingham. An 
advertisement has recently been issued jointly by these 
universities and I hope it will result in a good response 
from suitable accountants. 

Naturally, it is not an easy matter for a busy account- 
ant to break away from his existing occupation for a 
period of one year. There are many practical difficulties, 
both business and domestic. Nevertheless, there will 
be some suitable accountants who can surmount these 
difficulties and I hope that during the next few years 
we shall see some worth-while results from the new 

—7r. D. Leake Research Fellowships. 

The other new grant is of £1,500 per year for two 
years to the Royal Institute of Public Administration 
to finance a research project on budgetary practices in 
public authorities. 


Retirement Benefits 


Over five months have elapsed since the issue, last 
November, of a progress report to members on the 
subject of pension schemes for them and their 
employees. Naturally, members are seeking' further 
news on this important matter, in which time is be- 
coming an important factor. 
The delay has not been due to lack of effort. We have 
been trying to formulate a scheme that will allow the 
greatest flexibility, within the limitations imposed by 
the 1956 Finance Act. No substantial progress was 
possible until after the provisions of the Finance Act 
had definitely been settled. 'l'hereafter the insurance 
companies had to formulate their terms. We have 
encountered delays — perhaps not surprising — in con- 
nection with Inland Revenue approval. It has in fact 
for some time been only the question of Inland Revenue 
approval that has prevented a definite announcement 
to members. This approval, both for the employees’ 
scheme and for the self-employed scheme, remains 
outstanding at the moment and some difficulties were 
raised by the Inland Revenue at a recent meeting. 
Nevertheless our present hope is that before the end 
of May we shall, notwithstanding these difficulties, 
have issued to members the explanatory documents 
relating to both schemes. Whether our self-employed 
scheme will initially be as flexible as we wish, I cannot 
at present say, but it is important that a scheme should 
be established without further delay and in order to 
prevent Inland Revenue difficulties from hindering 
definite progress we may have to include, for the time 
being, some restrictions we regard as unnecessary. 
We feel that our scheme will be substantially wider 
in scope than schemes which have already been 
announced by other professional bodies. Therefore, I 
would advise members to hold their hands a little 
longer before committing themselves to some arrange- 
. ment which may prove more costly or less flexible than 
“our scheme. 
The Budget 
A President of the Institute has to avoid party politics 
‘and this makes it rather difficult nowadays to comment 
even on the Budget. I seem to remember a time when 
sixpence off the income tax was greeted with more or 
leas universal joy and sixpence on the income tax was 
greeted with almost universal gloom. Nowadays it is 
well-nigh impossible for any Chancellor to introduce 
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any change without being accused of adding insult to 
someone's injury or adding cream to someone's jam. 

I feel, therefore, that I can regard all party political 
considerations as being more or less self-balancing on 
Budget issues. Having thus removed any suspicion of 
political bias I can safely say, speaking purely as an 
accountant, that I regard the Chancellor's proposals 
this year as being steps in the correct direction. Relief 
for incomes in the early range of surtax was long over- 
due. I am thankful that the Chancellor has had the 
courage to make a start on this long-standing problem 
of easing the progression, so that the net reward for 
special ability, effort and responsibility will be 
increased beyond the small amounts which hitherto 
have so often been responsible for a ‘why bother?’ 
outlook. 

` Last February the Council submitted to the Chan- 
eilor a memorandum suggesting an order of priority 
for the implementation of the recommendations of the 
Royal Commission on the Taxation of Profits and 
Income. Our ‘top priority’ group included — in addition 
to what has been done in this year’s Budget to ease the 
progression and also to relieve overseas trade corpora- 
tions — our 'top priority group included reform of the 
deductible expenses rules of Schedules D and E, relief 
by averaging for fluctuating incomes, reform of profits 
tax on to a simplified flat-rate basis and a fair number 
of other matters. 'l'hese are reforms for which we have 
waited far too long already. Now that a courageous 
start has been made by the new Chancellor we look 
forward to a further instalment of redress in the next 
Budget. 


Scheme of Integration 


Of all the events on which any President has had to 
speak in recent years, there can be no doubt that the 
most important to the Institute is-the scheme for the 
integration of The Society of Incorporated Accountants 
with the Institute. 

May I remind you briefly of the stages. Last Decem- 
ber the scheme was distributed to all our members and 
thereafter the district societies arranged an extensive 
series of informal meetings, the great majority of which 
were addressed by Mr W. H. Lawson, the chief 
architect of the scheme. 'T'hen on February 19th, at a 

special meeting at the Royal Festival Hall,! a resolution 
for the adoption of the scheme was approved on a show 
of hands and on the subsequent poll. On April 17th 
the confirmatory meeting required for any amendment 
of the Royal Charter was duly held and the resolution 
confirmed on a show of hands by 199 votes to ag P 
Accordingly we have made formal application to the 
Privy Council for allowance of the amendments to our 
Roya! Charter and bye-laws. 

I understand that some two or three months may 
possibly elapse before the decision of the Privy 
Council is known. Until then the Society is not able to 
make definite arrangements for its effective meeting to 
adopt the scheme and therefore go into liquidation. 

You will, therefore, see that we now have a long wait 
before we know whether this momentous and far- 
reaching integration scheme is to become effective. 
The ultimate decision is no longer in our hands. We 
remain in a state of suspended animation until the 
members of the Society have made their decision. 


1 See The Accountant of February 23rd, 1957, and March ` 


and, 1957. 
a See The Accountant of April 27th, 1957. 
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Our Place in National Affairs 


Whatever may be the outcome of the integration 
proposals, the Council's policy will continue to be to 
give a lead to members and, through them, to the 
business world, on matters which are within the 
Institute's province and are considered to call for 
sorne carefully measured expression of view. 

Likewise, it will I hope continue to be the aim of 
each individual member to improve the value of the 
services he renders and thus to maintain and enhance 
the high standards implied by our professional designa- 
tion. l 

We provide a very diverse range of professional 
services, two of which have long predominated as 
‘bread and butter’ work, namely auditing and taxation 
negotiations. More recently greater emphasis has been 


placed on ‘management accounting’. Much of what: 


we do does not come into public view, but in so far as 
our work is of interest to the general public, in partic- 
ular the annual accounts of companies, we do have an 
opportunity, either as auditors or as directors or 
senior executives of companies, to use our influence 
in improving the manner in which accounts are 
presented. 

I am not today going to embark on any controversial 
issues, but there are two points I would like to make 
in view of the very great importance of our place in 
national affairs. 


First I hope we shall continue to avoid anything in . 
the nature of standardization. By all means let us, 
experiment and in doing so we shall of course be. 


criticized; either we shall simplify too much or not 
` simplify enough. Those who choose the vertical sky- 
scraper form of accounts will find there are still staunch 
adherents of the double-fronted bungalow. But what- 
ever we do I hope we shall avoid ever reaching the 
position where someone will say ‘This is the form in 
which all accounts shall be drawn up’. 

My second point is that as accountants we are 
concerned with the truth and fairness of the figures 
and this is of far greater importance than the precise 
manner in which they are presented. The modern 
tendency to make annual reports and accounts into 
more readable and attractive booklets is to be com- 
“mended; but it does not follow that a high gloss on 
the paper will automatically produce a shining example 
of good accounts and I think we need to be very careful 
to see that the prettiness of the picture ig not given 
more importance than the fairness of the view. 


Conclusion 


D 


Before I conclude J want to take this opportunity of: 


acknowledging with great sincerity and appreciation 
the kindly welcome I have received as President on my 
visits to District Societies. These visits are somewhat 
of an ordeal beforehand, but at every function which I 
have attended I have received nothing but the warmest 
reception not only from the officials concerned but also 
from all the members whom I have met. Although I 
cannot refer to all my visits in detail, I should mention 
that I had the pleasure of attending the inaugural 
dinner of the newly-formed Cornwall and Plymouth 
Branch of the Bristol and West of England Society. 

I do hope that the many Presidents of the District 
Societies whom I am so glad to see here today will take 
back with them to their committee and members this 
appreciation, which I would emphasize is not only 
presidential but personal, 2 s 
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To the members of the Council and especially to 
those who might be regarded as elder statesmen, I 
want to say thank you for their wise counsel and 
always loyal support, an encouragement which I deeply 
appreciate. 

It is customary to conclude the annual presidential 
speech with an acknowledgment of the work of the 
staff of the Institute and in doing so today I am not 
merely following tradition but paying this tribute with 
very real sincerity. 

As you will understand from reading the report, this 
has been an exceptionally busy year for the staff and 
the calls made on the various members and departments 
must have been most trying at times, but their devo- 
tion and loyalty have proved their worth and I pay 
tribute to a very fine team. 

Mr Maclver, the Assistant Secretaries, and the 
Accountant deserve all the praise and thanks which 
not only the Council but also all members of the 
Institute give them and I am very happy to say so in 
front of them here today. (Hear, hear.) 

As a provincial President who has no office in 
London 1 want to add my personal thanks to those 
"back-room boys and girls’ at Moorgate Place who do 
not come so much before the public, but whose work 
is very much appreciated by such a President. They 
have been very kind to me when I have had to call on 
their services. 

Finally J am specially grateful to our Vice-President, 


. Mr W. H: Lawson, who in his capacity as Chairman 
., of the Special Committee has borne the brunt of the: 
" day and night on the integration scheme. It is, there- 


fore, with special pleasure that I now propose and ask 
the Vice-President to second the adoption of the report 
of the Council and the accounts for the year ended 
December 31st, 1956. (Applause.) 

The Vice-President seconded the motion, after 
which the President invited questions or comments. 


DISCUSSION 


Mr W. F. WHELAN, B.COM., A.C.A.: There are just two 
points which I wish to make, Mr President. One concerns 
your remarks with regard to Moorgate Place. I trust that 
in view of the accumulated funds, in the balance sheet, of 
£187,000, which on the other side is represented largely 
by investments of £153,000, it will be considered that w 
have sufficient in hand to pay for whatever is required to 
be done to the building. In other words, I trust that there 
wil be no question of a further increase in members’ 
subscriptions to meet this expenditure. I speak as a member 
not-in-practice who has to pay his subscription out of taxed 
income. 

The other matter to which I wish to refer relates to the 
booklet for boys entering the profession. In my experience, 
every second boy leaving school seems to be going in for 
accountancy. I am not suggesting in any way that we should 
restrict entries to the profession, but I am wondering 
whether it is really necessary to look for members. We do 
not want to get into a position where there are too many 
chartered accountants, which, judging by the remuneration 
offered before the war, seemed to hore position then. — — 


‘Te PRESIDENT: As regards the first question, there is a 
special committee at the present time considering this 
question of a new building. They are nowhere near being 
able yet to formulate anything very definite, owing to the 
restrictions on planning in the City of London. Sites have 
to be looked at and so forth, but I can assure you that your 
point about finance has not by any means been forgotten, 
and, while I cannot speak for the future, I personally 
should be extremely surprised if there was any question of 
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meeting the — CERA out of subscriptions. I do not 
think you need worry about that. 
I do not think that I can say anything about the other 
point which you raised. Personally, I there is always, 
and always will be, room for the good chartered accountant. 
The cry nowadays seems to be “We cannot get the qualified 
man’. But there again this is a matter which — as the issue 
of this booklet shows you —is always being considered by 
the appropriate committee. I am sorry that my answer is 
only in general terms, but I really GER foresee the future. 
However, we are very glad to have such comments as these 
and they are noted, of course. 

If there are no more questions, I will ask you to show in 







favour .. .; those against . . .; carried unanimously. 
On the 1 roposition of the "President, seconded by the 
n< President, the meeting co the appointments 
Sr the following to fill vacancies on the Council: 
" Mr Henry Alexander Benson, C.B.E., F.C.A., London. 
Mr Claude Croxton-Smith, M.A., LL.B., F.C. Bristol. 
Mr Paul Dugan Irons, B.COM., A.C.A., Cow 
Mr James Henderson Mann, M.B.E., M.A., F. rp London. 
Mr Walter Edmund Parker, G.B.E., F.C.A., London. 
It was proposed by Mr H. A. Astbury, F.c.a., seconded 
by Mr &. Carew-lones, M.B.E., F.C.A., and approved 
unanimously that the following members of the uncil, 
under bye-law 5, be re-elected: 

Mr Henry Alexander Benson, C.B.E., F.c.A., London. 
Mr Percy Frederick Carpenter, F.C.A., London. 
Mr Donald Victor House, F.c.a., Lond 











ndon. 

Sir Harold Gibson Howitt, G.B.E., D.8.0., M.C., D.C.L., 
F.C.A., London. 

Mr James Henderson Mann, M.B.E., M.A., F.C.A., London. 

Mr Lawrence William Robson, F.c.a., London. 

Mr George Forrest Saunders, F.c.4., Liverpool. 

Mr Gilbert David Shepherd, M.B.E., F.C.A., Cardiff. 

Mr Robert Pearson Winter, M.C., T.D., D.L., F.C.A., 
Newcastle upon 'T'yne. 


seconded by Mr A. F. Chick, a.c.a., the auditors, Mr 
Geoffrey Bostock, F.C.A. and Mr L. W. Bingham, F.C.A4., 
were re-appointed. l f 
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the usual way your approval of the resolution. Those in | 


On the proposition of Mr H. M. Westcott, F.C.A., . 
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Tse PmesrbENT: That, ladies and gentlemen, concludes 
the business of the meeting and I want to thank you all for 
being so kind to me today. I am asked to request you to 
remain for the annual meeting of the Benevolent Association. 
Thank you all very much. 


Mr F. J. B. GARDNER, M.C., F.C.A.: Mr President, ladies 
and gentlemen, it is perhaps appropriate that a London 
member with some provincial interests should move a vote 
of tribute to our President who comes from one of the 
provincial societies. Some of us attain the distinguished 
rank of president by contributing a amall sum to our local 
cricket club, football club, youth club, or other society, 
but in no such facile way does a m of the Institute 
become its President. It is the highest honour that the 
members can confer on any one of its number and it is only 
obtained after years of strenuous effort on behalf of the 


.Institute. It is regarded as a token of esteem and high 


appreciation of his qualities. 

A week or two agd I was looking through some old 
papers in my office and I discovered that in the year 1897 
there were some papers relating to the projected registration 
of accountants. That, mark you, was in 1897. In 1912, as a 
very junior articled clerk, was allotted a drawer in the 
office and on opening it I found a copy of a Bill for the 
proposed registration of accountants. 

ow, in 1957, after what I make 60 years from 1897, we 

have just seen that something is being done, rightly or 
wrongly, and we can imagine the difficulties which the 
President has had in controlling the members of the Council 
when they expressed their diverse views. 

I am sir, in what may prove to be a very historic year — 


. anxious to express to you, on behalf of the rank and file 


of the membership of the Institute, their appreciation and 
gratitude, which you have so well earned during your year 
of office as their commanding officer, and I am sure that 
all the members wish to express their thanks to you. 
(Applause.) 


THe Presmpent: Thank you, Mr Gardner, very much 
for those kind remarks, which are IM from being earned. 
The proceedings then termina 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held on 
Wednesday, May ist, 1957, at the Hall of the Institute, 
| Moorgate Place, London, EC2, there were present: 










i 
"Mir W. H. Lawson, C.B.E., 
Garton Ash, O.B.E., M.C., W. L. nm Sir Harold Barton, 


Vice-President; Messrs H. 


Messrs T. A. Hamilton Baynes, J. H . Bell, H. A. Benson, 
C.B.&., Sir Bernhard Binder, Messrs J. “Blakey, C. W. Boyce, 
C.B.E., W. G. Campbell, P. F. Carpenter, W. S. C 
D. A. Clarke, J. Clayton, E. C. Corton, C. Croxton-Smith, 
W. G. Densem, W. W. Fea, P. F. Granger, Sir Harold 
Howitt, G.B.E, D.8.0., M.C., Messra P. D. Irons, R. P. 
Leech, M.B.E., GC J. "HL Mann, M.B.E., R. McNeil, W. E. 
Parker, C.B.E., S. J. Pears, C. U. Peat, m.c., P. V. Roberts, 
L. W. obson, Sir Thomas Robson, M.B. Dé Messra G. F. 
' Saunders, Gilbert D. Shepherd, m.B.z., C. M. Strachan, 
O.B.E., E. D. Taylor, G. L. C. Touche, A. D. Walker, M. 
Wheatley Jones, E. F. G. Whinney, R. P. Winter, M.C., T.D., 
l L-with the Secretary and Assistant Secretaries. 


Re-admission 


| Two applications for re-admission to membership were 
.acceded to. 


i Exemption from the Preliminary Examination 


.One application under bye-law 79 for exemption from 
Preliminary examination was acceded to. 


A. S. H. Dicker, M.B.E., President, in the chair; ` 


Reduction in Period of Service under Articles 


T'wo applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 


Seventh International Congress of Accountants, 
_ Amsterdam, September 1957 


The Council.decided to appoint, from among those 
who have registered for the Congress, the following 
to be official delegates of the Institute at the Seventh 
International Congress of Accountants: 


President, Vice-President, Immediate Past President, 
Chairman of the Overseas Relations Committee (Sir 
Thomas Robson, M.B.E., M.A, F.C.A., who will contribute 
a paper on ‘Principles for the Accountant’s Profession’ 
and act as rapporteur for all the papers on that subject) 
Vice-Chairman of the Overseas Relations Committee 
S. J. Peara, F.c.4.), Mr Basil Smallpeice, B.COM., A.C.A. 
discussion leader for the session on ‘The Internal 
Auditor), Sir Harold Howitt, G.B.E., D.8.0., M.C., D.C.L. F 
F.C.A. (President of the 1952 Congress), Mesars W. S 
Carrington, F.C., D. V. House, F.c.a., and 
Shepherd, M.B.E., F.c.A. (Past Presidents of the Institute), 
Mr W. G. Densem, F.c.a. (member of the Overseas 
Relations Committee), Mr G. F. Saunders, F.C.A. ` 
(Chairman of the Parliamentary and Law Committee), 
Mr G. P. Morgan-Jones, M.A., F.c.A. (Chairman of the 
‘Taxation and Research Committee), Messrs W. L. 
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Barrows, ¥.c.A., T. A. Hamilton Baynes, M.A., F.C.A,, 
H. A. Benson, C.B.E,, F.c.a., P. F. Carpenter, PCA., 
D. A. Clarke, LL.B., F.C.A., P. F. Granger, F.C.A,, 
P. D. Irons, B.COM., A.C.A., R. B. Leech, M.B.E., T.D., F.C.A., 
R. McNeil, F.c.a., P. V. Roberts, a.c.a., L. W. Robson, 
F.C.A., C. M. Strachan, O.B.E., F.C.A., and A. D. Walker, 
F.C.A., (members of the Council of the Institute) with the 
Secretary, an Assistant Secretary and a Secretarial 
Assistant. 


Articled Clerks: Call-up of Certain Reservists | 


The Council authorized the publication of the following 
statement: 

"l'he Council has considered the position arising from 
the recall in 1956 of certain reservists for a further period 
of whole-time national service in view of the developments 
in the Middle East. 

*Articled clerks and ex-articled clerks affected by such 
recall may claim to be within the rules made by the 
Council in January 1951, for the granting of concessions 
under bye-law 63, A statement setting out these rules 
was included in the annual report for 1950 (appendix 
pages 52-53) and reproduced in The Accountant of 
January 13th, 1951. À copy of these rules may be obtained 
on request from the Secretary of the Institute. 

“This notice relates only to those clerks whose articles 
have been interrupted by their recall or re-engagement 
for a further period of whole-time national service 
arising from the situation in the Middle East in 1956. 

‘Any articled clerk whose position may have been 
affected should write to the Secretary of the Instititue 
to establish his position.' 


Exemption from the Intermediate Examination 


Six applications under bye-law 85 (a) for exemption 
from the Intermediate examination by articled clerks 
who had produced evidence of having graduated by 
taking one of the degree courses approved by the 
Council under bye-law 62 were acceded to, and one 
application was not acceded to. 

One application under bye-law 85 (b) for exemption 
from the Intermediate examination was acceded to, 
and one application was not acceded to. 


Final Examination 


One application under bye-law 86 from an articled 
.clerk for permission to sit an earlier Final examination 
was acceded to. 


Articled Clerks engaging in Other Business 


Three applications under bye-law 57 from articled 
clerks to engage during their service under articles in 
other business for the sole purpose and to the limited 
extent specified in the applications were acceded to. 


Articled Clerks in Industrial Organizations 


Two applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in an 
industrial or commercial organization during service 
under articles were acceded to. 


Certificates of Practice 


The following fifty-one applications for certificates of 

practice from associates who have commenced to 

practise were acceded to: 

Antrobus, Walter Roose; 1954, A.C.A.; (*Hope, Halstead 
& Co), 49 Knowsley Street, Bury 

Arnold, Derek Michael; 1955, A. Cz A.; (Graves, Goddard & 
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Horton-Stephens), 7 Pavilion Parade, Brighton, 1; also at 
Worthing (C. C. Inwood). 

Ashton, Charles Kenneth; 1944, A CA: (Ivan G. SE 
& Co), 34 Birley Street, Blackpool. 


Bethell, Peter John; 1954, A.C.A.; (*Jewitt, Sparrow S 
Swinbank), Barrington House, 2 Bowesfield Lane, 
' Stockton-on-Tees. 

Bolton, John Clifford Fairhurst, B.A. (Com.); 1955, AC A: 
(W. Bolton & Co), King's House, 42 King Street West, 
Manchester, 3. 

Boothman, Derek Arnold; 1954, A.C.A.; (J. Needham & 
Co), 3 York Street, Manchester, 2. 

Branson, Derek Roy, B.À.; 1955, A.C.A.; (*Hart, Moss, 
Copley § & Co), 22 Moorgate Street, Rotherham, and at 

a 

Burling, Deas Charles; 1957, A CA: (Barton, Mayhew 

& Co), Alderman’s House, Bishopsgate, London, Ps 


Cardno, Peter Chilton; 1957, A.C.A.; (tArmitage & Norton), , 
Martins Bank Chambers, Tyrrel "Street, Bradford, 1 

Cass, Alan; 1957, A CA: : (Somers, Cass & Co), 625-6 und 
Buildings, Trafalgar Square, London, WC2. 

Clarke, William Henry; 1948, A.C.A.; (R. Stirrup & Co), 
33 Cannon Street, Preston. 


Donovan, James Daniel; 1952, A.C.A.; (Sydenham, 
Snowden, Nicholson & Co), 27 Martin Lane, Cannon 
Street, London, EC4. 

Dunham, Michael Fawcett; 1957, A.C.A., (Thomas F. 
Dunham & Son), 24 Swan Street, Manchester, 4 4. 

Dyer, Philip Hugh; 1950, A.C.A.; (C. J. Ryland & Co), 
16-18 Clare Street, Bristol, 1, and at Weston-super-Mare. 


Eaves John Harling; 1954, A CA: (*Harry L. Price & 
47 Mosley Street, Manchester, 2 


Farnsworth, Peter William; 1950, A CA: ccn Sibba 
Forsyth & Farnsworth), 41 St Mary's Gate, Derby. 
Fisher, Edgar Maurice; 1948, A.C.A.; (W. W. Shores & Co) 

ri New Street, Town Hall Square, Grimsby. 
Fletcher, John Lewis; 1955, A.C.A. (T. L. Fieber & Co), 
The Cedars, Meopham Court, Meopham, Kent. 
Fo Alan Neil, B.A.(Econ.); 1954, A.C.A.; (James 
= bald, Forsyth & Farnsworth), 41 St Mary's Gate, | 
erby | 


Gee, Thomas Brian; 1953, A.C.A.; (Smith, Holloway & 
aie 350 Glossop Road, Sheffield, 10. 

Gill Cranstoun Bvgott Harold, M. À.; 1953, A.C.A,; 
ee Mather & Co), 10 Norfolk Street, Manchester, 


Elus Clive; 1951, A CA: (C. Pollard & Co), William 
Deacon' s Bank Chambers, 2 The Downs, Atrincham. 

Havilar, Richard Frank; 1949, A.C.A.; (Broads, Paterso 
Co), 31-45 Gresham Street, London, ECa, and at | 
Chicago, Paris and New York. | 

Hayllar, Stuart David; 1955, A.C.A.; (Dangerfield, Brewis 
& Co), 56 Cannon Street, London, EC4. 

Hayward, Leslie; 1953, A.C.A.; 253 Lutterworth Road, 
Nuneaton. 
Herling, Karl, LL.M.; 1957, A.C.A.; (Herling & Co), 
St Olave’s House, 18-19 Ironmonger Lane, Cheapside, 
London, ECa, and 69 Brondesbury Road, London, NW6. 


Jackson, Andrew, B.Com.; 1956, A.C.A.; (A. Jakubowski & 
Co), 2 Bolingbroke Road, London, W14. 


T against the name of a firm indicates that the firm, though _ ; 
not wholly composed of members of the Institute, is comes 
posed wholly of chartered accountants who are members of 
one or the other of the three Institutes of chartered account- 
ants in Great Britain and Ireland. 


* against the name of a firm indicates that the firm is not 
wholly composed of members of one or the other of the 
three Ínstitutes of chartered accountants in Great Britain 
and Ireland. 


Firms not marked + or * are composed wholly of members 
of the Institute. 
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afton, Eric John; 1957, A.C.A.; (Harris, Kafton & Co), 

13~14 New Bond Street, London, Wir. 

ettle, Richard, B.A; 1950, A.C.A.; (Deloitte, Plender, 

Griffiths & Co), 5 London Wall Buildings, Finsbury 
Circus, London, EC2; (for other towns see TDeloitte, 
SC Griffiths & Co, and *Deloitte, Plender Griffiths 

Knott, George William Herbert; 1954, À. C.A.; (tSmallfield, 
Rawlins & Co), Candlewick House, 116-126 Cannon 
Street, London, EC4. 


Lester, Tom; 1939, A CA: (Cooper-Parry, Hall, Doughty 
& Co), 102 Friar Gate, Derby, and at Ashbourne, Burton- 
on~Trent and Uttoxeter. 

Lincoln, Frederick William; 1951, A.C.A.; (*Walpole & Co), 
9 Liverpool Gardens, Wo rthing. 

| |. ge, Philip Charles; 1945, ACA: (*Hart, Moss, Copley 

ME Co) 22 Moorgate Street, Rotherham, and at Barnsley. 


Marle, John David Wortley; 1947, A CA: (Hudson Smith, 
Briggs & Co) and (Stanley Holmes & Co), Exchange 
Chambers, Corn Street, Bristol, 1; also at London 
(Hudson Smith, Briggs & Co 


Osner, Ramon Daniel, B.Com.; 1955, A.C.A.; (R. Osner & 
Co), Albany House, 324 Regent Street, London, Wi. 


Peters, James Stuart; 1953, A.C.A.; (*Cyril G. Bromham, 

sedi & Co) Lombard House, 165 St Helens Road, 
W 

Fettey, Reginald Cecil; 1956, A.C.A.; (*Jones & Dinham), 
Chapel Garden, Rectory Road, Workingham, Berks. 

Prentice, John Ness, M.B.E., B.A.; 1947, A.C.A.; (TDeloitte, 

Plender, Griffiths & Co), 5 London Wall Buildings, 

Finsbury Circus, London, EC2; (for other towns see 

TDeloitte, Plender, Griffiths & Co and *Deloitte, Plender, 

Griffiths & Co). 

rior, Harry Leon; 1938, A.C.A.; (Hedley Dunk & Co), 

26 Lowfield Street, Dartford, Kent. 


Raettig, Max Donald; 1949, A.C.A.; (Carlil, Burkinshaw 

' . & Ferguson), 2 Parliament Street, Hull. 

Ray, Edward Ernest, B.Com.; 1950, A.C.A.; (Spicer & 
Pegler), 19 Fenchurch Street, London, EC3. 

Reynard, Ernest Ian; 1953, A.C.A.; (T. M. 'Threlfall & 
Murfitt), Martins Bank Chambers, Nelson, Lancs, 


Riley, George Frederick; 1956, A.C.A.; (Bowman, Grim- S 


shaw & Co), 26 Birley Street, Blackpool. 


Searle, Geoffrey Harry; 1948, A.C.A.; (Hill, Wooldridge & 
Co) 27-28 Finsbury Square, London, EC2, and at 
Harrow. 

Snow, Charles Alan Plant; 1933, A CA: (TPeat, Marwick, 

Eripe & Co), 7 Coniscliffe Road, Darlington. 


rer, Gerald Donald; 1956, A.C.A.; (Donald Walker & 
Ce) Eagle House, 110 Jermyn Street, London, SW1. 
Walker, John Albert; 1956, A.C.A.; 512 Sutton Road, 


Walsali 
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Webber, Fred Ernest; 1957, A.C.A.; (Carpenter, Box & Co), 
Liverpool Chambers, 8 Liverpool Gardens, and Goring 
Hall aoe 70 Goring Road, Worthing, and at 


Lancin 
Wells, John Douglas; 1948, A.C.A; (Barton, Mayhew & Co), 
. Alderman's House, Bishopsgate, London, EC2. 
Whitehead, James; 1947, A ACA: (Whitfield & Co), Martins 
Bank Chambers, Park Row, Leeds, 1, and at Bradford. 
Wood, Geoffrey Claud; 1948, A.C.A,; (*Larking, Larking 
& Whiting), 6 High Street, March, Cambs.; SCH GER 
towns see *Larking, Larking & Whiting). 


Elections to Fellowship 


Twenty-four applications from associates for election 
to fellowship under clause 6 of the supplemental 
Charter (bye-law 31) were acceded to. 

. A list of those who complete their fellowship before 
May 14th, will appear in The Accountant of May 18th. 


Resignation 


The Council accepted the resignation from member- 
ship of the Institute of: 
Mr George Edward Walters, F.c.a., Northwood, Middle- 


BER, 


Registration of Articles 


The Secretary reported the registration of articles of 
clerkship as follows: 
7 1957 1956 


April... T 64 78 
: lanuary to Apri 434 478 


Deaths of Members 


The Council received with regret the Secretary's report 
of the deaths of the following members: 


Mr Victor Bates, O.B.E., M.A., A.C.A., Claygate, Surrey. 
» Gordon Eric Child, F.c.a., Worthing. 
» Henry Charles Darby, A.C.A., Sunningdale. 
» Joseph Dobson, A.C.A., Newcastle upon Tyne. 
"un Arthur Jonathan Foster, F.C.A., Bournemouth. 
», Ernest Palmer Hellyer, M.B.E., F.c.A., Jersey. 
, Edment Moyes, A.C.A., Newcastle upon Tyne. 
» Sachindra Nath Mukerjee, B.A., LL.B., A.C.A., Calcutta. 
» Percy William Payne, A.C.A., Northampton. 
/ ', Charles John Prest, A.C.A., Croydon. 
v- p Hugh Malcolm Stevenson, A.C.A., c RN 
» Richard Leitch Thompson, M. A., A.c.A., Limuru, 
Kenya. 
» Edgar Waters, A.C.A., Maidstone. 
» Joseph Edward Wolff, a.c.a., Sydney. 


. MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


Australian Secretarial Practice: . . . incorporating the... 
legislation of the . . . states and territories; by R. K. 
Yorston and E. E. Fortescue: 3rd edition Sydney. 1953. 

a -(Law Book Co, 70s.) 
— The Authorized Public Accountants’ Association, Sweden: 
Statutes of the Association. (Féreningen Auktoriserade 
| Revisorer.) Stockholm 1956. Presented. 


Compilation of . . . Double Taxation Relief in the United 
Kingdom . . with illustrations; by F. E. Koch and R. 
Moss. Amsterdam 1957. 


The Law of the Parish Church: an account of the powers 
. of the... church council . . .; by W. L. Dale. 1957. 
(Butterworth, 18s 6d.) 


"Principles of Accountin ting; 


The Interpretation of Accounts: (Stamp-Martin papers); 
by F. S. Bray, F.c.a. 1957. (O.U.P., 30s.) 

Outline of Monetary Economics; by A. C. L. Day. Oxford , 
1957. (Clarendon Press, 355.) 

The Law of Trusts; by G. W. Keeton: 7th edition. 1957. 
(Pitman, sos.) 

The Management Approach to Electronic Digital Com- 
puters; by J. S. Smith, a.c.a. 1957. (Macdonald & Evans, 
253.) 

by S. W. Rowland, F.C.A.: 

5th edition; by R. G. Williams, F.C.A. 1956. (Donnington 

Press, 27s 6d.) 
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Mr GzoncB R. FREEMAN, F.c.A., the President, said: 
Gentlemen, I presume you will be willng to take the 
notice convening the meeting and the report of the auditors 
as read. (Agreed.) First of all I should like to refer to some 
of the highlights of the report. From paragraph 8 you will 
see that the Association received during the year a total 
of {2,071 in legacies and £1,017 in donations. We are very 
grateful to all those who have helped us in those ways. Àn 
outstanding item among the legacies is one of {129 from 
‘Mrs D., a former beneficiary’. We helped her when she 
was in difficulties and she remembered us in her will. 
Among the donations there are several items of interest. 
The item of £200 from the Dowager Countess Eleanor Peel 
Trust is outstanding. Then there is £50 from the Delmar 
Charitable Trust and £44 in memory of my old friend, 
C. W. Rooke, in lieu of flowers. I think it was a very nice 
gesture on his part to request that such a donation should 
be made in lieu of flowers at his funeral, There is one small 
item which is included in ‘Others’ to which I should like 
to refer. It is a cheque for £4 5s from Mr J. H. Mitchener, 
a member of a group at one of the Summer Courses at 
Oxford. His group formed a 'kitty' for the purchase of 
liquid refreshments and at the end of the session it was 
found that there was £4 5s still in the ‘kitty’. Instead of 
spending it on more liquid refreshments they were good 
enough to send me a cheque for the Association — another 
nice gesture. (Hear, hear.) 

Then you will see from paragraph 11 that the Board has 
continued to take steps to ensure that the maximum use 
is made of grants available from the National Assistance 
Board. That is one more illustration of the work which is 
carried out by the staff of the Institute. 


Paragraph 12 deals with the Crossways Trust. There 
we shall eventually have ten vacancies to fill. In that con- 
nection I wish to say how much we owe to Mr Loveday, 
a senior assistant secre of the Institute, who does an 
enormous amount of work in this regard. He is also chairman 
of the House Committee of the Grosvenor House Home at 
Brighton. 

We much regret that Sir Nicholas Waterhouse has found 
it necessary to retire from the Executive Committee. .We 
are very grateful for all the assistance he has given us for 
many ycars. 

The New President 


I am very glad to announce that Mr W. S. Carrington 
has kindly agreed to accept the office of President and 1 
am quite sure that he will be a fine support for the Associ- 
ation and will do a grand job of work. (Hear, hear.) I am 
very grateful to Mr Carrington for accepting the office. 
Then we come to paragraph 17. The Investment Sub- 
' Committee have done a very fine job of work. Mr Davis 
and Mr Eke are both members of the Executive Committee. 


Mr Touche is not a member of that committee; we have' 


asked him to join it but in his modesty he has declined. 
That the committee has done good work is emphasized 
by the fact that, while the investments stand kr 116,986 
in the balance sheet, their market value on February 28th 
was £178,776, showing an appreciation of £61,790. If 
this was added in, the balance sheet total would become 
£199,118. It is not many years since Í remember making 
the remark from this chair that we were in sight of {£100,000 
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SEVENTY-FIRST ANNUAL GENERAL MEETING 


The seventy-first annual general meeting of The Chartered Accountants’ Benevolent 
Association was held on May 1st following the annual meeting of the Institute. 
Mr George R. Freeman, F.C.A., President of the Association, was in the chair. 


-and in February 1957. In 1919 I became a member of the 
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in our balance sheet. I recall that that remark was.received 

Sone ood deal of y as , and yet now we have ne 
£200,000. (Applaus 

jns brings me to some Geng Mr Loveday has kindly 

given me some figures for the years ending in 1920, in 1936, 


Executive Committee of the Association. In 1936 I became 
President. In 1920 the number of cases on our books was 
53; in 1936 it was 103 and in 1957 it was ror, so that we 
have not actually increased the number of cases since 
1936, but the figures of relief are very different. In 1920 
the figure was £2,113; in 1936 £5,249 and in 1957 £11,305. 
Subscriptions in 1920 were £1,423; in 1936 £3,605, and in 
1957 £7,136. The biggest increase, however, is in interest 
and dividends. In 1920 we had only £909 and in 1936, 
£1,770, but in 1957 the figure has risen to £7,562. 


Need of Increased Support for the Association 


I am now going back to paragraph 6 of the report. 
paragraph was drafted by Mr Carrington and I am ve 
much obliged to him for setting out the position in such a 
lucid manner. He emphasizes the point that the Board of 
Governors must try to build up the funds for future com- 
mitments. In that regard I should like to make a few 
comments, comparing 1957 with 1952, or five years ago. 
In 1952 the number of members of the Institute was 16,079 
and the number of members of the Benevolent Association 
was 3,066. That means that 19 per cent of the members of 
the Institute were members SCH the Association. In 1957 
there were 19,414 members of the Institute and only 3,411 
members of the Association, so that the proportion had 
dropped from 19 to 17:5 per cent, which I feel shows that 
the members of the Institute are not supporting the Bene- 
volent Association as much as they did in 1952. In 1952 the 
average contribution of members of the Association was 
£1 138 6d; in 1957 it was £2 2s 1d. That increased figure i 
to some extent accounted for by income tax from deeds of 
covenant, but I think it shows that those who are members 
of the Association are supporting us to a greater extent than 
they did in the past. 


Membership has increased in those years by 345, of 
whom 245 are annual governors, who subscribe £3 35; 
many of them do so under deed, which is a great benefit 
to the Association. The great thing, however, is that.annual 
members show an increase of fifty-three in those five years, 
which is only 2 per cent additional membership since 1952. 
I think that is very meagre and I feel that it shows that 
ordinary members of the Institute are not supporting the 
Association as well as they could. I cannot imagine that 
even 10 per cent of the members of the Institute are not | 
doing well enough to be able to support themselves and -4 
have a little money over. I think that of the other 9o per 
ois at least half should support this Association. After all, 

ea a year is only 5d a week and I feel that it is rather 
lot on the members of the Institute that they do not 
ae the Association to a greater extent. If they sub- 
scribed a guinea a year it would be a great help to the funds 
of the Association. My remarks may sound a little bit 
drastic but, as this is the last time that I shall say anything 
from this chair, I wanted to make some remarks which 
seemed to me apposite. 
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| Before I call upon Mr Carrington to second the resolution 
pr the adoption of the report and accounts, I come to the 
oint of saying goodbye to you. I do so with some emotion 
nd i in doing so I should like to bring these words to your 
ttention. May the Association always be so well supported 
»y members of the Institute that there are ample funds for 
resent needs and future reserves. May calls on the Associ- 
tion be small for the reason that all members of the Institute 
re well supplied with funds and themselves have the sense 
o provide for and look after their dependants; but, if calls 
lo come, may they be met by the Executive Committee 
vith liberality, benevolence and sympathy. In saying 


mé to you with those words. I hope that the Association 


nay continue to flourish. (Applause.) I move the adoption 
f the report and accounts. 


W. S. CARRINGTON, F.C.A., seconded the resolution. 


The President then invited questions. 


Discussion 


MR H. A. KINNEY, F.c.a.: Mr President, personally I 
lo not agree that it is very gratifying that we have accumu- 
ated £200,000. This is a benevolent fund. I agree with you 
hat there are many members of the Institute who do not 
contribute; I have approached some of. them myself. As 
his is a benevolent fund, could you not give more help, 
or instance in the direction of education, not waiting for 
abes of dire necessity, but endeavouring to give orphans 
he chance which they would have had it their fathers had 
ween alive? Let us use our funds more widely. I feel that 
f'the Association showed a debit balance instead of an 
iccumulated fund, many more members would come 
orward and help. 


HE PRESIDENT: I can assure you, sir, that the Executive 
ittee take very careful consideration of all matters 
nd that they do act in a generous manner. They provide 
lp whenever they can in the way of education and in other 
ee I think you will find proof of that if you turn to 
he figures which I have already quoted. As I said, in 
February 1936 we had 103 cases and spent in relief £5,249 
whereas in 1957 we had 101 cases — two fewer — but relic? 
ost us £11,305, so that we doubled the amount of relief in 
hose years, for the benefit of the same number of people. 
Jf course, that is to some extent a reflection of inflation and 
he value of money but, in comparing these figures, we 
nust take into account the very considerable increase in 
he amount now obtainable through National Assistance 
which our beneficiaries have received. 

I should just like to point out that the balance sheet total 
X £200,000 represents some {10 for every member of 
ge prt If anyone said to me ‘You do not want money 
when you already have {10 for every member of the Insti- 
ute’, I should say, ‘What about it? That £10 comes from 
yenefactions and legacies in the past but you have not put 
ip ten shillings’. That would be my answer to him. I do 
eel that the members of the Institute should consider it a 
eh and a duty to support the Benevolent Association. 

ear, 

The resolution was carried unanimously. 

The retiring Hon. Auditors, Mr Geoffrey Bostock, F.C.A., 
ind Mr L. W. Bingham, F.c.a., were thanked for their 
iervices and unanimously reappointed. 


THE PRESIDENT: We are indeed very grateful to our 
iuditors. They certainly have no sinecure; they do a lot of 
vork and we owe them our thanks. I should also like to take 
Be opportunity of mentioning that our staff have all 
worked very hard. I have already referred to Mr Loveday, 
who superintends the work of the Association. Mr Harvey 
dso helps us a lot and Miss Arkell acts as our almoner and 
s most helpful in many ways. In fact, practically all the 
itaff of the Institute are in some form or other engaged in 
work for the Association, for which the Association does 
10t have to pay. We are indeed very grateful to them all. 
Hear, hear.) Well, gentlemen, that 1s all I have to say to 
rou and I now wish you God-speed. (Loud applause.) 
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Tribute to Mr Freeman 


Str HaroLD M. BARTON, F.C.&.:: Gentlemen, I am sure 
you-will all agree that we cannot allow the proceedings of 
this meeting to terminate without saying goodbye to Mr 
Freeman. (Hear, hear.) The way he has conducted this 
meeting this afternoon and what he has said show how 
deeply he has the interests of this Association at heart. 
Those who have had the privilege of working with him 
on the Executive Committee or as a governor know what 
a tremendous amount of time he has devoted to this Associ- 
ation, for which he has such deep affection. His interest 
is indeed extraordinary, as is the amount of detail which 
he carries in his head. We shall certainly miss him greatly, 
and Mr Carrington has got to live up to the standards which 
our friend, George Freeman, has established. 

It would not be inappropriate if we were to pass a 
resolution to be recorded in the proceedings of this meeting. 
In a paragraph i in the report is recorded what the Board of 

overnors have to say about Mr Freeman. The Board 

confirmed what the Executive Committee had to say and 
now I think it would be a good thing if the members were 
to endorse it at this meeting. The resolution which I 
suggest is: 

“This meeting of members of The Chartered Accountants’ 
Benevolent Association unanimously agrees to place on record 
its great appreciation of Mr Freeman’s erosity to the 
Association and of the energy, understanding, wisdom and 
unsurpassed devotion to the affairs of the Association which 
have been given so freely by Mr Freeman both as 2 member of 
the Executive Committee ance April 1919, and as its President 
for the last twenty-one 

I propose that and ask Sir H. Harold Howitt to second it. 


Sm HaRoLD G. HOoWITT, G.B.E, D.8.0., M.C., D.C.L., 
F.C.A.: Mr President and gentlemen, I am only too delighted 
to "Second the resolution which Sir Harold Barton has so 
kindly prepared for us. I think that this meeting is not just 
a business meeting today; it is very definitely full of emotion. 
Mr Freeman has told us quite frankly that he feels emotion 
himself and I should like to tell him in return that we all 
feel the same. (Hear, hear.) We are deeply grateful to him. 
He has been President for twenty-one years and he has 
told us that he has been actually associated with the 


. governing body since 1919. That to all of us is a very long 


SS and to many of us it seems to be going back to the 

beginnings of accountancy. 

ne wonders — to use an Americanism — what it ‘takes’ to 
be President for so long. You can see from Mr Freeman's 
review of the past year what it ‘takes’, It takes great ability 
painstaking study of details and so on, but the essen 
thing is to have a heart of gold and that is what Mr Freeman 
has. (Applause.) 

‘Any of us who has been privileged to sit with him on 
the governing body, in connection for instance, with in- 
vestigations, knows that he is always the advocate of hard 
cases. Anyone coming to Mr Freeman can be quite sure 
of fair and generous help. I heartily sup that Sir 
Harold Barton has said and am very glad to have the 
privilege of seconding this resolution. (Applause.) 


Sin Hagorp Barton: May I formally put that resolution? 
(Applause and cries of cary 


‘THe PRESIDENT: Sir Harold Barton, Sir Harold Howitt 
and friends, I thank you from the bottom of my heart 
for the very kind AURA and for the very kind things you 
have said. I have taken very great interest in this Association 
since long before 1920. In the very early days, in the 18908, 
I took an interest in it and I well remember that one of the 
first men I came across was Gérard van de Linde, who is 


. probably only a name to most of you in this hall. He was 


one of the big factors in the success of the Association in 
its early days and I am very glad that I had the privilege 
of being associated with him then. 

I thank you all for letting me go with such a nice feeling 
of good fellowship and for your erae of my efforts. 
Thank you very much indeed. (Applaus 

‘The proceedings then terminated. 


The second conference of The Institute of Chartered 
Accountants in Ireland was held at The Royal Hibernian 
Hotel, Dublin, on Friday, May 3rd, and was attended 
by more than ninety members. 

Following an address by the President, Mr Frank 
Cleland, r.c.a., Belfast, the chair at the morning session 
was taken by Mr James Walker, F.C.A., Belfast, a 
member of the Council. À stimulating paper read by 
Mr W. H. O'Donnell, rF.c.A,, Limerick, on ‘Some 
taxation problems’, gave rise to an interesting discussion 


. SIXTY-NINTH ANNUAL MEETING 


The sixty-ninth annual meeting of the Institute was 
held on the following day, Saturday, May 4th, in the 
Dawson Hall, 42 Dawson Street, Dublin. The Presi- 
dent, Mr Frank Cleland, F.C.A., was in the chair, and 
there were sixty-three members present. 


PRESIDENTIAL ADDRESS 


Before delivering his address, the President referred 
to the second conference of the Institute held on the 
Friday, and congratulated all those who had contri- 
buted to the success of the conference. 

In his address, Mr Cleland said: 


Membership 


. The net increase of 37 in the year brought our member- 
ship at December 3íst, 1956, to 1,002. From the 
statement in the Council’s report you will observe that 
70 per cent of our members are not in practice and 
that compared with December 318t, 1955, the number 
of practising members has dropped from 309 to 300. 


Articled Clerks 


The number of articles registered during the year was 
53 being 17°7 per cent of practising members against 
62 or 20 per cent last year. Two hundred and fifty clerks 
were serving under articles at December 318t, 1956, 
being 83:3 per cent of the number of members in 
practice at that date. 'l'he corresponding figures at 
December 31st, 1955, were 293 and 94:8 per cent. 
The ratio of clerks under articles to practising members 
has dropped steadily since 1950 when the percentage 
was 119°5. If the trend of the last few years continues 
we shall reach a point when our total membership will 
decline. 

There are, I believe, two possible reasons for the 
diminishing intake of articled clerks, One is that the 
low overall percentage of passes in our Final exami- 
nations may deter young men from entering the 
profession. On finding tbat only 32 per cent of the 
candidates passed the Final in 1954. and 30 per cent 
in both 1955 and 1956 some may feel that their chance 
of success is unreasonably small and consequently 
turn to something else. These percentages are cer- 
tainly low and I think may be misleading. It should be 
remembered that these figures include all candidates 
and that many of them have sat for the examination 
several times before. Last November, for example, 
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. Clearly many young men entering the profession are 


. I believe, we are all agreed that no other way can give 
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led by the appointed speakers, Mr R. E. McClure 
F.C.A., Belfast, and Mr G. L. M. Wheeler, F.c.a., Dublin 

The afternoon session, at which the chair was take 
by Mr R. P. F. Olden, F.c.a., Cork, a member of th 
Council, was devoted to a comprehensive paper 
by Mr A. S. Boyd, F.c.a., Belfast, on “The financing o 
private companies with particular reference to d 
duties’. The appointed speakers to this paper 
Mr L. G. Chance, F.c.a., Dublin, and Mr G. E. 
Cameron, F.C.A., Belfast. 


fourteen candidates were making their third appearance 
and only one of them passed, eight were making their 
fourth attempt, two being successful; three, making their 
fifth appearance, failed and of seven, sitting for the 
sixth time, only one passed. On the other hand — and 
this is the point I should like to emphasize — at that 
examination thirty-five candidates were sitting for the 
first time and eighteen (over 51 per cent) passed. 


ill-fitted for it and their many unsuccessful attempts 
has a depressing effect on the pass figure. The pe 
centage of first-time candidates passing in I954 w 
46, in 1955, 38 and in 1956, 45. These figures are 
considerably higher than those for all candidates and 
indicate that an intelligent candidate, well prepared, 
has every.chance of success at the first attempt. 

As you will have seen from the report, the Council 
is at present studying a report on our system of 
examinations prepared by a committee appointed by 
the Council. It is not possible for me to make any 
comment on this now. 


clerks is an economic one. 
many opportunities for young men leaving the gramma 
and public schools to obtain positions which, offe 
immediate rewards not obtainable in accountancy. In 
the long run the reward may be less, but that takes 
away but little from the attractiveness of a good 
commencing salary in the case of parents whose 
resources would be severely strained to-rhaintain a ` 
boy during his term of articles. Some of the bigger — 
industrial firms in the North not only pay their 
apprentices well but encourage them to take a degree 
at the university, in the firm’s time and at their expense. 
Therefore, from the financial side, at the beginning at - 
any rate, accountancy does not offer the most attractive 
opening. We know that on qualifying, few professions 
offer a wider scope than does accountancy. 
Membership of the Institute is obtained in ong v 

only — by examination with service under articles and, 


so sound a training. I believe, equally strongly, how- 
ever, that the system whereby a premium is paid and 
is returned in whole or in part over the term of articles 
is not in keeping with present-day conditions and may 
ultimately be abandoned. 'T'his is a personal view and 
is not necessarily shared by my colleagues on the 
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Council. In 1939, 15 per cent of the articles registered 
"carried a nominal premium of {10 or under, the pro~ 
portion in the Republic being much the same as in 
“Northern Ireland. In 1956 the percentage of such 
articles registered was 20 per cent, but in the Republic 
‘the figure dropped to only 9 per cent, whereas in 
Northern Ireland it rose to 39 per cent. In other 
words one in each ten articles registered from thé 
Republic and four in each ten from Northern Ireland 
carried no premium or only a nominal one. Í under- 
stand that in England the percentage is about 85. 
If, as I believe, the profession is losing promising 
~young men because of financial conditions during 
. ticles I would ask practising members to give the 
E serious consideration. No young man of 
er and with the necessary educational quali- 
fications should be prevented from becoming a 
Chartered Accountant simply because his people are 
unable to keep him during the term of his articles. 


Integration 

As you know our members have approved the scheme 
of integration with the Society, as have also the 
members of the English and Scottish Institutes. 'l'he 
matter rests now with the members of the Society. If 
the scheme is approved by them, then I am certain 
that the profession will have acted, not only in its 
own interests, but, what is more important, for the 
benefit of the public. 

'The membership of the Institute would increase 
by the entry of some 350 members of the Society, an 

"(accession of strength beyond mere numbers. 


d District Societies 
It is indeed pleasant to record another year's progress 
by the three district societies, whose committees 
deserve our thanks for their energetic conduct of the 
Societies’ affairs. My wife and I were the guests of the 
Belfast Society at its Golden Jubilee celebrations. In 
this, its fifty-first year, it is stronger and more active 


than ever. 

, Conclusion 

Mr Orr is attending his second annual general meeting 
'88 our secretary, a position which he has filled most 
| ably in a very difficult year. I am much indebted to 
; him for all the help he has so willingly given me. 
"Cam most grateful too to each of my colleagues on 

the Council for the never-failing kindness and con- 

sideration shown me. 

I now beg to move the adoption of the Report of 
the Council and the Accounts for the year ended 
December 31st, 1956, and ask Mr Klingner, the Vice- 
President, to second the motion. 

The Vice-President, Mr G. F. Klingner, having 
seconded the adoption of the report and accounts, 
the resolution was put to the meeting and was carried 


unanimously. 
ELECTIONS 
Elections to the Council 


~The six retiring members of the Council, Messrs G. E. 
Cameron, Frank Cleland, R. E. McClure, R. P. F. 
Olden, James Walker and D. McC. Watson, were 
declared re-elected, on the proposal of Mr W. H. 
O'Donnell, seconded by Mr P. J. Purtill, no other 
nominations having been received. 


Election of President 
Mr George Francis Klingner, F.c.a., Dublin, was 
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unanimoisly elected President for the ensuing year 
on the proposal of Mr Frank Cleland, seconded by 
Mr Patrick Butler. Mr Klingner thereupon took the 
chair and thanked the members for the honour they 
had conferred upon him. He said that it had been both 
a privilege and a pleasure to serve as Vice-President 
during Mr .Cleland’s term of office, and that the 
Institute owed a great debt of gratitude to its outgoing 
President. 
Election of Vice-President 


Mr James Walker, ¥.c.a., Belfast, was unanimously 


élected Vice-President, on.the proposal of Mr R. C. 
Lewis-Crosby seconded by Mr A. S. Boyd. 


Officers 


On the proposal of Mr N. V. Hogan, seconded by 
Mr R. P. F. Olden, Mr Hugh Stevenson, F.c.A., Belfast, 
was unanimously re-elected Joint Honorary Secretary 
and ‘Treasurer. l 

The auditors, Mr William Duffield, F.C.A., Belfast, 
"and Mr H. H. Forsyth, LL.B., F.C.&., Dublin, were 
unanimously reappointed on the proposal of Mr A. A. 
Farrell, seconded by Mr W. J. McHugh. 


MEMBERS’ NOTICES OF MOTION 


Re Secret Poll 

"The following resolution proposed by Mr G. L. M. 
Wheeler and seconded by Mr C. F. Smith was defeated 
on a show of hands: l 

. "That the Council takes steps to have the Bye-laws 
is demanded the vote 


b 


: "m amended so that where a po 
' should be secret.’ 

‘ The members who spoke on the motion were Messrs 

E. O'Carroll, D. W. Pratt, H. T. Montgomery, E. A. 

Grace, H. Meharg, H. W. Robinson and G. F. 


Klingner (President). EE 


Articled Clerks and District Society Membership 
Registration Fee for Articles of Clerkship 


With the approval of bis seconders (Messrs H. H. 
Forsyth and H. McHoul respectively Mr G. L. M. 
Wheeler withdrew the undermentioned resolutions 
after a discussion in which the following members 
took part - Messrs R. I. Morrison, R. N. Crawford, 
R. I. George, D. W. Pratt, J. J. Patterson, P. J. 
Purtill, P. W. Britton, J. Lowe, E. W. McDowell, 
E. A. Grace and the President (Mr G. F. Klingner): 
‘That it be obligatory upon Articled Clerks during their 
period of Articles to be a member of some district society. 
. "That on registration of Articles a fee of 20 guineas be 
paid by the person entering into Articles and that such 
fee be paid to 'T'he Institute of Chartered Accountants in 
Ireland to form a fund which would be used by the 


Institute for the purpose of: 
(a) furthering the educational. facilities available to 


Articled Clerks; 
and/or 


(b) in the provision of meetings, lectures run either by 
the Institute or district societies; 
and/or 
(c) in the publication of text-books. 


VOTE OF THANKS 
Before the conclusion of the meeting a cordial vote 
of thanks to the outgoing President was proposed by 
Mr Patrick Butler, who paid tribute to Mr Cleland's 
services to the Institute during his two-year term of 
office. The vote of thanks, which was warmly supported 
by Mr R. E. McClure, was carried with acclamation. 
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A meeting of the Council of the Institute was held in 
Dublin on Thursday, May 2nd, 1957. 


Attendance 


The President, Mr Frank Cleland, was in the chair, 
and there were also present: 


. Messrs G. F. Klingner, Vice-President, John Bacon, 
G. A. P. Bryan, Patrick Butler, M. M. Connor, A E. Daw- 
son, N. V. Hogan, R. E. McClure, R. P. F. Olden, H. W. 
Robinson, James Walker and D. MacC. Watson, with 
the . Secretary and Joint Secretary and Treasurer in 
attendance. 


Apologies for absence were submitted from Messrs 
H. E. A. Addy, G. E. Cameron, J. F. Dempsey, 
James Graham, and H. T. Montgomery. 


* e 
New Legislation 
All new Acts are noted in this column, together with those Statutory Instruments which are 
of interest to the profession. The date given indicates when an Act received the Royal Assent 


or tohen a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC2. 


STATUTES 
(5 & 6 Eliz. 2) 
Chapter 16: Nurses Agencies Act, 1957 


An Act to consolidate certain enactments relating to 
agencies for the supply of nurses. 


Price 8d net. March 2xst, 1957. 


Chapter 17: Rating and Valuation Act, 1957 


An Act to reduce, during the currency of existing 
valuation lists, the rateable value of certain heredita- 
ments; to make further provision as to the amounts 
payable by way of rates or in lieu of rates by the British 
Transport Commission, the Central Electricity Author- 
ity and Area Gas Boards; to amend the provisions of 
the Local Government Act, 1948, as to the ascertain- 
ment of the rateable value for an area; and for pur- 
poses connected with the matters aforesaid. 


Price 6d net. March 21st, 1957. 


Chapter 18: Customs Duties (Dumping and 
Subsidies) Act, 1957 
An Act to authorize the imposition of duties of customs 
where goods have been dumped or subsidized, and for 


connected purposes. 
April r7th, 1957. 


Price 8d net. 
Chapter 19: Public Health Officers 
(Deputies) Act, 1957 

An Act to dispense with the consent of the Minister of 
Health to the appointment under the Local Govern- 
ment Act, 1933, or the London Government Act, 1939, 
of deputies of medical officers of health and deputies of 
public health inspectors. 

Price 3d net. April r71h, 1957. 
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Death . 
The death of Mr James Pinkerton, F.c.A., of Belfast, 
was reported and noted with regret. 


Fellowship 
The following Associates were elected to Fellowship: 
Barclay Philip Clibborn, Cork; John William Good, 


Dublin. 

Associateship in Practice 
Mr John Adamson Petticrew, A.C.A., Belfast, 
admitted to practice. 

Examinations — May 1957 


It was noted that 183 entries had been received 
the forthcoming examinations, as follows: 


was 


Final .. (X. Wu se 
Intermediate .. $5 95 
Preliminary  .. T 16 


Chapter 20: House of Commons Ge 
Act, 1957 5 


An Act to make provision for disqualifying the holders 
of specified offices for membership of the House of 
Commons, and to repeal the enactments providing for 
the disqualification of the holders of offices or places of 
profit under the Crown and other offices, of persons 
having pensions from the Crown and of persons con- 
tracting with the Crown for or on account of the public 
service, and certain enactments disqualifying members 
of that House for holding other offices; to make 
corresponding provision in respect of the Senate and 
House of Commons of Northern Ireland; and. for 
purposes connected with the matters aforesaid. 

Price 1s 9d net. April 17th, 19 


STATUTORY INSTRUMENTS 


The Restrictive Practices Court Rules, 1957 
(S.I. 1957 No. 603) 
These rules prescribe the procedure to be followed in 
the Restrictive Practices Court. 
Price 7d net. April 1 5th, 1957. 


The Companies (Forms) (Amendment) 
Order, 1957 
(S.I. 1957 No. 606) | 


This Order amends the Companies (Forms) Order,. 


1949. It prescribes new Forms 100A and 1008 for the™ 
purposes of subsection (2) of Section 209 of the Com- 
panies Act, 1948. 

The new Forms will be appropriate whether or not 
the scheme or contract has been approved in the time 
and manner specified in subsection (1) of that section, 
whereas the previous forms were appropriate only 
where the scheme or contract had been so approved. 


Price 3d net. April 1 5th, 1957. 
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LONDON AND DISTRICT SOCIETY OF 
 CHARTERED ACCOUNTANTS =~ 
FIFTEENTH ANNUAL REPORT 


We reproduce below the report of the Committee of the London and District Society 
of Chartered Accountants for the year ended March 31st, 1957, which is to be 
presented at the fifteenth annual general meeting of the Society on Thursday, 
May 23rd, in the Oak Hall of the Institute, Moorgate Place, London EC2, at 6 p.m. 


Committee 
Mr W. E. Parker, C.B.R., Chairman, Mr E. K. Wright, M.A, 
Vice-Chairman, Measrs G. F. Ansell, G, R. Appleyard, C. W. 


Cheney, 
A. Clarke, LL.B., L. R. Elcombe, N. Cassleton Elliott, M.A., 
D. V. House, A. P. Hughes, G. B. C. Hughes, BA., 

. Huntington-Whiteley, J. A. B. K 


, BA, W. K. Wells, B.A, E. F. G. Whinney, 
W. G. Cocke, T.D., M.A., Hon. Secretary. 


Report for the Year ended March 31st, 1957 
Membership 


The membership of the Society on March 31st, 1957, was 
3,172 against 2,684 last year, being a net increase of 488. 
In ber a letter was sent to all members of the 
Institute in the area of the Society, who were not members 
of it, encouraging them to join. Enclosed with this were 
pies of the last annual report, the current programme and 
copy of a letter which is being sent to newly-qualified 
members of the Institute. s 
| . The area of the Society includes the counties of London, 
Middlesex, Hertfordshire, Bedfordshire, Buckinghamshire, 
Se and Surrey and part of Essex, Kent and Oxford- 
s 
All members of the Institute registered as residing, 
practising or employed in the area of the Society are entitled 
to be admitted to membership without payment, on appli- 
cation to the Secretary. Those registered outside the area 
may, with the approval of the Committee, also join the 
ociety. 









e 
- 


Functions for Members 
(a) Evening Meetings 
The following addresses were given in the Oak Hall of the 
Institute at evening meetings: 


*—4 October 3oth, 1956. ‘Some problems of a company 
secretary’, by Mr P. A. Macrory, B.A., Secretary of 
Unilever Limited. 

December 4th, 1956. ‘Pensions for self-employed’, by 
Mr T. A. Hamilton Baynes, M.A., F.C.A. 

January 29th, 1957. “The Trade Unions’, by Mr G. 
Woodcock, Assistant General Secretary, Trades 
Union Congreas.! 

February 26th, 1957. ‘Surtax on controlled companies’, 
by Mr F. N. Bucher, oc? 

March 14th, 1957. “Thoughts on investing’, by Mr 
E. F. J. Plumridge, F.1.4., F.8.5.? 


e (b) Luncheons 
i Two luncheons were held at the Connaught Rooms, Great 
Geer Street, London, WCa, followed by short addresses, 
namely: 
November i2th, 1956. Mr A W. 'Tuke, Chairman, 
Barclays Bank Ltd.* ` 


1 Reproduced in The Accountant of April 13th, 1957. 

* To be reproduced in a forthcoming issue. 

3 Reproduced in The Accountant of April 6th, 1957. 

* Reproduced in The Accountant of December 8th, 1956. 


‘were held, one in conjunction with 


January arst, 1957. The Very Rev. A. C. Don, K.C Y.O., 
D.D., Dean of Westminster.’ 
The Committee desires to express its appreciation and 
gratitude to all these gentlemen for their addresses. 


. (c) Dinner and Dance 


A dinner and dance was held at The Park Lane Hotel, 
Piccadilly, on February 15th, 1957, and was well attended. 

An invitation to these meetings and functions was ex- 
tended to Scottish and Irish Chartered Accountants in 
London. i 


(d) Annual General Meeting 


Refreshments were available after the Annual General 
Meeting and an opportunity was given to members to meet 


‚London members of the Council, members of the Com- 
mittee and officials of the Institute. 


- . (e) Management Accounting Conferences 


Two residential conferences on Management EE. 
an 

District Society, at The Queen's College, Oxford, on 
July 6th-8th, 1956, and the other at The Grand Hotel, 
Eastbourne, on November 8th-ioth, 1956. For the first 
one, applications were more than double the number of 


‘available places, thereby necessitating a ballot and encourag- 


ing the committee to arrange a further conference. 


(f) Future Major Events 
A residential conference is being arranged on 'l'axation at 
Eastbourne for November 7th-gth, 1957. 


An autumn meeting of the Institute will be held in 
London, October and—4th, 1958, under the auspices of this 


Activities of Subcommittees 


(a) Regional Taxation and Research Committee 


The Regional Taxation and Research Committee has met 
under the chairmanship of Mr L. R. Elcombe to consider 
current legislation and matters referred by the main Taxation 
and Research Committee or raised by members. 


(b) Students’ Societies Committee 
Liaison has been maintained with the Chartered Account- 
ant Students’ Society of London through representatives 
on the ective committees and by the attendance of 
officers of the District Society at Students’ Society social 
functions and, in particular, at a meeting for those successful 
in the November Final examination. 


(c) Advice to Members and Articled Clerks Committee 


A number of applications for advice have been received 
from members, who have been given opportunities of 
consulting members of this committee. 


(d) Programme Committee 

Members of the Society received in the autumn a pro- 
gramme of activities with diary slips and particulars of 
discussion groups. 


5 Reproduced in The Accountant of February gth, 1957. 
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Groups Outside London 


The local groups of members at Reading and Southend 
have had meetings for discussion and to hear lectures and 
also social functions which were visited by members of the 
Committee. 


Their hon. secretaries are: 
Reading and District Group 
Mr J: Sewell, a.c.a., 81 Caversham Road, Reading, Berks. 
Southend Group 
Mr A. A. Stewart, a.c.a., 1 Clifton Terrace, Southend-on- 


Sea, Essex. 


: Discussion Groups in London 


The discussion groups in London have held meetings 
during most months on subjects of topical interest, intro- 
duced either by members or by guest speakers. The meetings 
are informal, and after short opening remarks, all members 
are given the opportunity of contributing to the discus- 
sion. 

New members are always welcome and those interested 


in joining any of the groups mentioned below should write 


to the honorary secretary of that group. 


Central London Discussion Group 
Meets at The Lamb and Flag, 33 Rose Street, Covent 
Garden, London, WCz, at 6.30 p.m., once a month on 
varying days of the week, September to April. The sub- 
scription is 10s per annum. 
Hon. Secretary: Mr S. J. Dent, A.C.A, 187 Wardour 
Street, WI 


City Discussion Group 


Meets at The Cock and Bottle, Laurence Pountney Hill, 


Cannon Street, London, EC4, at 6.15 p.m., on the second 
Wednesday of each month. The subscription is 5s per 
annum. 


Hon. Secretary: Mr J. C. Durnin, A.C.4., 32 Victoria 


Street, SWi. 


North London Discussion Group 
Meets at The Masons’ Arms, 38 Maddox Street (off Regent 
Street), London, Wz, at 6.30 p.m., once a month between 
October and April inclusive. The subscription i is ros 6d per 
annum. 
Hon. Secretary: Mr P. D. Dowell, A GA, 3 The Gables, 
Holden Avenue, N12. 


South-west London Discussion Group 


"Thames, at 6.45 p.m., on the first Monday of each month, 
October to May. The subscription is 10s 6d per annum. 

Hon. Secretary: Mr J. Mitchell, C.A. 122 Leadenhall 
Street, EC3. 
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Council Membership 


The Committee was invited to submit names for the con- 
sideration of the Council in the filling of London vacancies. 
From the names recommended the Council selected Messrs 
H. A. Benson, J. H. Mann and W. E. Parker. 

The Committee considered the names of the London 
members retiring by rotation from the Council at the 1957 
Annual General Meeting and decided not to submit any 
other nominations. 


Vacancies on the Committee 
In Practice ~ Three Vacancies 
Mr A. P. Hughes and Mr C. Romer-Lee, who were elected 
to fill casual vacancies, retire in conformity with Rule 18 
and, being eligible and willing to serve, are deemed to be 
nominated for re-election. ' 


In addition there is a further vacancy EE on the 
recent election to the Council of Mr W, E. Parker 
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. In the course of drafting the scheme of integration an 


` which the scheme was discussed and points of difficulty 


. Mr J. R. Train, F.c.a., has been nominated to the College's 
, Commerce Advisory Committee. 


' ^ Institute on the London Joint Committee of the Universities 
Meets at The Kingston Hotel, Wood Street, Kingston upon!" 


April a5th, 1957. 
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Employed in the Service of a Practising Accountant — 
One Vacancy 
Mr P. R. Bradshaw retires in conformity with Rule 7 and, 
being eligible and willing to serve, is deemed to be nomin- o 
ated for re-election. S 


Not in either of the Foregoing Categories ~ 
Two Vacancies 
Mr C. W. Aston and Mr W. Robinson retire in conformity 
with Rule 7. Mr W. Robinson does not seek re-election, but 
Mr C. W. Aston, being eligible and willing to serve is 
deemed to be nominated for re-election. 


General 
Meeting of District Societies and the Council 2e 


A meeting of representatives of District Societies and 
Members of the Council, with the President of the Institute 
in the chair, was held at the Institute on November 13th, 
1956, when an exchange of views took place on matters of 
general interest to members of the various societies. 


Dinner to the President 


The Committee of the Society, together with London 
members of the Council, will be entertaining the President 
and Vice-President of the Institute and the Presidents of 
the District Societies to an informal dinner on May rat, 


Proposed Integration of the Society with the Institute 


explanatory memorandum, the Council invited representa- ' 
tives of the Committee to discussions of the matter. 

A meeting for all members of the Institute in the London ~ 
district was arranged at the Central Hall, Westminster, at 


explained by the Chairman of the Council's special com- 
mittee, Mr W. H. Lawson. 


Educational Guidance 
At the request of the South-east Essex Technical College, 


Mr R. P. Matthews was elected a representative of the 


and the Accountancy Profession. 


~ 


Benevolent Work 


At the request of the Chartered Accountants! Benevolent 
Association, members were chosen to visit certain applicants. 


Badge of Office for Chairman 
The badge of office for the chairman was available for 
inspectión by members at the annual general meeting and 
has been worn at the annual dinners of the other district 
societies and other professional bodies. 

The artistry and craftsmanship of the badge were con- 
sidered so highly by the Goldsmiths’ Company that it 
was borrowed for exhibitions at Bradford and ewcastle. n 
Suggestions by Members | 
The Committee welcomes suggestions for consideration 
and discussion on any matters of interest to mem 


For and on behalf of the Committee, 
W. E. PARKER, 
. Chairman. 
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"The eighty-seventh annual general meeting of the 
Liverpool Society of Chartered Accountants was held 
at the Constitutional Club, Liverpool, last Monday, 
preceded by a luncheon attended by sixty-one members, 
Mr T. A. Macfarlane, B.A., F.C.A., was in the chair. 

According to the report of the committee for 1956, 
the Society’s total membership at December . 31st, 
956, was 636 —ten more than a year ‘earlier. This 
figure includes 84 members in the Chester and North 
Wales Branch, and 69 in the South Lancashire Branch; 

- The report records another year of continued 
| | activity, a notable event being a residential course 
| on management accounting when the experiment was 
tried and proved eminently successful, of inviting a 
number of non-accountants occupying executive posi- 
tions in industry. 


The President's Address 


In the course'of his address to the meeting, the 
resident said: 


‘In proposing the adoption of the report and accounts I 

el that in view of the detailed information given in the 

Eon regarding the activities of thé Society during the 

ast year, there are few matters on which I need comment. 

Hr the outset, however, I do wish to express not only my 

own personal thanks, but I am certain, your thanks also, 

to all those who have devoted so much of their time either 

in attending to the affairs of the Society or in acting as its 
representatives, 

‘Of the work of our Hon. ‘Secretary, Mr John Allan, it is 
impossible for me to speak too-highly and we must all be 
very indebted to him. The growing volume of work falling 
on the hon. secretary and the consequent increase in the 
calls not only on his time but also on that of his staff have, 


as stated in the report, been giving cause for anxiety for a. 


number of years since the Committee has felt that the 
might be rapidly approaching when no one SE 
repared to take on the job. About four. years ago th 
Societyle- annual dinner and everything to do with it 
Pgolfing activities, were ' off" and separate hon. 
secretaries appointed, but that has proved to be insufficient 
relief. Accordingly, since the close of the year, a secretarial 
assistant has been engaged who will be able to assist in 
carrying out routine duties and to deal with all the typing 
and duplicating work for which previous hon. secretaries 
have had to rely upon their own staffs. This new appoint- 
ment will involve additional expenditure but in the event 
of the Institute's scheme of integration becoming a Siri 
it is hoped that there will be an increase in our tempe 
and that the additional subscription income will go a iene 
way, if not the whole way, towards meeting the in 
expenditure. If, however, some increase in subscriptions 
should be necessary; I trust that members will appreciate 
(hat the present rates of subscription have been in force for 


rover twenty years which, in these days, is fairly remarkable, 


Recruitment of Junior Staff 


‘One other problem which the committee tackled during 
the year was that of recruiting junior staff into the offices 
of practising members, a problem which in this nuclear 
| al electronic age is becoming more and more-acute. The 
committee was convinced that the chief cause of this problem 
was lack of information and knowledge regarding the work 
of our profession and the prospects available and accordingly 
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a sub-committee was ge with Mr Cecil Taylor as its 
chairman, to prepare a pamphlet which young girls and 
boys about to leave school would find easy reading. All 
firms have received copies of this pamphlet and judging 
by the complimentary observations made by our own 
members, and by the great interest shown by other district 
societies which have already intimated that they may 
require possibly. more than 10,000 additional copies to be 
supplied to them, I feel that there is no doubt that Mr 
Taylor's sub-committee is to be congratulated on the 
result of its work.’ 


After referring to the proposed integration scheme, 
and commenting that details of the Institute's pensions 
schemes are likely to be issued before the end of this 


month, Mr Macfarlane continued: 


The Finance Bill 


“We are probably all relieved by the knowledge that the 
recent Finance Bill does not propose any new taxes but 
I am afraid that the Council’s plea to the Chancellor of the 
Exchequer that tortuous language should be avoided in 
taxation legislation, would appear to have fallen on stony 
ground in that the proposal to exempt overseas trade 
corporations from income tax and profits tax on their 
undistributed income, involves no less than fifteen clauses 
in the Bill and five schedules. Nevertheless, we must 
welcome the personal tax concessions which have been 
granted, even though they may be long overdue, but I; 
personally, must confess that | was disappointed that with 
the surplus at his disposal, the Chancellor could not sce 
his way to a general reduction in the present high rate of 
taxation which, I believe, is doing irreparable damage. 
We have been told time and time again that high taxation is 
necessary to curb inflation, but I would submit that it is a 
policy which has been proved to be a failure. 

‘If taxation could be reduced to give men and women 
a reasonable chance of having a small surplus of income, 
I do not believe that they would immediately rush off to 
buy television sets or washing machines. On the contrary, 
I believe that they would accept the opportunity of saving 
on their own initiative which would be so. much more 
acceptable than artificial inducements such. as premium 
bonds. I also believe that lower taxation might help to 
reduce unrest in industry and the spiral of wage demands 
and that this, in turn, might save us, for instance, from the 
humiliation of seeing our shipbuilding industry deteriorate 
to the extent that it has lost its world supremacy and is now 
playing second fiddle to Tapan.' 


Elections 


Mr J. M. Harvey; F.C.A., Mr P. C. Lloyd, F.C.A., and 
Mr T. A. Macfarlane, B.A., F.C.A., were elected 
members of the committee. - 

The Hon. Auditors, Mr G. F. Elsworth, P.C.A.), 
and Mr P. S. Cooper, F.C.A., were reappointed, | a vote 
of thanks for their past services being proposed by 
Mr T. E. Entwistle, A.C.A 


Tribute to President 


A vote of thanks to. Mr Macfarlane for his services as 
President during the. past year, proposed by Mr 
E. N. Macdonald, D.F.C., F.C.A., the Immediate Past 
President, was received with acclamation, The 
President suitably replied. —  . Km 


Ter - 
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PERSONAL 


Messrs GRAHAMS, RINTOUL, Hay, Der & Co, 
Chartered Accountants, of 105 St Vincent Street, 
Glasgow, C2, announce with deep regret the death on 
Monday, May 6th, 1957, of their senior partner, 
Sir David Allan Hay, K.B.E., J.P., C.A. [An obituary 
notice appears below.] 

Messrs Eastog & ViNCENT, Chartered Accountants, 
of 7 West Street, Liskeard, Cornwall, announce that 
as from May rst, 1957, they have admitted to partner- 
ship Mr Jonn H. Day, a.c.a., who has, for some time, 
been a member of their staff. The name of the firm will 
be changed to EasroE, Vincent & Day, Chartered 
Accountants. 

Messrs WRIGHT, STEVENS & Ltioyp, Chartered 
Accountants of Norfolk House, Laurence Pountney 
Hill, London, EC4, announce that as from May rst, 
1957, they have admitted to partnership Mr DEREK 
Victor. HINKLEY, A.C.A., who has been a member of 
their staff for some years; the style of the firm will 
remain unchanged. They also announce that they 
have now opened a branch office at Drayton Lodge, 
117 High Street, Orpington, Kent. Telephone: 
Orpington 29949. . 

Messrs KnegesHaw, Morrarr & Co, Chartered 
Accountants, of 6 Grimshaw Street, Burnley, and 35 
Clifton Street, Blackpool, regret to announce the death 
on April 27th of Mr JoHN KNEESHAW, F.C.A., who 
founded the firm in 1909 and had been a partner 
continuously thereafter. Mr KNEESHAW, who was 
aged 74, was widely known in north-west England for 
his public work. 

Mn H. GnAHAM HOUSE, M.A., announces that as from 
April x 1957, the practices of GRAHAM House & 
Co, C. A. Bowyer & Co, and P. R. B. Hemery & Co 
were transferred to new offices at 174 High Srteet, 
Hounslow, Middlesex (telephones: Hounslow 3979 
and 7645), and that Mr J. W. LANGMEAD, F.A.C.C.A., 
has joined the firms as chief assistant. 


PROFESSIONAL NOTES 


Mr W. W. Noakes, J.P., A.c.A., financial director 
of N. Corah (St Margaret) Ltd, has been appointed 
vice-chairman of the company. 

Mr Kenneth M. Moss, F.C.A, vice-president of 
Bingley Building Society. since 1949, has been ap- 
pointed president of the Society. 

Mr J. G. S. Gammell, M.B.E., C.A., has been appointed 
a director of Bank Insurance Trust Corporation Ltd. 

Mr L. A. D. Giles, F.c.a., of Crawley, has been 
elected President of Crawley and District Chamber 
of Trade. 

Mr A. A. Arnold, F.c.1.8., has been appointed sec- 
retary of The Institute of Taxation in succession to 
Mr G. B. Burr, who has resigned. 


OBITUARY 
Sir Davin ALLAN HAY, K.B.E., C.A. 
We have learned with regret of the death in Glasgow 
on May 6th of Sir David Allan Hay, K.B.E., C.A., 
senior partner in the firm of Grahams, Rintoul, Hay, 
Bell & Co, Chartered Accountants, of Glasgow and 
London. He was President of The Institute of Chart- 
ered Acceuntants of Scotland for the year 1952-53. 
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. service he rendered as honorary secretary and treasurer 


3oth, of Mr Frank Noel Keen, LL.B., A.C.A., Barrister 




































Sir David, who was born in 1878 in Paisley, was 
educated at Paisley Grammar School and Glasgow 
University. He qualified in rgor and was admitted a 
member of the former Institute of Accountants and 
Actuaries in Glasgow in r9o4, of which body he was 
President from 1942-46. 

Sir David was prominent in political life in the 
west of Scotland and worked for many years for the 
Unionist Party, firstly as a leader in the Junior Im- 
perialist Union and later as a member of the Western 
Divisional Council of which he was convener for: 
two sessions; in 1932 he became President of the 
Scottish Unionist Association. In recognition of the 


of the Soldiers’, Sailors’ and Airmen’s Families 
Association during the First World War, he became 
an O.B.E. and in 1934 he received his Knighthood. 

From July 1936 until July 1937 he served as Com- 
missioner for the Special Areas in Scotland and in 
the latter year was appointed chairman of the Housing 
Association formed to aid local authorities in their 
slum clearance programmes in the special areas. 
He held this post until 1939 when he was promoted 
K.B.E. p 


Mr Frank NOEL KEEN, LL.B., A.C.A., Barrister-at-L 
We have learned with regret of the death on Ap 


at-Law. Mr Keen, who was a brother of Mr W. B 
Keen, the founder of the firm of W. B. Keen Ek Co, 
Chartered Accountants, of London, was articled on 
February 25th, 1887, to the late Charles J. March, 
a partner in that firm. Passing the Intermediate 
examination in December 1889, Mr Keen gained 
First Place in the Final two years later and was 
admitted an Associate of the Institute in 1892. He was 
the fifth oldest member of the Institute. 

Mr Keen was one of the very few members who 
have been called to the Bar, he tobk his LL.B.(LONDON) 
in 1897, was called by the Middle Temple in the 
same year and remained actively in practice until 1954. 

Before the First World War, Mr Keen was parti: 
cularly interested in the law as it affects local authorities 
and then, as in later years, he wrote several books on 
the subject. During the early years of the First World 
War he became an active supporter of the League of 
Nations movement and became one of the first 
members of the League of Nations Society in 1915. ` 
Two years later, in 1917, he wrote the first of several 
books on the difficult theme of the constitution of a 
League of Nations, his last work on the subject, 
entitled The Abolition of War, being published in 1955. 


COMMONWEALTH FELLOWSHIP FOR  , 
CHARTERED ACCOUNTANT `>. 4 


Mr I. F. H. Davison, B.8C.(ECON.), A.C.A., of Pug, | 
Witt & Co, Chartered Accountants, of London, has i 
been awarded a Commonwealth Fellowship for | 
1957-58 to study at the University of Michigan. Mr 
Davison, who took the degree of B.Sc.(Econ.) with 
honours at the London School of Economics, special- 
izing in accounting, served his articles with 'l'ansley 
Witt & Co and passed the Final examination of the 
Institute in May 1956, obtaining third place. ` 
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SEVENTH INTERNATIONAL 
^ CONGRESS OF ACCOUNTANTS, 1957 


~In our last issue, details were given of the extent to 
which the United Kingdom accountancy bodies are 
participating in the Seventh International Congress 
to be held in Amsterdam next September. We have 
been asked by the Secretary of the Congress to say 
that interest has been so overwhelming that it has, 
unfortunately, been impossible to accept all the 
applications to attend that have been received. In the 
circumstances, therefore, final registration is open 
only to those who provisionally registered through their 
professional organizations before January 15th, 1957. 


m IN PARLIAMENT 
MINERAL UNDERTAKINGS 


Mr Stevens asked the Chancellor of the Exchequer 
what would be the estimated annual cost to the Ex- 
chequer of granting a depletion allowance for the cost 
..of minerals worked in the United Kingdom on the 
basis that the allowance would bé claimablein respect 
of all minerals held by mineral undertakings, as at 
April 5th, 1957, if the allowance were calculated over 
the life of the reserves on the basis of the fraction set 
out in Section 307 (2) of the Income Tax Act, 1952, 
and assuming the annual output to be that achieved 
in the latest year for which figures are available. 
Mr PETER THORNEYCcROFT: I regret that the infor- 


ration on which to base such an estimate could not be ` 


pootained without undue expenditure of time and 
labour. 

|. Mr Stevens: Does my right hon. friend recall that 
the Royal Commission, in fact, recommended such an 
allowance, albeit limited to after-acquired p roperties; 
and does he realize that the withholding of thea allow- 
ance virtually means that the extractive industries are 
being taxed upon the consumption of their own 
substance? 

Mr 'T'HonNEYCROFT: I am familiar with the recom- 
mendation of the Royal Commission on the subject, 
but to check these properties would mean an investi- 
gation of each one to see whether it was on a royalty or 
an ownership basis, and I think that for the purpose of 

| obtaining the figure it would be a great labour. ` ` 
STEVENS: I wonder whether, in view of the fact 
that the then Economic Secretary said in the debate 
last June that the Government were considering the 
Royal Commission’s recommendations, my right hon. 
friend can say that further consideration is being given 
urgently to this important question? 

Mr 'THonNEYCROFT: We have not included it in the 
current Finance Bill. 

Hansard, April 30th, 1957. Oral Answers. Col. 1. 


SURTAX 

Mr Gorpon WALKER asked the Chancellor of the 
Exchequer the number of surtax payers represented 
_by those earning between {2,000 and £4,000 per 
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annum and by those receiving between £4,000 and 
£10,000 per annum, respectively. 

Mr Power: The estimated numbers of surtax 
payers with earned incomes between {2,000 and 
£4,000 and between {4,000 and {10,000 are 192,000 
and 42,000 respectively 
Hansard, April 30th, 1957. Written Answers. Col. 2. 


EARNED [INCOME RELIEF 


Mr Gorpon WALKER asked the Chancellor of the 
Exchequer the cost in a full year of extending earned 
income relief at two-ninths to incomes between £2,000 
and £4,000 per annum; and the cost of extending 
earned income relief at one-ninth to incomes between 
£4,000 and £10,000 per annum. 


Í Se POWELL: £20 million and £44 million, respec- 


Hound April 30th, 1957. Written Answers. Col. 3. 


| SECTION 350 (1) (a), INcomE TAx ACT, 1952 

Mr STEVENS asked the Chancellor of the Exchequer 
what would be the cost to the Inland Revenue of 
abolishing the provisions of Section 350 (1) (a) of the 
Income Tax Act, 1952. 

Mr P. THORNEYCROFT: Figures on which to base 
an estimate are not readily available but the cost would 
probably be about Zr million. 

Mr Stevens: Does my right hon. friend realize that 


the main burden of this restriction falls chiefly upon 
“the small income tax payer, and has he considered 
"What would be tbe effect of clause 25 of the Finance 


Bill on Section 350? 
Mr 'lHoRNEYCROFT: I do not think that clause 25 


-would have any effect upon the section at all, but, if 


we did, in fact, refund these payments of income tax, 
we should be refunding tax which we had never 


-collected. 


Hansard, April 30th, 1957. Orel Answers. Col. 3. 


TAX AND THE COMMON MARKET 
A meeting of members of the United Kingdom branch 
of the International Fiscal Association, which has its 


headquarters in Amsterdam, will be held on May r6th, 
at 6 p.m., when Dr K. H. Dronkers, acting general 


"Secretary of the Association, will give an address on 


“Taxation implications of Oe establishment of an 
integrated European 
of the Nationale 'l'rust Maatachappij N.V., a general 


"trustee company affiliated to the N ationale Handels- 


bank, Amsterdam, and is a former head of the customs 
and excise department of the Netherlands East-Indies 
and treasurer-general of that territory before the 
transfer of sovereignty. 

A limited number of visitors will be welcome at 
the meeting and applications for tickets of admission 
should be addressed to the branch chairman, Mr 


: C. W. Aston, A.C.A., 122 Leadenhall Street, London, 


EC3. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OP WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





. Dr Dronkers is manager . 


—— 
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- FIRM'S CENTENARY - 


The Bun of Messrs’ James Meston & Co, Chartered 
Accountants, of Aberdeen and London, have been 
celebrating their centenary this week. The firm was 
founded by the late James Meston in Aberdeen in 
1857 and the London firm mm 1897. Messages of 
congratulation have been récetved from the President 
of The Institute of Chartered Accountants of Scotland 
and from many friends both within and outside the 
profession. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED. ACCOUNTANTS 


RESIDENTIAL CONFERENCE ON TAXATION 


A week-end residential conference on taxation is being 
arranged for members of the London and District 
Society of Chartered Accountants. The conference 
will be held at Eastbourne during the three days, 
November .7th—9th, 1957. As accommodation is 
limited to about roo, early application to the ‘Hon. 
Secretary by interested members is advised. 


CHARTERED INSTITUTE OF SECRETARIES 


ANNUAL CONFERENCE 


The annual conference of the Chartered Institute of 
Secretaries is being held in Cardiff on Thursday, 
Friday and Saturday of next week. One of the four 
papers to be presented at the conference will be given 
by Dr J..M. S. Risk, B.COM., PH.D., C.A., F.C.W.A., 
A.C.L8., group controller of accounts, The Brush 
Group Ltd, who will speak. on "The accounting 
panorama.’ 


: ORGAN IZATION AND METHORS 
EXHIBITION 


An Organization and methods exhibition, Se 
by the Metropolitan Boroughs’ (Organization and 
Methods) . Committee, is being held at Westminster 
City Hall, Charing Cross Road, London, WC2, next 
week from May 13th-asth. "The ‘exhibition will 
demonstrate how. the committee helps local councils 
to make the most economical use of ‘man-power and 
materials, and will contain a section devoted to office 
RE and machinery. 


. GOLF AT ST ANDREWS 
TORY FOR Sra JOHN SOMERVILLE, C.A., F.R.8.E. 


Playing over the Old Course at St. Andrews in the 
recent spring medal meeting of the Royal and Ancient 
Golf Club, Sir John Somerville, C.A., F.R.S.E., President 
of the Scottish Institute from 1953-55, won the third 
trophy, the Kangaroo's Paw, for the lowest handicap 
returned. Sir John returned a score of 79 and with 
d ngn of rz strokes be had a winning net score 
o | ` 
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.  . THE SOCIETY > 
OF INCORPORATED ACCOUNTANTS 
INTEGRATION SCHEME MEETINGS ` p 


Informal meetings of members of The Society of 
Incorporated Accountants to discuss the proposed 
integration scheme are being held in many centres 
throughout the United Kingdom and Ireland. 
Arranged under the auspices of district societies, the 
meetings form the prelude to the extraordinary general 
meeting (the date of which has yet to be announced) 
at which members will be required to vote on the 
scheme. A member of the Council and the Secretary 
of the Society are attending the meetings in order to 
explain the scheme and answer members! questions. 
"l'he dates and venue of meetings yet to be held are 
given below: 
May r3th: 'l'ruro, Mansion House at 6 p.m. ` 
 IÓ6ith: Brighton, Red Drawing ` Room, Royal 
Pavilion at 7 p.m. » 
: Portsmouth, Chamber of Commerce Build- 
ing at 6 p.m. 
: Chester, Grosvenor Hotel at 2.30 p.m. 
Liverpool, Exchange Hotel at 6 p.m. 
: Dublin, Royal Hibernian Hotel at 2.30 p.m. 
Colwyn Bay, Colwyn Bay Hotel at 7.30 p.m. 
: Cork, Victoria Hotel at 2.45 p.m. 
: Belfast, District Society Rooms at 2.30 p.m. 
$ Colchester, Red Lion Hotel at 11 a.m. 
Norwich, Royal Hotel at 4 p.m. ` 
DN ewcastle upon Tyne, Connaught Hall, 
Y.M.C.A. at 6.30 p.m. 
: ‘Stockton, Sparks Café at 7 p.m. 
: Leeds, Queens Hotel at 4.30 p.m. l 
Bradford, Victoria Hotel at 7.30 p.m. 
: Hull, Royal Station Hotel at 5.45.p.m. - 
: Sheffield, City (Memorial) Hall at 6.15 p.m. 
: Nottingham, Place and time to be fixed. 
: Northampton, Plough Hotel, Bridge Street 
at 2.15 p.m: 
Leicester, King’s Hall, Grand .Hotel at 
5.30 p.m. 


SEVENTY-FIVE YEARS AGO 

"^ . FROM (pe Accountant or May 13TH, 1882. 
Extract from leading article entitled . 

. . MEETINGS OF CHARTERED ACCOUNTANTS. 

We see by the report of the Manchester Society that 
théy have started the idea of issuing framed lists to- 
parties most likely to require the services of accountants: 
Without at all urging that because Chartered Account- 
ants are prohibited from touting the societies should do 
it for them, we think that some such means of pub- 
licity should be given the Chartered Accountant, 
either by the distribution of complete lists, such as those 
issued by the Institute, or by lists containing the names 
only of members practising in the particular locality in 
which the lists are distributed; or by the periodical 
insertion in local organs of the names of the Chartered 
Accountants who do business in the district, as a check ` 
against the wholesale house to house canvas of so- 
called. accountants. Am 
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THE RADCLIFFE 
COMMITTEE'S TASK 


HE CHANCELLOR OF THE EXCHEQUER'S decision to set up 
] a committee, under the chairmanship of that distinguished 
lawyer, LorD RADCLIFFE, to inquire into the working of 
the monetary and credit system is a timely one. No systematic 
study of the monetary system, by an officially-appointed body, 
has taken place for more than a quarter of a century.. The last 
broad survey was conducted at the behest of MR SNOWDEN, by 
the Committee on.Finance and Industry, with Mr H. P, (later 
Lord) MACMILLAN as chairman, and the redoubtable Mr J. M. 
(afterwards Lorp) KEYNES as one of its members. The committee, 
which was appointed by the Labour Government in November 
1929, submitted a full report some twenty months later in July 
1931. This oft-quoted report is in fact the latest authoritative; 
comprehensive and fully-documented description that is available 
of Britain’s monetary system, and it is rather disturbing to observe 
in how many important respects the system has changed since 
the report was written. - | 
But before dwelling upon these changes, it is instructive to 
recall just how different were the circumstances in which the 


. Macmillan Committee conducted its inquiry from .those which 


confront the Radcliffe Committee today. Then, there was deep 
public concern about business depression and the ensuing un- 
employment. In fact, the setting up of the committee at that time 
was prompted as much by a sense of economic malaise as 1t was 
by the suggestion that this could be traced, in part, to the mone- 
tary policy that had been pursued in the decade following the end 
of the First World War. The dominant feature of the period was, 
of course, the return to the gold standard at the pre-war parity, 
coupled with the gradual onset of deflation which seemed, at the 
time, to be the linchpin of the whole dismal process. Rightly or 
wrohgly, the continuing depression was laid firmly at the door- 
step of deflation. Once distrust had settled upon that policy, then 
it was only to be expected that serious doubts would begin to be 
harboured about the gold standard itself. 

Hence, the committee, in its search for means of promoting 
economic recovery, reviewed the whole structure and operation of 
Britain's financial system, besides delving into the technical aspects 
of monetary policy. Certainly, banking and the money and capital 
markets came within the scope of the committee's scrutiny, just 
as they will do again today. Looking back, however, it seems a cruel 
twist of fortune that caused Britain to come off the gold standard 
almost immediately after the Macmillan Committee had reported, 
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. So much for the economic climate of 1931, 
when conditions were radically different from 
those prevailing today. For one thing we now 
enjoy full employment. Whereas in 1931 the prob- 
lem resolved itself into finding ways and means of 
pumping, more credit into the system, the very 
reverse is true today, as witness the ‘credit 
squeeze’ and other measures to restrain inflation. 
And it is quite clear, as the CHANCELLOR OF THE 
EXCHEQUER remarked in his Budget speech, that 
‘the monetary machine is working under great 
difficulties’. 

The Radcliffe Committee’s complex task really 
begins to unfold, however, as one ponders upon 
the infinite variety of changes— monetary and 
otherwise — which have taken place during the 
past quarter of a century. Much has happened 
during that time, which 1 impinges upon Britain' 8 
external, as well as internal, position. 

To deal with domestic affairs first: monetary 
policy has now assumed a much wider significance 
than formerly, since the Government, having 
accepted responsibility for maintaining ‘a high 
and stable level of employment’, intrudes more 
and more into the very heart of the economy. 
Besides shaping domestic policy in accordance 
with this responsibility, it also assumes broad 
authority over massive nationalized undertakings 
with huge. investment programmes, influences 
the actions of local authorities, and controls the 
purse-strings of manifold social services. Inevit- 
ably, the problems of Exchequer finance, includ- 
ing the management of the vast debt so largely a 
legacy of wartime years, are altogether different 
in scale than formerly. While the Macmillan 
Committee could, in its day, steer clear of public 
finance, fiscal policy can no longer be hived-off 
from monetary policy and treated as a separate 
issue. The Treasury, the National Debt Com- 
missioners and the central bank all have some part 
to play in shaping the course of events, and taxa- 
tion has perforce moved up alongside Bank rate 
and 'open market operations' as an effective 
instrument of that policy. 

In the course of time, several new instruments 
of policy have been fashioned. Control over 
borrowing operations and the raising of new 
capital is now exercised through the agency of the 
Capital Issues Committee. Apart from the pro- 
vision of long-term finance, the authorities have 
also practised parallel regulation of the provision 
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of short-term credit through the banks; albeit in 
an informal manner so far. Nor has hire-purchase . 
credit escaped the net, for the Government has 
added to its armoury the means of controlling 
this particular form of credit which has grown 
apace over the last twenty-five years. 

On the international plane the changes are no 
less apparent. It is enough to recount that today 
international currency relations are organized for 
the most part on the basis of fixed but occasion-. 
ally movable parities, with various credit and 
exchange control devices to support those 
parities. 

Here, the Exchange Equalization Account, 
which was set up in 1932, comes into the picture. 
Established originally as an instrument for 
smoothing out fluctuations in the exchange value 
of sterling, it now assumes a somewhat different 
role in fulfilling the post of custodian of the gold 
and dollar reserves of the sterling area. 

Many changes, too, have occurred in the 
operational environment. For one thing, Britain's 
own international position has swung over from 
a creditor to a debtor country on capital account. 
Furthermore, in recent years international co- 
operation has given birth to such monetary 
agencies as the International Monetary Fund and 
the European Payments Union. 

‘Possibly no field of the economy, then, needs 
more constructive thought to be given to it 
than that of credit and investment policy. In 
recent years, the bluntness of the traditional 
weapons of monetary policy have been glaringly 
exposed. The economy has exhibited every sign 
of reeling along, first one way under the stimulus , 
of investment, then the other way when the 
investment boom appeared to be getting out of 
hand and had to be hastily damped down. The 
problem, therefore, assumes the character of a 
tug-of-war between maintaining a fixed and stable 
exchange rate while avoiding inflation at home, 
and equally so, slumps and severe unemployment. | 

The composition of the committee, consisting ` 
of two economists (including an acknowledged ; 
expert on banking), four business men and zl 
trade unionists, seems well qualified to assess | 
the evidence put before it, and one confidently | 
looks forward to a report which may, perhaps, 
help to dispel some of the mystique — not to 
mention jargon ~in which these matters are all 
too frequently clothed. | 
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THE FINANCE BILL — Ill 
CHANGES IN INCOME TAX PERSONAL ALLOWANCES 


trade corporations form, perhaps, the most 
spectacular part of the Finance Bill, for 

the vast majority of people clauses 8 to 12 in- 
clusive are much more important. Clause 8 

| imposes a standard rate of income tax of 8s 6d 
. for 1957-58 and foreshadows surtax rates for that 
year, though leaving the precise rates to be 
-determined later. Clause 9 imposes surtax for 
1956-57 at the same rates as for the previous year. 


A LTHOUGH the new provisions for overseas 


Earned Income Relief 
Clause 10 deals with earned income relief, age 
relief, and the child allowance. 

Clause 1o (1) abolishes the £450 maximum for 
earned income relief and provides instead that the 
relief shall be: 

(a) two-ninths of the amount (up to a maximum 

of £4,005) of the claimant’s earned income; 
lus 
~~ (b) one-ninth of the amount (up to a maximum 
N of £5,040) of any excess of his earned in- 
come over £4,005. 

Thus, on a salary of £10,000 the earned income 

relief will be: | 








£, © £ 
2/gths of 4,005 .. Sp .. Soo 
t/gth of 5,040  .. e .. 560 
Noallowanceon 955  .. T c 
| £10,000 £1,450 
| Leed Fame 


-On-such a salary the increase in allowance over 
last year is £1,000, which, with tax at 8s 6d, 
means a net gain of £425. On a salary of £5,000 
the new relief will be £1,001, an increase of £551, 
or, in terms of tax, £234. 

One wonders why the CHANCELLOR, while being 
so liberal in some respects, has yet found it 
necessary to retain such an awkward fraction as 
two-ninths. 

Age Relief 

_I'wo-ninths remains the appropriate fraction for 
age relief but clause 10 (2) raises the income limit 
from {600 to £700; and therefore the maximum 
relief from £133 to £156. Subject to this increase 
in maximum income, the marginal relief pro- 
visions remain as before, i.e. liability is restricted 
to the sum of 


(a) the liability appropriate to an income of 
exactly £700; plus 
(b) three-fifths of the excess of income over 
£700. 
Example 
A. is a widower of 66 with £450 pension and {310 
investment income. The liability without marginal 





age relief would be as follows: L £ sd 
Total income  . Do 
Earned income relief Gate o of 
L450) x Ss 100 
Personal allowance s$ .. 140 
Taxable income .. eg T 520 
£60 at 2s 3d .. $5 - 615 o 
150 at Ar gd .. - - 35 I2 6 
150 at 6s od .. T e go 12 6 
160 at 8s 6d .. i Us 68 o o 
. £520 {i161 0 o 





Assuming a total income of exactly £700, the 
liability would be £111 14s, computed as follows: 





£ £ s d 
Total i income 
Earned income or age relief 
(2/9ths of £700) e en. 156 
. Personal allowance M ..  I40 
— 296 
Taxable income .. P si 404. 
Tax on first £360 as above 93 o o 
£44 at 8s 6d I8 14 o 
III I4 O 
Add 3/5ths (£760 — £700). . 36 0 o 
Liability is not to exceed £147 14 o 
Marginal relief is thus 
£161—£147 145 Le. .. 13 6 o 


The age relief is not to be confined with the 
new and entirely separate exemption provisions 
for old people with small incomes, dealt with 
below under the heading ‘Age exemption’. 


Child Allowance 
Clause 1o (3) introduces a new subsection (sub- 
section (1A) in Section 212 of the Income Tax 
Act, 1952, and thereby provides for three different 
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amounts of child allowance, depending on the 
child's age at the commencement of the assess- 
ment year, thus: 

(a) over 16, £150; 

(b) over 11, £125; 

(c) other cases, {100. 
Somewhat unexpectedly, the income limit for 
each child remains at £85, with no provision for 
marginal relief. ‘Thus a child over 16 at school 
and with an income in his own right of just £85 
will bring his parent an allowance of £150. Should 
the child's income increase to say £85 1s od the 
whole allowance will be lost. Since child allowance 
is to be deductible for surtax as well as for 
income tax, that extra shilling could cost the 
father as much as {138 15s in tax. 


Age Exemption 
When the earned income relief was increased 
from one-fifth to two-ninths in 1952-53, the 
exemption limit (with marginal relief) of £135 
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was abolished and replaced by a new 'small 
income relief’. 
Clause ir reintroduces an exemption limit 


but confines it this time to taxpayers over 65 — 


or having a wife over 65. Such persons are of 
course entitled to age relief but the new exemp- 
tion is more favourable. A single person with 
an income not exceeding {250 is to be entirely 
exempt; for a married man the limit is £400. 
Where the appropriate limit (£250 or £400 as 
the case may be) is exceeded by less than /,50, the 
total liability is restricted to one-half of that 
excess, This express limitation of the marginal 
field to less then £50 is somewhat misleading in 
most cases. Since the effective rate of tax on the 
marginal income is 10s in the pound, a single man 
with no other personal allowances ceases to 
benefit from marginal relief if his income exceeds 
£266, i.e. exceeds {250 by more than £16. A 
married man with no other allowances ceases to 
benefit at £429. (To be continued.) 


OVERSEAS TRADE CORPORATIONS. S 


by C. D. HELLYAR, F.C.A. 


ART IV of this year's Finance Bill carries 

the long-fought battle against double taxa- 

tion one step further by implementing, with 
some important omissions, the recommendation 
regarding overseas trade corporations in the 
majority report of the Royal Commission on the 
Taxation of Profits and Income. It introduces a 
brand new concept into income tax law. Appropri- 
ately, its drafting is difficult and obscure, as is 
that of the five schedules .with which it is 
garnished. 

The double taxation problem has its roots in 
the principle laid down in the original Income 
'Tax Act of 1799 and re-enacted in 1842 and later 
Acts, that all income arising in the United King- 
dom should be taxable, no matter to whom it 
accrues, and that all income, wherever arising, 
should be taxable if it accrues to a United 
Kingdom resident. When United Kingdom and 
overseas tax rates were low, this overlapping of 
taxation fields did not matter much but as over 
the years the rates rose, the double burden became 
intolerable. Relief from double taxation was 
granted and slowly extended, either unilaterally 
or by means of bilateral treaties, until today the 
general rule is that overseas income bears here 
only the difference between the United Kingdom 
rate and the overseas rate. 


The tax credit system is, however, imperfect 
in many ways; also the imposition of United 
Kingdom tax as well as overseas tax frustrates 
the accumulation of funds for maintenance and 
expansion, and leaves the United Kingdom trader 
at a disadvantage as compared with overseas 
traders bearing only the overseas tax. Moreover, 
in recent years the United Kingdom tax charge 
has caused considerable irritation in overseas ` 
countries, especially Commonwealth countries, } 
who have found that the effect of their forbearince 
in maintaining low rates or in granting pioneer or 
other reliefs has often been merely to increase the 
tax receipts of the United Kingdom Treasury. 

The claim was therefore made before the 
Royal Commission that the territory in which 
income arose had not only the prior right but the 
sole right to tax that income, and that the other 
territory should withdraw. 





' 


Royal Commission Recommendations Bei 
The majority of the Royal Commission did not 
admit this claim in full but recommended that a 
special category of company, to be known as an | 
‘overseas trade corporation’, be recognized. These _ 
new bodies would be exempt from income tax 
until their profits were distributed, when the tax, 
less the appropriate double taxation relief, would 
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be payable. Profits tax (at a flat rate as recom- 
mended by the Commission) would continue to 
be assessed but in most cases would be cancelled 
by double taxation relief. The Commission en- 
visaged that the corporations would be incorpora- 
ted in the United Kingdom with a board of 
directors here but they were not very precise 
regarding the area of income which should be 
permitted to accumulate tax free. 

They intended that a company carrying on 
business abroad but managed and controlled by 
a board in this country should qualify, thus over- 

| riding the legal fiction whereby, hitherto, such 
-companies have been considered to be carrying 
| on business in the United Kingdom. 

They also made it clear that, in their view, a 
United Kingdom parent company with sub- 
sidiaries ing on business overseas should be 
included, whether the latter were controlled from 
the United Kingdom or outside it, but that mere 
‘portfolio’ investment should be excluded. 

These are obvious cases for utilizing the over- 
seas trade corporation concept and they present 


no serioug problems of definition or administra- ` 


tion where the income is clearly derived from 
overseas sources or is attributable to overseas 
Activities. 
h There is, however, a category of overseas 
activity which does present a problem. These are 
purely merchanting activities carried on overseas, 
and the problem is that of defining where the 
profit arises in the case of goods manufactured 
here and exported overseas. The Commission 
envisaged that exemption might extend not 
merely to the export merchant or agent, who 
deals with the United Kingdom manufacturer at 
arm's length, but also to the exporting branch of 
| the manufacturer, formed into a separate overseas 
| . Corporation. Since the object is not to 
exempt profits on exports but the profit arising 
from overseas sellng activities, the difficulty 
presents itself of ascertaining satisfactorily what 
are the real profits of a company that purchases 
from its parent at a price and under conditions 
that do not represent open trading. 


Finance Bill Provisions 


We can now consider the extent to which, and 
.the manner in which, these recommendations 
-have been implemented. In clause 20 of the new 
' Finance Bill an overseas trade corporation is 

defined as a company resident in the United 

Kingdom which: 

(a) is carrying on a trade outside the United 
Kingdom, or 
(b) is a principal company not itself carrying on a 
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trade but having a subsidiary company which 
is an overseas trade corporation and which is 
carrying on a trade outside the United Kingdom. 


In addition, such a company must not be subject 

to any of the disqualifications stated below. 

A principal company under (5), moreover, can- 
not be an overseas trade corporation if it has a sub- 
sidiary which is resident in the United Kingdom 
but is not an overseas trade corporation. 

The disqualifications need listing in full. They 
are as follows: 

(1) The company's activities in the United King- 
dom, leaving out of account the central manage- 
ment and control of its trade, must not by 
themselves amount to the exercise of a trade, 
but a company producing commodities over- 
seas of a kind bought and sold by agents or 
brokers in a recognized market in the United 
Kingdom may. still effect sales in that manner. 

(2) A company which purchases goods exported or 
to be exported from the United Kingdom for 
sale overseas shall not qualify if: 

(a) delivery of the goods is taken in the United 
Kingdom otherwise than on board a ship or 
aircraft in which they are exported; or 

(b) the seller does not bear the whole of the 
insurance, commission and other charges 
and expenses incidental to the delivery of 
the goods on board; or 

(c) the company provides any services in re- 
spect of, or (apart from paying the purchase 
price) incurs any charges for insuring, 
preserving, warehousing, transporting or 
otherwise dealing with, the goods while 
they are in the United Kingdom. 

` (3) The company's trade must not consist of or 

comprise banking, the lending of money or the 
provision of the capital or credit facilities 
required for entering into hire-purchase agree- 
ments with the public, dealing in securities, 
insurance, shipping or air transport. 

(4) The trade must not be one where the trading 
receipts wholly or mainly consist of payments 
which are either: 

(a) payments for the services of individuals who 
are ordinarily resident in the United King- 
dom, being services of a kind ordinarily 
performed by individuals in the course of 
a profession or vocation; or 

(b) payments in respect of, or of copyright in, 
any literary, dramatic, musical or artistic 
work the author of which is ordinarily 
resident in the United Kingdom. 

(5) The company should not receive in respect of 
the use of ‘property’ (including rights), wherever 
situate, owned by it or at its disposal, payments 
from some other person who is carrying on a 
trade wholly or partly within the United King- 
dom and who may deduct those payments in 
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computing the profits or gains or losses of that 
trade. This shall not apply, however, to pay- 
ments which constitute investment income of 
the recipient company, and, if a company so 
elects, any such payment shall be treated as 
investment income. 

(6) The profits arising from the whole of the trade 
carried on by the company must be chargeable 
in an overseas country to some tax similar in 
character to income tax or profits tax in the 
United Kingdom, or would be chargeable in 
one or more overseas countries to tax of a 
character and scope corresponding in all re- 
spects to income tax if in every country outside 
the United Kingdom such a tax were charged 
on the profits arising from any trade exercised 
within the country by either a resident or a 
non-resident. 

(7) The company must not be carrying on a trade 
in the Republic of Ireland. 


Comparison with Royal Commission Proposals 


As recommended, a company whose trading 
operations are all overseas will no longer be 
subject to tax on all its profits merely because it 
has its central control and management here, but 
it must not carry on one of the excluded trades 
and it must satisfy the condition regarding 
liability or potential liability to tax overseas. : 
The Bill, however, implements the other recom- 
mendation of the Royal Commission in a restricted 
form only. The Commission contemplated that a 
group of companies operating overseas would also 
qualifr as an overseas trade corporation, the 
United Kingdom parent company enjoying ex- 
emption from tax on the dividends and other 
income received from its subsidiaries controlled 
and managed overseas. The only groups actually 
aided under the Bill are United Kingdom parent 
companies with subsidiaries resident in the United 
Kingdom though carrying on business overseas. 
This is a serious defect, and it has been disputed 
by some as to whether the Bill really means to 
exclude such groups from exemption. It is now 
confirmed by official spokesmen that there 1s no 
doubt on the point. Án overseas trade corporation 
may hold shares in a subsidiary controlled and 
managed overseas but the income therefrom has 
to be treated as non-exempt investment income. 
What is unfortunate in these provisions is that, 
while control and management in the United 
Kingdom are cast out as a test in determining 
whether a company is trading overseas, the same 
test returns in determining a subsidiary’s status. 
It is true that in theory a subsidiary in- 
corporated overseas might be made resident in 
the United Kingdom by having its board meet- 
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ings here but, in practice, such an idea is hardly 
conceivable. Indeed, in many overseas territories 
it would be illegal to do so, and it would run ` 
counter to the main object of forming subsidiaries * 
overseas, which is to conciliate and accord with 
local sentiment, The policy of forming local 
companies is, however, often so essential to 
successful overseas operations.that it would be a 
highly retrograde step to discourage business men 
from forming them. Provided a majority or 
substantial stake in the ordinary capital is held by 
a United Kingdom company, the essential link 
would seem to be preserved. 


Can one perhaps detect here the persistence of 
the 'ring fence' mentality which was responsible 
for what is now Section 468 of the Income Tax 
Act, 1952? It was hoped that the new legislation 
would hasten the end of this section but paragraph 
I of the Fourth Schedule of the new Bill dispels 
any optimism on the subject. 

There should surely be no difference of treat- 
ment between a United Kingdom principal 
company receiving dividends, royalties or other 
income from a number of overseas subsidiaries 
carrying on business abroad, and a United King- 
dom company operating overseas through ` 
number of branches but controlled and managed 
here. If a parent company in the United Kingdom 
needs to reinvest moneys received from one of 
its overseas subsidiaries in another overseas 
subsidiary elsewhere, it should be free to do so 
without having to bear the burden of United 
Kingdom taxation. 


So far as the third category of overseas activity 
is concerned, i.e. where goods are exported from 
the United Kingdom for sale overseas, the Bill 
seems to go as far as could be expected. The aim 
of the Bill is to limit exemption to profit arisi 
overseas from what are described as 'permanent 
establishments' in the double taxation treaties. As 
the Chancellor explained in his Budget speech, 
the overseas trade corporation must buy the 
goods 'free on board' at a United Kingdom port 
at a price appropriate to a transaction between 
independent persons. Thus only profits arising 
from that point onwards which can be seen to 
flow from selling activities outside this country 
wil come within the exemption. The object of | 
the restrictive provisions in the Bill is to m 
sure that this country cannot be accused of 
granting a subsidy on its exports, a charge which | 
has been levelled at the United States in respect 
of the Western Hemisphere Trade Corporations, 
the privileges of which it has been reported have 
been much abused by United States exporters. 
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Income Tax Provisions 
_The trade carried on by an overseas trade 


corporation will be treated as if it were being 


| carried on wholly outside the United Kingdom 
by a person not resident here and consequently 
| the trading income (but not the investment 
| income) will be exempt from tax. 
When, however, a dividend is paid out of 
exempt trading income, the company will be 
assessed under Case VI of Schedule D on an 
amount representing the net amount payable to 
the shareholders grossed up by reference to 
income tax at the standard rate for the year of 
“assessment in which the dividend becomes due. 
Credit for overseas taxes payable will be allowed 
to the company, but the method of calculating 
this is to be prescribed. The net tax due will be 
payable one month after the assessment is signed. 
For the purpose of determining whether, and 

if so to what extent, a dividend is to be regarded as 
paid out of exempt trading income, it 1s necessary 
first to relate the dividend to an accounting period 
or to accounting periods and then to determine 
whether the dividend was paid out of trading or 
investment income of those periods. 

-Relation of dividends to accounting periods 

LA dividend expressed to be paid for a specified 
period and declared not more than twelve months 
after the end of that period will be related in the 

first instance to that period. In other cases, a 

dividend will be related in the first instance to 

the last period for which accounts were made up 

and ending before the date of the dividend. 

If the amount of a dividend, grossed up by 
reference to income tax at the standard rate for 
the year of assessment in which the dividend 
acame due, exceeds so much of the income of 
eriod to which it is in the first instance 
:d.as remains undistributed, the excess shall 
ted in the next instance to the last preceding 
for which accounts were made up, and so 












a 
"LM of trading income applied in paying a 
vidend 


ut 


When the income of the period concerned con- 

sists wholly of exempt trading income there is 

clearly no problem but where the income con- 

| sists only partly of exempt trading income, the 

' dividend is to be regarded as made proportion- 
ately out of each type of income. 


Computation of trading income 


The trading income is to be computed according 
to the actual profits for the period computed on 
ordinary principles of accountancy recognized in 
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the United Kingdom, subject to. the following 

adjustments: 

(i) There should be no deduction for overseas 
taxes similar to income tax or profits tax. 

(ii) Investment income should be excluded. 

(iii) The net annual value of any land or property 
in the United Kingdom employed for the 
purpose of the trade (presumably as a head 
office) may be deducted. 

. (iv) Any dividends received which are to be treated 
as trading income should be included. (This 
cryptic provision needs explanation.) 

Computation of investment income 
In computing investment income, no deduction 
is to be made for any direct foreign tax and no 
addition should be made for any indirect foreign 
tax, and all interest, annuities and other annual 
payments should be set off in the first place 
against investment income. 

Deductton of tax from dividends 

An overseas trade corporation will be entitled to 

deduct tax at the standard rate when paying 

dividends. Any repayment of tax which may be 
due to shareholders resident in the United King- 
dom (e.g. on account of personal allowances and 
reliefs) will be limited to the net rate of tax paid 
by the company. A non-resident person owning 
shares in an overseas trade corporation will be 
able to claim repayment at the net rate of tax 
paid by the company. This is a most welcome 
provision and, if the defects of the Bill relating to 
holding companies can be remedied, would en- 
courage a flow of overseas capital into these 
companies. 

Profits Tax Provisions 

Trading income arising to an overseas trading 
corporation is also exempt from profits tax. If a 
dividend is paid to a shareholder who is not 
subject to profits tax, no tax is payable but 
dividends paid to shareholders who are subject 
to profits tax will not rank as franked investment 
income and they will therefore be included in the 
shareholders' taxable profits. 

The Bill therefore goes beyond the Royal 
Commission recommendation, not only by defer- 
ring the payment of profits tax where dividends 
are paid to chargeable shareholders, but by 
granting complete exemption where the share- 
holders are.not chargeable either because they are 
not companies or are non-resident. Although in 
principle this arrangement is admirable, it seems 
to have the unfortunate incidental result that the 
profits tax is not eligible for a tax credit in respect 
of the overseas tax borne by the overseas trade 
corporation. 
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. Miscellaneous Provisions 
It is obviously possible to give only a brief outline 
in the space available of the complex machinery 
of the Bill but attention 1s directed to the ronowing 
points: 


(1) The status of an overseas trade corporation will , - 


.. be determined annually fer each year ending 
April 5th, and a company which has been in 
existence and resident in the United Kingdom 

- throughout a year will qualify only if it satisfies 
all the conditions throughout the year. Special 
provisions apply to companies which are not in 
existence or not resident in the United King- 
dom for a full year. The point that will be taken 

. up here is that there is no option to the taxpayer 
as to whether he shall be regarded as an over- 
seas trade corporation. ‘This seems wrong since in 
certain cases (such as loss of a tax credit against 
profits tax) the status can be harmful. It is not 
adequate to say that it is easy for a company 
to lose its status by acquiring some disqualify- 
ing activity. 

(2) If a company would otherwise qualify as an 
overseas trade corporation but for some event 
over which it had no control or some act done 
by it inadvertently, and obtained no material 
advantage from that event or act, then the 
Commissioners of Inland Revenue may in their 
discretion direct that the event or act should be 
disregarded in BEE the company's 
status. 


(3) In order to ensure that an overseas trade 
corporation's profits are not inflated artificially 
by adjustments of prices even where buyer 

and seller are not associated persons, power 
has been taken by an extension of Section 
469 of the Income Tax Act, 1952, to enable 
profits figures to be EE at the levels 
which they would have reached if the parties to 
the transactions had been independent persons 
dealing at arm's length. 

(4) Provision is made to avoid a double assessment 
of profits where a parent holding not less than 
95 per cent of the shares in an overseas trade 
corporation, transfers part of its trade to that 
company. 

(5) The provisions will not affect private companies 
in relation to surtax directions on overseas 
trading profits, and presumably companies will 
continue to enjoy the protection of the *Chancel- 
lor’s umbrella’ if they already rank as overseas 
trade corporations except where they are invest- 
ment companies. The Special Commissioners 
must not take into account the advantages 
accruing under the overseas trade corporation 
provisions when they consider whether an 
adequate distribution of profits has been made. 


(6) A company is deemed to be a subsidiary of 
another company if more than one-half of its 
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ordinary share capital is owned, directly or 
indirectly, by that other company. 

(7) A company may qualify as an overseas trade” 
corporation for the year commencing on April 
6th, 1957, but not for any earlier period, and as 
a transitional measure a company may become 
such a corporation at any time between April 
6th, 1957, and April sth, 1958. 

(8) Grants or loans to associated persons and grants 
or loans made by director-controlled companies 
are in some circumstances treated in the same 
way as dividends. Also, where a company 
capitalizes profits and then reduces its capital, 
or vice versa, the sum applied in reducing the 
capital on the capitalized profit, whichever 1s the 
less, may be treated as a dividend. l 

(9) There are also numerous transitional provisions 
and provisions dealing with the situation when 
an overseas trade corporation winds up or 
ceases to carry on business, or ceases to be 
an overseas trade corporation; in addition, 
provisions are needed to deal with such matters 
as capital allowances, losses, etc. 


Section 468, Income Tax Act, 1952 
It is expressly provided that the granting of 
exemption from income tax shall not be construe 
as affecting Section 468, Income Tax Act, 1982 
(which restricts certain transactions leading to the 
migration of a company outside the Unit 
Kingdom etc.). The Royal Commission expressed 
the opinion that this section should at least be 
explicitly recognized as an emergency regulation 
to be repealed when the emergency that brought 
it into existence has receded. As already stated, it 
was hoped that the acceptance of the overseas 
trade corporation principle would speed the 
departure of this section altogether and it is 
regrettable that the opportunity has not bee 
taken to do so. 


Conclusion 


It is not easy at present to understand the re 
behind quite a number of these provision 
is to be hoped that they will becom 
apparent as the House of Commons debates 
proceed. The full implications will only emerge 
gradually as they are brought into use. If the 
more patent defects of the Bill can be eliminated, 
this ingenious and imaginative concept could go , 
a long way towards removing the disadvantages | 
which have so far hindered British enterprise 
overseas and also might attract United States cor- 
porations to locate the control of their overseas 
organizations in this country. It is first necessary, 
however, for the Chancellor to appreciate that the 
Bill as at present drafted is of only limited utility 
for such purposes. 
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RESTORATION TO COMPANIES REGISTER 


RIGHTS OF CREDITORS 
_ by SPENCER G. MAURICE 


N the recent case of Re Donald Kenyon Ltd 

([1956], 3 All E.R. 596), Roxburgh, J., in 

granting a petition for restoration to the 
register under Section 353 (6), of the Companies 
Act, 1948, clearly did so on the basis that it was 
‘otherwise . . . just’ that the company be restored.! 
His lordship’s judgment was concerned only with 
the form which his order should take. 

The company was incorporated as a private 
company in 1937, and the whole of its capital was 
equally divided between the petitioner and her 
! son. Until 1940, the company carried on business 
as house builders in accordance with the terms of 
its memorandum of association. In that year a 
building society, to which the company had 
mortgaged houses which it was building, entered 
into possession of the mortgaged property, 
Completed the construction of the houses, and 
realized its security by their sale. The company 
_ did not carry on business after its properties were 
taken over by the building society in 1940. 
^ In 1941 the petitioner's son joined the Armed 
` Forces, and the petitioner stated in her petition 
that she thereafter regarded the company as 
defunct, since it had no assets and no staff. The 
son died in 1942, and after that the petitioner 
was, and remained, the only member and the 


only director of the company. No administration .. 


was taken out to the son's estate, and the shares 

allotted to him remained registered in his name. 

In 1946, the Registrar of Companies struck the 

y's name off the register under Section 

3 53 (5) and notice of striking off was published 

in the London Gazette of March rst, 1949, 
eg the company was dissolved. 


The Company's Debts: 
Statuté-barred or Not? 


At the time of the presentation of the petition, 
the building society held the sum of {2,049 
18s 11d. This was made up of the excess of the 
proceeds of sale of the houses over the amounts 
"iowéd by the company to the society, and certain 
deposits made by the company with the society 
in the course of the company’s business and, if 
the company had not been dissolved, this sum 
a Section 356 was previously considered by the present 


writer in an article entitled 'Restoration of a company struck 
(off the register’ in The Accountant, dated January 26th, 1952. 


would have been payable to it. The petition con- 
tained the following statements: 

‘It is apprehended that all the debts of the 
company at the time of its dissolution have since 
become statute-barred and that, after paying the 
costs of the liquidation, there should be a sub- 
stantial surplus available for distribution amongst 
the contributories of the company. In the circum- 
stances, it is just and equitable that the company 
should be wound up.’ B 
As appeared from the petition itself, the 

company had, in addition to the mortgage to the 
building society, created and issued a debenture 
for £2,000 secured by a floating charge to another 
company, which had been wound up and dis- 
solved in 1941. This debenture-holder pre- 
sumably could, if it were itself restored to the 
register, claim to be a creditor in respect of the 
debenture and also in respect of any interest 
payments thereunder which had not become 
statute-barred. 

At all events, the statements quoted from the 
petition contained a suggestion, as the learned 
judge observed, that there might have been 
debts of the company which were not statute- 
barred at the time of its dissolution. His lord- 
ship accordingly proceeded to consider whether 
he ought to put into his order a new proviso 
protecting creditors whose debts had not become 
statute-barred at that date. 


'As You Were' 

Subsection (6) of Section 353 provides that the 
Court may 

'give such directions add make such provisions as 

seem just for placing the company and all other 

persons in the same position as nearly as may be as 

En name of the company had not been struck 

0 
In Tymans Ltd v. Craven ([x952], 1 All E.R. 613), 
the purport of these concluding words of 
subsection (6) were considered by the Court of 
Appeal, and Roxburgh, J., was able to apply the 
dicta of Sir Raymond (now Lord) Evershed, 
M. R., and Hodson, L.J., to the case before him. 
The learned Master of the Rolls observed that 
during the period of the company’s suspended 
animation the company, as well as third parties, 
might well have abstained from taking steps — 
such as a step in an action or the exercise of a 
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contractual right— for which the proper time 
might have in the meantime expired. He con- 
tinued: 

‘In my judgment, the final words of the sub- 
section can properly and usefully be regarded as 
intended to give to the Court, where justice 
requires and the general words would or might not 

‘themselves suffice, the power to put both company 
and third parties in the same position as they 
would have occupied in such cases if the dis- 
solution of the company had not intervened. More 
generally the final words of the subsection seem to 

.me designed not, by way of exposition, to qualify 

. the generality of that which proceeds them, but 
rather as a complement to the.general words so as 

,to enable the Court (consistently. with justice) to 
achieve to the fullest extent the 'as you were 
position", which, according to the ordinary sense of 
` thogé géneral words, is prima facie their con- 
sequence.” 

. Time Does Not Run 

For the petitioner in Re Donald Kenyon Lid, it 
was argued that time continued to run against 
creditors of the company after the company had 
been struck off the register: hence the statement 
in the petition that it was apprehended that all 
debts of the company at the time of its dis- 
solution had since become statute-barred. It 
was contended that the policy of the Limitation 
Act, 1939, would be violated were it held other- 
wise. 

Roxburgh, J., refused to accept this Ge, 
and thought that the case before him had not 
been envisaged by the Limitation Act at all. 
Observing that creditors are included amongst 
those who may petition for restoration to the 
register within twenty years of striking off, his 
lordship pointed out that debts which were not 
statute-barred at the end of twenty years must 
be very rare. His lordship therefore felt that, if he 
did nothing to prevent time running, he would 
not be giving full rein to what he suspected was 
the intention of the Legislature in allowing 
creditors twenty years within which to make an 
application, and he pointed out that he had to 
put 'all other persons', and not only the company, 
‘in the same position as nearly as may be as if the 
name of the company had not been struck off’. 

Dealing with a point made by counsel for the 
petitioner that after the dissolution a creditor 
could have petitioned to have the name of the 
company restored to the register and then have 
issued his writ, the learned judge said that it 
seemed to him only common fairness that if, 
after dissolution, the contributories, for purposes 
Of their own, wanted years later to have the 
company's name restored, the period between 
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dissolution and restoration should be disregarded 
for the purposes of the statutes of limitation, and 
he made an order accordingly. 

In further support of the view which th 
learned judge took, it 1s submitted that it is likely 
that the whole reason for a petition may very well 
be the belated discovery of an asset of the 
company not previously known to exist. It is 
hardly reasonable to expect a creditor to present 
a petition when the assets of the company appear 
to be nil, nor does it seem likely that in such a 
case the petition would be likely to be granted, 
since it is clear both from the wording of Section 
353 (6) of the Companies Act and from the 
authorities, that the whole purpose of the 
jurisdiction is to enable creditors and con- 
tributories to have out of the assets that which is 
their due. 


An Alternative Procedure 
Since the petitioner in Re Donald Kenyon Ltd 
wanted the company wound up by the Court 
she could, prima facie, have petitioned the Court 
to wind up under the procedure alternative to 
restoration under subsection (6) of Section 353 
which is provided by proviso (5) to subsection (5). 

As was pointed out in the previous article, 
Wynn-Parry, J., In Re M. Belmont & Co Ltd 
([1951], 2 All E.R. 898), took the view that thé 
Court could, without reference to the provisions 
of subsection (6), bring a company sufficiently to 
life in order to wind it up under subsection (5) (b). 
On the other hand, Re Anglo-American Explora- 
tion and Development Co ([1898], 1 Ch. 100) 
shows that difficulty may be encountered in 
serving oe petition where a company has been: 
dissolved. 

There is ds further point that there is ‘hot, in 
subsection (5) (b), any provision such as 
subsection (6), enabling the Court to place all 
parties in the same position as if the name of the 
company had not been struck off; accordingly, 
it would not appear to be in the Court’s power to 
stop time running in a case where winding-up 
was ordered under subsection (5) (6). 

It would obviously be unjust if the claims of a 
creditor could be defeated by contributories 
choosing to rely on subsection (5) (5) rather than 
subsection (6), but, while the point appears to be | 
free from authority, it seems quite clear that th m 
Court would, if the claims of creditors were thus 
in jeopardy, refuse to make an order under 

subsection (5) (b) but insist that the name of the 

company should be restored under subsection 
(6), so that an appropriate order might be made 
under that subsection. 


tee. Ae À 
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on management accounting it may be helpful 
to spend a few minutes considering the general 
nature of the problems that all boards of industrial 
and commercial concerns have to meet. 
Success in any business enterprise depends on the 
effective use of labour, equipment and materials to 
eet the demand for a product 
Òr service at an acceptable price 
and to deliver the required quality 
article at the time it is wanted. 
In meeting these requirements 
management assumes responsi- 
bilities to many people. It has to 
satisfy the differing requirements 
and viewpoints of its share- 
holders who provided the equity 
capital and others who may have 
supplied loan capital, and its 
customers and its employees. 


Be= discussing a director’ 8 point of. view 


The enterprise may also be one 
which is called upon to play an 
important role in helping to 
maintain the national economy 
through the export trade. The 
affairs of most companies of any 
size are, nowadays, matters of 
great public interest and concern 

in relation to selling prices, wage 

. and employment levels and 
| profits, and the fierce light of 
publicity is focused on their 
affairs, It is therefore essential 
that ent should lead, 
and be seen to beleading, rather than waiting on events. 
(successful business is always dynamic- it is 

not possible to maintain a stationary position, and if 
constant progress is not achieved dien ground is 
being lost either to competitors in the same field or 
to concerns handling alternative products. Within 
this dynamic concept the main functions of every 
concern consist of development, sales, production 
and finance, and the essence of good direction lies in 
holding the balance between these functions so that 
no one of them becomes predominant to the detri- 
ment of the business as a whole. This balanced 
| direction demands that the financial implications 
Got ang policy decision should be given their due 
weight and the directors are entitled to look to their 

» accountant to provide accurate, unbiased and under- 


An address given at a combined meeting of the London and 

South-east Area Branches of The Institute of Cost and 

Works Accountants held on March 22nd, 1957. Mr H. J. 

oo F.C.W.A., a Vice-President of the Institute, was in 
e chair. 
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standable figures on which to base a judgment. 

It is not intended in this paper to do other than 
afford a passing mention of the traditional and 
important aspects of accounting which have to do 
with the legal and fiscal requirements relating to the 
external relationships of an organization. The main 
purpose is to discuss the demands that a board of 
directors should make of its 
accounting department.in regard 
to its own internal management 
problems — that is, its require- . 
ments of management account- 
ing — and the kind of service that 
should be provided to satisfy 
these demands. 


THE BOARD'S DEMANDS 
ON MANAGEMENT 
ACCOUNTING 


The Controllership Function 


It is clear that if management 
accounting is operating success- 
fully it is providing control 
facilities for the board, but 
there seems to be among man- 
agement members generally an 
understandable irritation. about 
the implications of the title 
‘controller’ -- if this term is de- 
fined as one who controls'. 

Real control is achieved by 
the director or executive who 
takes some action and it would 
ae be agreed by most people that it would not 

e expected that executive action should be taken 
by the accountant; the control he exercises is not 
that of the man who pulls the levers, but that of the 
man who watches the indicator dials and reports 
-any abnormal readings. 


Forecasting and Planning 


One of the major changes in thinking on the functions 
of an accountant today relates to the expectation that 
he will not be, as formerly, confined to recording 
events after they have happened, but will exercise 
his special skill and Er. of his company's 
affairs to anticipate future happenings. 

In many large organizations other specialists are 
used to advice on economic and market forecasting 
but failing this the accountant, in collaboration with 
other management members, should be prepared to 
‘have a go’ on these lines too. 

"In p and forecasting, the accountant's role 
should be that of collating and. co-ordinating all of 
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management o plans — often ill-defined — into a 
coherent and workable scheme. This is usually a 
lengthy and patience-testing process of continuous 
effort to reach agreement on a plan which all are 
prepared to accept as attainable. 

The directors would expect, as a minimum 
requirement, that the plan would be reflected in the 
following budgets: 


(3) Production. 

(4) Profits. 

(5) Capital Expenditure. 

(6) Development expenditure. 

(7) Balance sheet. 

(8) Cash. 

Where appropriate both long- and short-term 
` budgets should be prepared — the long-term budgets 
being progressively revised in the light of changing 
conditions. 

Forecasting to a greater or lesser degree is com- 
monly done in many concerns which do not then 
carry it any further than that and are in great diffi- 
culty when actual results fail to conform and in even 
greater difficulty when explanations are sought and 
responsibility is to be apportioned. 


Budgetary Control and Standard Costs 


Management will clearly obtain a much firmer grip 
on their business, if the short-term forecasts and 
budgets are so set up in the form of a comprehensive 
scheme of budgetary control and (where appropriate) 
standard costs as to afford a basis of comparison 
with actualities. 

It is not proposed to spend time on a detailed 
review of what is involved 1n a scheme of budgetary 
control and standard costs, since it is felt that this 
has been widely written and. spoken about in recent 
years and most people are at least familiar with the 
principles. 

It has been well said that the annual od are 
the most important contract of the year — affording, 
as they do, an opportunity to review all operations 
and costs and to set standards and budgets for the 
following year which will represent the best attainable 
performance. 

. The setting of budgets must essentially be a team 
effort from all members of management, if operating 
personnel are going to tackle with any confidence the 
task of attaining the plan agreed. It is important 
that budgets should not be imposed from above 
without consultation. 


Routine Reporting 
Routine reporting comprises the production of 
rompt and regular figures on all aspects of the 
Ee which it has been agreed shall be the subject 
of regular submissions, and having continually in 
mind the following considerations: 


(1) The use of terms that are familiar and acceptable 
to those who read the reports. 


(2) The use wherever possible of comparisons 
between actual achievements and previously 
established budgets. 

(3) The grouping of results to conform with areas: 
of authority and responsibility. 

(4) Selectivity in presentation — ‘pyramid’ approach 
and use of ‘exceptions’. 

(5) Brevity in so far as it is consistent with clarity. 

(6) Intelligent interpretation. 

(7) "Tailoring of report to individual — unless 
uniformity is thereby impaired. 

(8) Constant review of distribution of reports. 

Vital statistics 

Any Ger director will tell you that there are 
i ily or weekly figures which he feels are 

vital to him and he will naturally feel aggrieved if the 

accounting department cannot produce these for him 

at the time he wants them. 

These figures may concern sales orders received, 
the raw material supply position, productive hours, 
machine utilization, and many other features peculiar 
to the business concerned and the demand for these 
figures may be fairly constant. 

However, special needs arise during emergencies 
and the directors would expect their accounting 
department both to make rapid plans to produce the 
required information and also be alive to the need for 
questioning the continued production of the poen 
figures once the emergency had passed. 


Operating results 
It would be ius that brief and well-presented 
summaries of gnificant operating results — both 
physical and Deech =- E ndi flow up to the board 
level promptly and regularly. 

Those summaries should dy all actual events in 
relation to the appropriate budgets and carry notes | 
referring to significant features. 
Capital expenditure 
In connection with capital expenditure, it. seem | 
that there are four phases in the accountant's contri- | 
bution to general effectiveness: 


(1) Àn appreciation of the project in terms of: 
Outlay on capital equipment and installation. 
Side effects (if any), e.g. disturbance of pro- 
duction line. 
Improvement and/or cost saving expected. 
Period during which expenditure will pay for 
itself (if appropriate). 

(2) Once sanction has been given, to report on the 
costs of equipment purchase and installation to 
the degree justified by the size of the project. 
A major project may well call for a breakdown 
of costs into various stages to ensure proper | 
control over expenditure at any point in relation , 
to physical progress evidenced by the engineer’s | 







reports, 

(3) T'o establish control, by setting up new budgets | 
of operating costs, which will arise as soon as 
the new equipment is brought into use. 

(4) Checking and reporting on the success or other- 
wise achieved in reaching the results anticipated 
for the project. 
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Research and development 


A board will recognize the difficulties, and indeed, 
danger of attempting to control the activities of a 
` research and development department by normal 
processes of budgeting and will look to their account- 
ant to devise a suitable form of recarding expenditure 
which is not unduly onerous on the research personnel 
but which will provide information for the directors 
on which they can judge of the relationship between 
effort expended and results achieved. 


Movement of funds 


'This would be a key requirement in all circumstances 
as many a good business with a full order book and 
producing goods at a reasonable profit has come to 
grief through neglecting to keep a close watch on 
its liquid position. 

A well-balanced relationship between investment 
in fixed assets, stocks and work in progress, debtors, 
creditors and cash funds is vital for the continuing 
health of any organization. 

The directors would expect to receive early w 
from the accountant on any trend towards ‘deviation’ 
from the balance sheet position and the movement 
.of funds set up in the budget schedules. 


Special Reports 


Special reports may arise as a result of requests from 
directors and top management, but it would also be 
expected that a live accounting department would 
show initiative in putting up unsolicited reports on 
features which seemed to call for attention. 

All special reports ought to be concise, clearly 
expressed, self-contained and lead conclusively to 
the Seier SE which decisions are required. For 
example, in the case of a planned policy change, 
e board would look to the accounting department 
SS proceed on these lines: 


To prepare (in conjunction with the technical 

people concerned) an appreciation of the pro- 

posals showing anticipated gains and estimated 

costs of making the change. 

(2) To record the actual cost of making the change. 

(3) To establish controls on the altered costs and/or 
revenue arising from the change by setting up 
new budgets. 

(4) To check and report on the results achieved 

against anticipations. 





Cost Reduction 


One aspect of management effort in which the 
accountant can play a specially effective role is in 

! cost reduction. 
/«.— While control in relation to agreed plans and 
z ets is one feature of the competitive struggle, 
another vital one is a constant drive for cost reduction. 
This, ideally, should not take the form of panic 
effort after a crisis has developed, but should be a 
continuous and positive programme devised to 
' direct attention to all the many angles of cost re- 
duction and profit improvement. Such a programme 
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ought to be handled by a team representative of the 
main functions of the business with the top executive 
as its chairman, and the accountant providing direc- 
tion and impetus to the efforts of all by his skill 
in projecting and recording the results of executive 
action. 

The accountant can be especially helpful in the 


following ways: 


(i) Obtaining the interest of all people who can 
influence costs. 

(ii) Advising on priority of areas for attention: e.g. 
design of product; production methods; market- 
ing methods; stock holding levels; ‘good 
housekeeping’; etc. 

(iit) Eliciting suggestions from operating people. 

(iv) Scheduling proposals. 

(v) Projecting probable monetary effects of action. 

(vi) Regular reporting on progress achieved. 

While retaining a proper sense of priorities 
nothing should escape the attention of the cost 
reduction group; real success will be achieved only 
by maintaining a highly critical attitude to every 


: SC ect of the concern's activities. 
a 


scheme of budgetary control is in use, then 
variances, both favourable and unfavourable, are an 
obvious pointer to action — but it is just as essential 
to study objectively budgets where no variance has 
arisen. 

Operational Research 

Closely related to cost reduction, but frequently 
broader in its scope and implications, are studies 
undertaken by way of operational research. 

This involves a major study of some particular 
aspect of a business with the object of predicting and 
comparing the effects and costs of alternative courses 
of action. Projections are made based on historical 


analysis of past events and/or from experimental 


operations, while allowance is made for elements of 
uncertainty in the situation. 

An operational research study produces a set of 
conclusions and recommendations, but not the 
detailed directions required to act — this is the next 
stage following the board's decision on the results 
of the study. 

A research group on any particular project will 
normally be a mixture of engineers, designers, sales 
personnel and any others concerned but it will be the 
special responsibility of the accounting member of 
the group to use his skill in formulating and present- 
ing the group's findings. 


Labour Relations 


There is another field of management in which a 
skilled and sympathetic accounting service can be of 
considerable assistance to a board of directors: this 
is the topical subject of labour relations. 

Today's situation with substantial sections of 
industrial workers either on strike or threatening to 
strike, holds for this country the seeds of disaster 
and must bring home to every thinking person the 
realization that probably management’s greatest 
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task, and therefore also its greatest opportunity, is 
the improvement of labour relations. 

There are, of course, many ways of achieving good 
relations with the working force in any organization. 
Some relate to monetary rewards, some to security 
during the working life some to retirement pro- 
visions and others to training and development 
schemes. 


It seems, in this day and age, te be of such immense 


importance to cut through out-of-date attitudes of 
management to labour, and of labour to management, 
that it would be worth spending a few minutes 
considering some of management’s possible answers 
to the problem; it being assumed, of course, that basic- 
ally a fair day’s wage is paid for a fair day’s work. 

(i) In one sense the best guarantee of security of 
employment rests on a dynamic direction which 
ensures continuing profitability of the organi- 
zation, but it is still wise to make provision for 
the possibility that temporary set-backs may 
create redundancies in the labour force. 

"One such scheme recently developed calls 
upon employees to contribute 1s a week, to be 
augmented by a contribution of 2s a week from 
the employers and accumulated in a trust fund. 
If redundancy occurs, financial assistance 
would be granted from the fund to assist 
individuals in tiding them over the period 

` involved in finding a new job. 

(ii) Pension schemes for staff employees are widely 
in use, but it is much less common to find these 
schemes extended to the shop floor. However, 
the development of this type of ‘fringe’ benefit 
is likely to be increasingly demanded by the 
unions, and management should seek to antici- 
pate such demands. 

(iii) A considerable stimulus to good relationships 
especially among the younger employees is 
provided by a well-defined policy on appren- 
ticeship, scholarship and educational projects 
and promotion schemes. 

. Quite apart from the merits of such provisions as 
have been mentioned, probably the most potent 
factor in establishing and maintaining good labour 
relations is complete integrity on the part of manage- 
ment in all its dealings with employees. 

This is where an accountant of the right calibre 
can be immensely helpful to his board and manage- 
ment, by his skilful marshalling of the facts in any 
plan under discussion, so as to present such a clear 
picture to all concerned that decisions may be taken 
unclouded by any misapprehension as to their 
consequences. 


Inter -firm Comparisons 


There are opposing views on the desirability and 
value of comparing statistics, costs, etc., as between 
different companies or organizations, even those in 
the same industry, and it is not necessary here to 
particularize the pitfalls which beset the path of 
those who attempt comparisons, neither must the 
difficulties be underrated. 

However, interest in this topic appears to be 
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growing. You will have noted that it has recently 
been the subject of an international conference’ in 
Vienna and will again be presented as the United 
Kingdom contribution to the Paris management 
conference in June this year. 

The point that is being made here is that the 
accountant should watch the development with 
interest, so as to ensure that his company is able to 
co-operate in any scheme developed for its particular 
industry, and to benefit from a study of the results 
produced by this co-operative effort. 


THE MANAGEMENT ACCOUNTING 
ORGANIZATION 


Administration of Own Department 


All that has been said thus far indicates that the 
director looks on accounting as a service — not 
directly contributing to advancing the product but, 
nevertheless, vital to business operations. 

The provision of a service of this kind involves 
effective administration of the accounting departments 
and this is probably the only sense in which the 
accountant should truly be regarded as an admini- 
strator. 

It should, of course, be regarded by the accountant 
as very unsatisfactory, if he is vulnerable on his 
home ground, while the nature of his office requires, 
him to direct critical observations on the work of 
others. 

Therefore management generally is fully justified 
in asking that the accounting department should 
apply its planning and control techniques to its own 
operations to ensure effective operation. 


Classification and Coding | 


Whichever aspect of the accounting department's 
work is being considered it is obvious that a funda- | 
mental requirement is to establish a schem 
classification and ing which is both r 
understandable and flexible enough to meet all 
demands likely to be made of it. 
In an organization of any size it has always been 
desirable to have some form of numerical coding, 
as well as descriptive words, for items, but with 
developments in the machine processing of figures, 
this kind of shorthand becomes imperative. Obviously 
the ideal to be aimed at is a coding scheme which is: 


(1) As simple as possible so as to be readily grasped 
by all who may have to use it. 


(2) Comprehensive and flexible enough to meet all 
the requirements of: } 

(a) Financial figures ~ profit and loss account;..4 
inventories, balance sheet; b 

(b) Audit requirements — control accounts 
(internal and external). 

(c) Management accounting - in this sphere 
the coding will be required to indicate the 
character of the expense (fixed or variable) 
and the responsibility for its control as 
well as the item itself. 






Organization and Methods 
Except in large organizations where a special officer 
may be appointed for the purpose, it is generally — 
and in most cases rightly — assumed that the ac- 
countant wil be the most likely person to initiate 
and direct organization and method studies. 

He ought to be knowledgeable'on the latest and 
best methods of processing figures of all kinds — 
monetary or otherwise ~ and it is on this score that 
the accountant may well have a contribution to make 
on such matters as production control — which 
mainly consists of accounting for quantities and 
which at first sight might seem to be outside his 
province. 

There is a general tendency towards the central- 
ization of responsibility for recording, if not for the 
detailed execution then for the designing of individual 
parts of the system and their proper co-ordination 
with other parts. 


Statistical Control 


The accounts department should, even with all the 
latest electronic aids available to it, seek to reduce 
figure work wherever possible, and should on this 
score study the techniques of statistical control. 
Many otherwise onerous recording and checking 
procedures will respond well to the application of 
some form of sampling and test checking procedure, 
which not only reduces clerical effort considerably 
aout also, surprisingly enough, reduces error and 
adds to the effectiveness of the operation. 


Computer-controlled Data Processing 


Mechanical and electrical equipment for figure 
handling in gradually improving forms has been 
available for many years and will continue to be of 
the greatest possible assistance in many situations. 

In very recent years a most sensational leap forward 
has been provided by the development of electronic 
data processing equipment. This type of equipment, 
. originally designed for scientific calculations, is now 
‘being intensively developed to meet the somewhat 
different needs of accounting. The pace of develop- 
ment is rapid and anything approaching finality is 
probably still a long way off. 

Once the lunatic fringe of ‘mechanical brains’ 
and ‘robot accountants’ had been traversed, the 
accounting world began to realize that there was 
coming into its hands, equipment which, properly 
used, could not only relieve the accounting depart- 
ments of much of the drudgery hitherto inescapable, 
but also put it in a position to produce for manage- 

l ment's use figures which could not otherwise be 
“obtained at all and if obtainable only at extreme cost. 

| Equipment is at present very expensive and careful 

| planning is desirable to ensure its use to the best 
advantage. Without in any way minimizing the 
immense benefits that may accrue from using this 
type of equipment in suitable conditions, it is well 
for the accountant to avoid bedazzlement by the 
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splendid promise, and to study most carefully what 
it is he wants to do before considering how he will 
set about doing it. Experience so far.has shown that 
the inquiries into figure requirements, basic records 
and existing methods of processing which should 
precede any decision to buy computers are of 
enormous value in themselves. 

Many small concerns which would at first sight 


‘not appear to be justified in considering computers 


might well be advised to carry out the initial investi- 
gation work, for they might then find that they were 
able to reap considerable side benefits from their 
inquiries by way of improved methods, and could 
then perhaps hire computer time from a service 
centre to perform that part of their work to which it 
was specially applicable. 

The soundest long-term approach to the effective 
use of this type of equipment would appear to lie in 
the conception of 'integrated data processing! in 
which a piece of original information, properly 
verified or coded, is fed into the equipment and what- 
ever its ultimate destination, is thereafter handled 
and manipulated by the processing equipment with- 
out further transcription by human agency. 

In many applications it will be apparent that a 
much greater saving of time may be involved in the 
avoidance of transcription, than in the substitution 
of electronic calculation for other forms. However, 
it must be recognized that this type of integrated 
application calls for a very minute study of all the 
relevant factors, and will involve a long period of 
organization and methods research, if benefit is to 


be achieved ultimately. 


Qualities of Accounting Personnel 


The quality of management accounting service that 
the directors may expect to get depends, of course, 
on the qualities of the personnel of the accounting 
department. 

The effectiveness of management accounting in an 
organization is conditioned by something more 
than mere technical competence in accounting. 
Success will be achieved only where the personalities 
and approach of all the accounting team are acceptable 
to the operating people. 

From a director's point of view the accounting 
department should be headed by a man who has the 
following qualities: 

(1) E must be a good administrator of his own 

departments, with a lively appreci- 
Se of the right way to utilize the growing 
range of mechanized and electrical aids in 


processing figures. 
(2) He must be a master of the techniques of his 
profession without being so fascinated by his 
own techniques that his outlook is thereby 


restricted. 

(3) His (Xn to dien must be along lines 
in parallel with the thinking of other members of 
management. 


(4) He must have balanced judgment and x aix 
objectivity in reporting. 
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(s) He should be completely familiar with the 
organizational structure of his concern and have 
studied the people who serve it. 

(6) He ought to be well versed in the physical 
processes and technical problems of his own 
concern and industry. 

(7) His personality should be such that he can learn 
from his colleagues as well as teach them, can 
co-ordinate and present their ideas effectively and 
can induce action without creating resentment. 


CONCLUSION 


Enough has been said to show that there are many 
aspects of a director's requirements of management 
accounting and perhaps the situation may be sum- 
marized in this way: a board of directors will look 
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on management accounting as a well-run and econo- 
mical service always at the elbow of directors and 
management to guide and, if need be, to jog them 
along the path of profitable and solvent manufacturing 
and trading. 

It will be expected that the accounting department 
will be a dynamic'force constantly seeking the better 
method and improved methods of presentation. 

The existence of an effective management account- 
ing service within any company places the directors 
in the position that they can make decisions, confident 
in the knowledge that whatever the unknowns may 
be in any situation, an intelligent and well-founded 
assessment of the likely effect on the company's 
trading and resources is available to them. 


Weekly Notes 


Endorsements in Committee 


The Cheques (No. 2) Bill reached its committee stage 
last Friday, when Mr Page introduced amendments 
designed to resolve some banking doubts about the 
Bill as it stood at its second reading. Two amendments 
were tabled to remove from the Bill's endorsement 
exemption all cheques paid over the counter. These 
Mr Page met with the assurance that they were 
unnecessary: in the light of the general law of banking, 
banks would still have to insist upon such cheques 
being endorsed whether the Bill said so or not. 

It is unfortunate that no member took up the 
point which was urged before the Mocatta Com- 
mittee by The Institute of Chartered Accountants 
in England and Wales that when a banker chooses to 
accept for credit of a customer a cheque not correctly 
made out to that customer as payee (for example, 
a cheque payable to ‘Peter Smythe’ paid into the 
account of ‘Peter Smyth’), that cheque, unendorsed, 
is not satisfactory prima facie evidence of receipt, 
although the Bill purports to make it so. 

The point was dealt with in a leading article in 
our issue of April 27th, when it was stated that, 
to judge by their report, the Mocatta Committee had 
not fully appreciated the significance of the Institute’s 
representation. Mr Page’s Bill does not meet the 
point, and although the Mocatta Committee believed 
that the Institute’s counter-suggestion (that all such 
cheques should have the customer’s whole name 
written or stamped on them) ‘would give rise to 
considerable difficulties in operation and might 
largely offset the benefits in reduction of work that 
it is hoped to achieve’, it is a pity that no further 
public consideration is being given to it. 


Irish Budget 

Exemption from income tax of export profits was 
announced by Dr Ryan, Irish Minister of Finance, 
when he presented his Budget in the Dail on May 
8th. There will be other tax reliefs to industry, 


totalling £600,000, from a 25 per cent increase in 
wear and tear allowances on plant and machinery. 
On the other hand, there are increases in indirect 
taxation: sixpence a gallon on petrol, twopence on a 
packet of 20 cigarettes with a corresponding increase 
for tobacco, and a penny a pint on beer. 

The subsidies on bread, flour and butter, which 
cost £9 million a year, are to go, thus increasing th 
probable cost of bread by about threepence per lb 
loaf and of butter by fivepence a pound. To soften 
the blow to the poor, it is proposed to increase thé 
benefits payable to old-age pensioners, widows and 
the unemployed by is a week for an adult and 1s a 
week for one child. For the second and each additional 
child, the child allowances wil go up by 4s 6d a 
month. The net saving of these swings and round- 
abouts is estimated at about £5 million a year. 


Management Expenses Appeal 

The hearing by the House of Lords of the appeals by ` 
the Phoenix Assurance Co Ltd and Sun Life 
Assurance Society on a claim for management 
expenses relief was concluded on Wednesday of last | 
week when the House reserved judgment. The 
Court of Appeal decision from which the appeals 
were brought was reported in our issue of August 18th, 
1956. The insurance companies claimed to include 
in their management expenses (a) sums paid to 
stockbrokers on changes of investments, and (5) stamp 
duties on transfers; but their claim was rejected in 
the High Court and in the Court of Appeal. 

During the course of the hearing in the House of 
Lords, Lord Morton pointed out that Section 33 (1 
of the Income Tax Act, 1918, referred to ‘expenses ' 
of management (including commissions) and asked 
why the commissions paid to stockbrokers were not 
‘commissions’ within the meaning of those words. 
Counsel for the Crown replied that this was an 
entirely new point that had not been put forward by 
the appellants. The word ‘commissions’ in Section 
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33 (1) had always been regarded as relating solely to 
commissions for getting business in the shape of 
premium income. Lord Morton's comment on this 
was that it seemed a very fine distinction. 


Meaning of ‘Contains Precious Metal’ 


Paragraph 3 of the Open General Import Licence 
granted by the Board of Trade provides that nothing 
: in the Import of Goods (Control) Order, 1954, ‘shall 
prohibit the importation of . . . (3) goods of a descrip- 
tion specified in Part I of the Third Schedule 
hereto’. The Third Schedule includes ‘Religious 
| -articles not containing precious metal or precious 
. or semi-precious stones. . . .' 
— The meaning of these provisions was the subject 
of an appeal to the Divisional Court on May 8th by 
a customs officer (Pearce v. Neale, (The Times, May 
gth, 1957)). The respondent Neale had a specific 
licence to import imitation jewellery 'not including 
articles containing precious metals'. He imported a 
consignment of inter alia medals, bracelets, charms 
and chains of a religious nature, part being gold 
plated on base metal, and the remainder silver plated 
on base metal. The Justices had held that these goods 
. were not liable to forfeiture but the Divisional Court 
' allowed the appeal from that decision. 
Giving judgment, the Lord Chief Justice said it 
was a plain case: there was no doubt that the articles 
Aid contain gold and silver, and therefore did contain 
precious metal, He rejected the respondent's argu- 
k; ment that the articles no more contained precious 
metal than a painted golf ball ‘contained’ paint. 


Building Societies in 1956 


Some of the difficulties encountered by building 
societies during the year 1956 are reflected in the 
Statistical data appearing in the report for that year 
of the Chief Registrar of Friendly Societies published 
last Monday.? Withdrawals of capital amounting to 
£329 million were again the highest ever experienced 
in one year and represented over three-quarters of 
~the new capital subscribed which, at £425 million, 
‘was {6 million below the record figure of the pre- 
vious year. Nevertheless, the total assets again 
increased and by the end of the year had reached 
| £2,234 million, an increase in ten years of 155 per 
cent. 

The net increase in capital subscribed by share- 
holders and depositors during 1956 (including 
accrued interest) was {158 million. If repayments 

| of principal by borrowers, amounting to approxi- 
^ mately £206 million are added, a total amount of 
£364 million is arrived at as the total additional 
.. capital that became available to building societies 
‘during the year. Advances on mortgage totalled 

. £339 million and although this amount was below 
the record figure of £394 million advanced in the 
a year, it nevertheless represented an increase 
ort of the Chief Registrar of Friendly Societies I 


die ear 1956. Part 5- Building Societies. HMS 
3s net. 


of 8o per cent over the figure for 1946. The average 
amount of each advance in 1956 was {1,218 as com- 
pared with £1,152 in the previous year. 

: The total amount outstanding on mortgage in- 
creased from £1,752 million to £1,882 million. On 
nearly two-thirds of the 2,058,000 mortgage accounts 
the outstanding debt was less than £1,000. The 
average mortgage debt was f9r4, an increase of 
£38 on the previous year. 

A revised form of annual account and statement 
prescribed by the Chief Registrar* came into opera- 
tion in time to be used for the accounts of all societies 
that were due to be made up to December 31st, 
1956. The report includes a copy of this form and 
the accompanying notes for guidance in completing 
the form and also comments on the revisions. 


Balance of Payments Dilemma 

The latest Treasury Bulletin for Industry points out 
the need to reach the goal, set some time ago, of a 
balance of payments surplus of at least {300 million 
a year. If that can be done there is some prospect 


that this country will be able to resume foreign 


investment on a reasonable scale. 

It requires care, however, to ensure that this 
surplus is achieved by increasing both industrial 
output and exports. The Bulletin points out that 
the large increase in industrial production in 1954 


‘and 1955 was accompanied by a large increase in 


imports without a corresponding rise in exports. 
The result was a drop in the surplus in the balance 
of payments. The object of economic policy must 


-now be to raise industrial output while ensuring that 


the share of it going to exports goes on increasing. 
In other words, there must be no rapid expansion 
in supplies for the home market which will prevent 
exports from rising even more quickly. Otherwise 
there will be a sudden increase in the import bill 
and the target for the surplus in the balance of 
payments will be as far off as ever. 
This line of thought harks back to the strategy set 
out by the Chancellor of the Exchequer in his 
Budget speech. Expansion is to be conditioned to 
the export effort and inflation is not to be allowed.to 
suck goods and services into the home market on 
too large a scale. In all this it would be of advantage 
to intensify the savings effort. The old-fashioned 
virtue of thrift goes well with this sort of economic 
policy. There is a great need to instil some confidence 
into the public that this non- -inflationary policy will 
indeed be pursued. The unions are clearly sceptical 
about it. 


Income Tax and the Australian Constitution 
The hearing in Canberra was concluded on May 8th, 
in the proceedings by the Governments of Victoria 
and New South Wales to test the validity of the 
Commonwealth powers under the Income Tax Act, 
1942 (see The Accountant, May 4th, 1957). The 
Court reserved judgment. 


Tee The Accountant dated November 3rd, 1956, at page 470. 
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Reviews 


Price, Cost and Output 
by P. J. D. Wues 
(Basil Blackwell, Oxford. 30s net.) 


The least satisfactory branch of economic theory is 
that which seeks to explain the behaviour of industry 
in respect of prices, costs and output. In recent yeats, 
the theories of imperfect and monopolistic competi- 
tion developed in the 1930s to replace the classical 
concept of perfect competition, as well as the whole 
concept of marginalism, have been questioned and 
criticized. The emergence of the theories of welfare 
economics in an attempt to synthesize both social 
and economic criteria has only increased the con- 
fusion. Mr Wiles has performed a most useful service 
in expounding the various theories that have been 
put forward to explain industrial behaviour. At the 
same time he develops his own ideas, which are as 
controversial as they are clearly expounded. 

This book is a serious piece of academic research 
and as the author himself points out 'a fair know- 
ledge of the text-books is demanded of the reader". 
This is to be regretted for the gap between economists 
and business men is growing, rather than decreasing. 
An exchange of their respective views on the subject 
of pricing policy in industries, both competitive and 
monopolistic, would be very interesting, but the 
average business man would hardly understand 
what Mr Wiles and his colleagues are discussing. 
Were Mr Wiles to write a business man's introduction 
to the theory of pricing, however, the readership 
meme of his present study would be greatly 

creased. 


Industrial Trade Associations, 
Activities and Organizations 
POLITICAL AND ECONOMIC PLANNING 

(George Allen & Unwin Ltd, London. 30s net) © 
‘This report is the outcome of ‘an inquiry lasting two 
and a half years into the activities and organization of 
industrial trade associations. In view of the tre- 
mendous expansion of these bodies and their influence 
in the 1930s and. during the last war, not least because 
of the Government’s activities within the economy, 
such an impartial study is considerably overdue. 
Like all P.E.P. reports, it is highly factual and 
comprehensive. 

The book includes a most useful appendix giving 
a list of the existing trade associations, classified 
under the product, of their particular trade or 
industry. There is an especially interesting section 
op the use made of trade associations by the smaller 
member firms based upon a sample inquiry carried 
out specially for P.E.P. Without question, this is a 
serious contribution in a field which is becoming 
increasingly important in economic and industrial 
affairs, and accountants, particularly those in industry, 
will find the book of considerable interest. 
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The A.B.C. of the Foreign Exchanges 
by NORMAN CRUMP 


Twelfth Edition 
(Macmillan & Co Ltd, London. 16s net) 


The latest edition of this standard work takes the 
reader up to mid-1956. The book is well named for 
the exposition throughout is as simple as the title 
suggests, while at the same time the scope.of the 
work is rather broader than the title implies, for it 
discusses the monetary system and the role of the 
banks, as well as describing the various money 
market institutions. This is logical enough, for any 
real understanding of the functioning of foreign 
exchanges is impossible without a grasp of monetary 
factors. In addition, it discusses the origina and 
functions of the various international financial 
institutions, 

The work is a highly useful introduction to a 
subject which 1s full of difficulties for the student. 
It provides all that the accounting student will need 
for his examinations in this particular field, while the 
general reader who is puzzled by the news items on 
this topic will find Mr Crump’s treatment of the 
subject both informative and highly readable. 


i 


Civil Service or Bureaucracy? 
by E. N. GLADDEN, M.SC.(ECON.), PH.D. (Public Admin.) 
(Staples Press Ltd, London. 21s net) 


‘In a democracy the Civil Service belongs to the 
people, and really to belong, a thing must be under- 
stood' — but a democracy, as Dr Gladden shows and 
as we all know, is often alarmingly indifferent to its 
most valuable possessions. 'The picture conjured up 
in the mind of the average citizen by the words 
"Civil Service’ is distorted and out of proportion, and 
his frequent and sometimes bitter criticisms are more 
often than not based on ignorance ‘not merely of the 
Civil Service and its function . . . but of the very | 
form and scope of our Government and of the duties 
and rights of citizenship'. 

It must not be thought, however, that the author 
has used his unrivalled knowledge only to provide 
the information which will correct common mis- 
understandings. He has no use for whitewash, and in 
this balanced and readable survey he says some hard 
things about the imperfections and dangers of the 
present situation, and he faces fairly and squarely the 1 
problems to be tackled if the Civil Service is to 
maintain its high traditions and avoid becoming a 
bureaucracy. He emphasizes that one of the chief 
safeguards is reasonable and just public criticism, 
but it must be informed criticism. 

The first part of the book traces the history of the 
Civil Service and its emergence into the present 
pattern, explaining fully the organization, conditions 
of service, recruitment, morale, and obligations. Part 
two is devoted to a discussion of what can best be 
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done to overcome the present drawbacks; above all, 
how to restore initiative to the individual, to allow 
him that freedom of spirit which is the antithesis of 
the slave mentality, and at the same time retain the 
essential safeguards which have been built up. 
"Yesmanship', says Dr. Gladden, ‘is the immemorial 
characteristic of bureaucracy’, and it is only by 
functioning as a dynamic organization that the Civil 
Service can escape that charge. The enormous ex- 
pansion of the Service caused by the Welfare State 
undertaking responsibilities which affect every side of 
life, has inevitably increased impersonality. Funda- 
. mentally, the British Civil Service is anti-bureau- 
cratic, but the demands made upon it, and the very 
^ climate of the age, make subtle attacks upon its 
defences. 

What is needed, insists the author, is a new outlook 
both within and without the Service. Within there 
should be a greater development towards a more 
professional ideal, and he advocates the establishment 
of a new kind of professional council which would 
represent all sections of the Civil Service, both 
corporately and as individuals, who support the ideal 
of professionalism as applicable to their occupation. 
Without, there must be a 'closer and more sympa- 
thetic liaison between the Press and public admini- 
stration’ to ensure that what is published is correct. 

Te most important of all, Parliament, where the 

del authority lies, should have a more continuous 
/ mut of reference and source of impartial information 
than is now available, to keep it up to date with 
| (current practices of public administration inside the 
ifdepartments. Dr Gladden suggests a standing com- 
| mittee on the lines of the Public Accounts Committee 
| which would conduct a continuing review of the 
| machinery of government, with particular, emphasis 
i| on administrative efficiency and personnel problems, 
i| and which would report periodically to Parliament. 


SHORTER NOTICES 


THE 1956 Income Tax LEGISLATION IN THE FEDERA- 
“PION OF RHODESIA AND NYASALAND, by A. S. Silke, 
M.COM.(HONS.) (Cape Town), C.A.(S.A.). (Juta and 
Co Ltd, Cape Town; Sweet and Maxwell Ltd, 
London. 52s net.) The Federation of Rhodesia and 
Nyasaland is little more than two years old and its 
formation was followed by an income tax Act which 
was the subject of a previous text-book by Mr Silke. 
Inevitably that Act required considerable amendment 
and the author now deals with the 1956 legislation, 
which he expounds and reproduces in a new volume. 
"THE SECRETARY'S GUIDE TO THE RESTRICTIVE TRADE 
Practices Act, 1956, by The Lord Meston, Barrister- 
+-at-Law. (The Corporation of Secretaries, London, 
12s 6d post free.) This concise guide, containing 
useful tables of statutes and cases, with a full index, 
explains the problems with which the new Act is 
intended to deal and then proceeds to reproduce 
the Act, section by section, with copious annotations. 
It should be of great help to a much wider public 
than secretaries alone. 
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NORTHERN IRELAND, edited and introduced with illus- 
trations, by F. E. Koch and Richard Moss. 164 pp. 
9t X6. 17s net. International Bureau of Fiscal Docu- 
.mentation, Amsterdam, Holland. 

STATISTICAL SOURCES FOR MARKET RESEARCH. 32 
84 X s$. 10s 6d net; 11s post free. The Market Research 
Society in association with The Oakwood Press, London. 

REPORT OF PROCEEDINGS OF THE 'l'ENTH ANNUAL 'l'Ax 
CONFERENCE convened by the Canadian Tax Foundation, 
1956. 349 pp. 9X6. Canadian Tax Foundation, 154 
University Avenue, Toronto, Canada. 

PRINCIPLES OF SOUTH AFRICAN Company Law, by the late 
Eric Emmett, K.C., M.A., LL.D.(MANCHESTER), and Trafford 
B. Barlow, B.A.(8.A.), LL.B.(CAPE TOWN), LL.D.(8TEL.), 4th 
edition by Trafford B. Barlow and Michael D. Emmett, 
B.A., LL.B.(CAPE TOWN). xxx--364 pp. 9X54. 525 net. 
Sweet & Maxwell Ltd, London; Juta & Co, Cape Town 
and Johannesburg. 

THe RicHgEsT MAN IN BABYLON, by George S. Clason. 
189 pp. BA o 15s net. The World's Work (1913) Ltd, 
Kingswood, Surrey. 

ANALYSIS AND INTERPRETATION OF FINANCIAL AND OPER- 
ATING STATEMENTS, 2nd edition, by Sir Alexander 
Fitzgerald, B.COM., F.A.8.A., F.C.LS. xi-+228 pp. 10X6. 
315 net. Butterworth & Co Ltd, London. 

THe Law or Trusts, by George W. Keeton, M.A., LL.D., 
7th edition. lxx 4- 511 pp. lox. sos net. Sir "Isaac Pitman 
& Sons Ltd, London. 

NYLAND ON STAMP Duties, 2nd edition, by F. Nyland, 
LL.B. 138 pp. appendices t index. 8x A. 3 s net; 26s 3d 
by post. Butterworth & Co (Publishers) L London. 

REPORT ON FARMING, 1955-56: a study of production and 
profits in the Eastern Counties with an advisory supple- 
ment and efficiency standards. 38 pp. of x7. 35 6d post 
free. Farm Economics Branch, School of Agriculture, 
Cambridge University. ` 
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Finance and Commerce 


New issues and official monetary policy are currently 
dominating the stock-market position. The volume of 
investment money tied up in new issues is having 
some restricting influence on support for existing 
issues. Iri the realm of monetary policy the 'Treasury 
is clearly in command of tbe situation and the 
market's surmises on the trend of long-term rates 
have been proved rather wide of the mark. 


Accountant Takes Charge 


‘One of the first matters to which I shall give my 
attention will be to put the accounting of the com- 
pany on a better basis.’ So said Mr Russell Tillett, 
F.C.A., to the shareholders of Raphael Tuck & Sons 
Ltd in his first statement with the accounts to April 
30th, 1956. Mr Tillett is new to the Board, being 
appointed chairman on April 5th, 1957, the date 
of the directors’ report with the 1956 accounts. 

‘At the present time’, he continued, ‘the provision 
of information necessary for a proper control of 
the business takes far too long, with results which 
could be very disadvantageous to the company. An 
improvement in this respect should enable the 
accounts for the current year to be placed in your 
hands at a much earlier date, and I hope it will be 
possible to issue them in the autumn of this year.’ 
So far as he can see at present, they will disclose a 
further loss. 

Undoubtedly, the company has suffered heavily 
from the fire at the Northampton factory and ware- 
house in October 1954. A payment of {£55,000 has 
been received on account of the consequential loss 
claim totalling £128,000 but the final settlement 
has not yet been reached. The delay in presenting 
the figures is in part due to the long and protracted 
negotiations. Meantime, the £55,000 has been put 
to profit and loss account in reduction of the year’s 
loss of £72,065. 

Mr Tillett was brought in to help to reorganize 
the business but it will not be an easy task, for while 
the greeting card industry has expanded over the 
last few years, he said the company was not in a 
position to take advantage to the full, ‘and new and 
powerful competition has entered the field and made 
trading much more competitive'. 

In facing these difficulties, however, shareholders 
have at least the assurance that the accounting system 
wil be overhauled. Business adversity is hard 
enough in itself. It is doubly bad when the accounting 
is weak. 


Decca's Late Accounts 


We are glad to see that the Decca Record Co Ltd is 
going to make an effort to get its next accounts out 
‘at an earlier date’. Its record in this connection in 
recent years has left much to be desired. It is 


lamentable when a public company, especially one 
with such a wonderful history of scientific develop- 
ment such as this, gets so late with its accounting 
that it comes to holding its annual meeting in 
the year after the year following the. date of the 
accounts. 

Mr E. R. Lewis, now chairman, who has been 
the driving force behind the company's growth, 
attributed the delay to the very rapid expansion, 
great lack of space, and, of all things, difficulty in 
finding accountants. Last year, he told shareholders 
at the meeting, they were doubly handicapped by the 
death of one of their senior accountants who had 
been engaged on a particularly complicated part of 
the accounts. 

Promptness in accounting is a matter of organi- 
zation and will. There must be the effort to improve 
on past performance, no matter how good it may 
have been, otherwise slackness develops and time 
gradually ceases to lose its importance. 

Decca's latest wonder of science is True Motion 
Radar in which 'stationary objects remain stationary 
on the picture, one’s own ship is seen moving across 
the screen, and all other moving objects are also | 
seen on their true course and at their right speed'* 
Ambiguity in the radar picture which has sometimes 
in the past been held to be a contributary factor in 
collisions, is thus completely removed. Deliveries 
of this type of radar set started a few weeks ago. 








Useful ‘Flap’ 


A very useful idea comes from the British United 
Shoe Machinery Co Ltd, the cover to whose accounts 

is provided with what is described as a ‘flap’, Open 
the accounts and open out still further the flap and 
there one has the notes on the accounts so that 
whatever portion of the accounts is under con- | 
sideration — parent or consolidated balance sheet — the 
notes are within view without further turning over. 

So often, when reading company accounts, reference | 
to the notes is a tiresome yet necessary business. 
The pages are turned until the notes are found, 
reference back to the account follows, and then to 
the notes again for further guidance. Then in the 
process of turning the pages, the place is lost and the | 
notes on the consolidated accounts become involved 
with the parent balance sheet. ‘This new idea is a great 
improvement. 


I Set 


Money Market 


With the market's bid cut by 6d to £99 os 10d there 
was a sharp rise in the Treasury bill rate on May roth. 
The average rate was £3 16s 1:844 per cent. Applica- 
tions for the £200 million of bills offered and allotted 
totalled £360,920,000. This week the offer is cut to 
£190 million. 
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| May 18th, 1957 


Confusion in Accounts 


Sm, -'The F. W. Woolworth & Co Ltd accounts 
reproduced in your April 13th issue are a good 
example of the confusion of thought which prevails 
in our profession. I take just two examples from the 
: balance sheet. First, the cost value of securities has 
been reduced to market value at December 3 1st, 1956, 
although it is clear from the context that they cannot 
be regarded as current assets; without doubt, the loss 
| thus provided for will never be incurred. Then, 
immediately after this provision of £633,897 we have 
a ‘Difference on consolidation — £342,530’, without 
comment. 

The consolidation of December 31st figures for 
the parent company with June 3oth figures for the 
subsidiaries is a very serious matter — on a level with 
adding elephants to apples. It is hard to believe that 


have to consolidate on the following December 31st 
cannot so arrange matters that he has all necessary 


' figures within a few weeks of the latter date. True, it : 


| may involve some last-minute approximations, which 
in the case of the Woolworth group might conceivably 
( result in an error of £100,000 in the profit figure. This 
is far more defensible, however, than the omission of 
six months’ operations of the subsidiaries, which may 
well have resulted in a profit or loss of several times 
this 


If the treatment chosen was dictated by the 


. requirements of the auditors, then it would have been . 


preferable to publish all December 31st figures and 
leave the auditors to qualify their report in respect of 
those subsidiaries whose audited accounts were not 
available at this date. I do not believe that Wool- 
worths control their subsidiaries through accounts 
' which are six months old. 

Incidentally, is it possible that the Inland Revenue 
' took 83 per cent of the increased profit earned in 1956? 
Perhaps a part of the profits tax was an adjustment 
` relating to previous years’ profits. 

' In a letter in the same issue of The Accountant, 
Mr R. Warwick Dobson touches on a similar case of 
conflict between accountants’ and auditors’ require- 
ments. He seems to imply, however, that where 
departmental accounts are kept there may be some 
difficulty in preparing financial statements in the 
traditional form. Surely, this is a book-keeping prob- 

. lem very easily solved. It is possible to obtain all 

of accounting reports from a flexible book-keeping 

i system and the existence of a wide range of book- 


keeping machines makes it possible for even small. 


businesses to operate such a system Wee any 
PEE Yours faithfully, 
Frankfurt on Main, KENNETH S. MOST. 
Germany. 


an accountant who knows on January 1st that he will ^ 
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Correspondence 
Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Ultimate Responsibility 


SIR, After reading the article “The ultimate 
responsibility’ in your issue of April 2oth, it seemed 
to me that those of us, employees, who are not 
infallible will need some form of protection against 
possible claims by our employers. 

Can we expect the State to extend National 
Insurance to cover ‘Employees’ Liability’? 

The trade unions will no doubt set up special 
funds to indemnify. their members, but the Institute 


_and Society, with feet in both camps, would be in 


a difficulty. 
If we arrange indemnity cover privately, the 


premiums will probably be disallowed for tax as being 
- unnecessary, and it would be interesting to know how 


the insurance companies would assess the risk. 
The ideas of other readers would be welcomed. 


Yours faithfully, 
CLANGER. 


Thoughts on Fellowship 
Sir, — During the various meetings held in connection 
with the integration scheme, much has been said 
about the Fellowship of the Institute. Some members 
would like to see all distinction. between them 
abolished; others think that some test should be 
imposed on those seeking the Fellowship. 

When the Institute was formed, practically all the 
members remained within the practising profession 
and there was almost no exodus to outside com- 
mercial work. Accordingly, the only object in having 
a Fellowship was to indicate those members of the 
profession who had practised for five years; there 
was no need to differentiate between those who had 
remained within the profession and those who had 
left the practising side of it. One cannot help thinking 
that when the Institute was incorporated there was 
an idea that a chartered accountant who had practised 
for five years must be of greater eminence than one 
not in practice, or one who had not practised for that 
length of time. One should, however, remember the 
words of the late Dr J: E. C. Welldon who, in a letter 
published in The Times on April gth, 1934, said: 


‘Experience is, I think, perhaps the most com- 
monly overrated of qualities. Men who appeal to 
their experience are apt to be men who possess no 
other recommendation to which an appeal can be 
made.’ 


Nowadays the whole position has changed, owing 
to the fact that a large proportion of members of the 
Institute leave the practising side and go out Sie 
industry and, although the rules regulating th 
Fellowship remain the same as before, the enl 
status of Fellows has altered considerably. 
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The Fellowship today, I feel, is not so much an 
indication of a qualification as a mark of status within 
the profession. It must be remembered that there are 
separate rules governing those who practise as opposed 
to those who do not. The practising members of the 
.Institute are not permitted to carry on any other 
business whatever, whereas a non-practising member 
can pursue almost any business that he chooses. ‘There 
are, for instance, non-practising chartered account- 
ants who are solicitors, physicians, clergymen and 
stockbrokers. No practising chartered accountant 
would be allowed to follow any of these vocations. 
Again, quite recently, an eminent non-practising 
member of the Institute sponsored a statement, 
accompanied by his photograph and describing him 
as a chartered accountant, explaining why he reads 
the Daily Mail, This is quite in order, but a practising 
member of the Institute would not be permitted to 
do such a thing. Perhaps the greatest distinction is 
that only practising members are permitted to have 
articled clerks. 

To turn from the question of status to that of 
practical ability, we have, on the one hand, the 
member of the Institute who, after becoming an 
Associate and, as so generally happens, serving for a 
number of years with a firm of chartered accountants, 
follows this by practising for five years. He may be 
contrasted with a member who, immediately after 
passing his Final examination, abandons the practis- 
ing side of the profession for any kind of external 
activity. The former may be expected to be more 


versed in professional work than the latter. It is, of 


course, true that there are many non-practising 
chartered accountants who know far more about 
professional work than some who practise, but here 
we are dealing not with the exceptions but the general 
body of members. 

At present the Fellowship is an indication of 
status within the profession and, to some extent, also 
is indicative of years of exclusive work within the 
practising side of the profession itself. There is a 
certain value to be attached to the Fellowship as it 
exists at the moment, and it is suggested that as the 
Fellowship is primarily a sign of status it would be 
quite wrong to let anyone other than a practising 
chartered accountant qualify for it, as has sometimes 
been advocated. 

It is, however, pertinent to inquire whether there 
is, after all, any need for an indication of status to be 
given to certain members of the Institute. There is 
much to be said for the idea that every member, 
whether he be one of the most brilliant practising 
chartered accountants or completely outside the 
practising or even the industrial or commercial side 
of the profession is, none the less, one of a band of 
brothers joined together in the Institute. This con- 
ception is embodied in the constitution of the British 
Academy and the Royal Society, both of which have 
only one class of member, F.B.A. and F.R.S. In this 
way, through the Institute, a clergyman or a physician 
who was also a chartered accountant could de ] pride 
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in the knowledge that he was a member of that 
fraternity who delighted in calling themselves 
chartered accountants. 

As a conclusion drawn from the preceding observa- 
tions, it is submitted that the Fellowship should 
either remain as it stands at present or, preferably, | 
that every member of the Institute should, on 
admission, become F.C.A. The A.C.A. would be 
abolished and all chartered accountants could regard 
themselves as equal members of one great brother- 
hood in the profession. 

Your obedient servant, 
London, WC2. B. J. DAVIS. 


Replacement Cost ES 


Gm, — It was with considerable delight that I read the 
‘obituary notice’ of replacement cost in your issue of 
March 30th. This reaction to the obsequial epistle 
was not, however, occasioned by approval of the 
particular doctrine of salvation through conservatism 
which Mr Clayton preaches, nor by the facile false 
reasoning with which, in the first paragraph of his 
letter, he ridicules heresy. 

In formulating a plan for dealing with inflation, 
whether it be in connection with private finances or 
with company accounting, I have always held that 
the degree of inflation 1s the thing that matters. My: 
own view is that the fall in the value of money in 
England has not been sufficiently rapid or great to 
justify replacement cost accounting, but in this con- 
nection the table of increases in running costs, pub- ~ 
lished with the P. & O. accounts and reproduced in 
your same issue, makes interesting reading 

The situation in Brazil is somewhat different and, 
after years of massive inflation, one now needs inside 
information concerning a company before one can 
place much reliance on an interpretation of its 
published accounts. In my own case I present, to the 
directors of my company, accounts prepared on a 
basis of historical cost and in doing so sometimes 
draw attention to the weakness of this basis with the 
Cruzeiro currency, but I have to add that, with 
resources at my disposal, I am unable to suggest what 
adjustment is necessary to make provision for the 
maintenance intact of the economic investment in the ` 
company's business. | 

Contrast this account of my stewardship with that 
of the controller of another company in Brazil, who, 
by doubling his accounting records of stocks and 
fixed assets, is able to prepare accounts on a basis of 
historical cost for publication, and also to furnish  . 
each month to his parent company abroad a profit | 
and loss account on replacement cost basis which has 
also been extracted from the books. Though Mr ` 


‘Clayton might claim that the latter account was not 


just, he would surely concede that the steward in that | 
case should be ‘commended because he had done | 
wisely’. 

Yours faithfully, 
A. D. CUTHBERTSON, A.C.A. 
` Rio de Janeiro, 
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laxation Cases 


A full report of the cases summarized in this column will be published, with Notes on the Judgments, 
in the ‘Annotated Tax Cases’. 


Regina v. Special Commissioners of Income 
Tax; Ex parte Linsleys (Established 1894) Ltd 
In the Court of Appeal — March 6th, 1957 


(Before Lord Justice JENKINS, Lord Justice Hopson 
` (not present), and Lord Justice SELLERS) 


Surtax — Undistributed income of company — Invest- 
ment company — Profits tax — Distribution charge — 
Possible election by shareholders to assessment — Special 

Le Commissioners refusal to make surtax direction — 
T Mandamus — Finance Act, 1939, Section 14 — Finance 
Act, 1947, Sections 30 (3), 31 (3), 35 - Income Tax 
Act, 1952, Section 262 — Finance Act, 1952, Sectton 
68. 


The applicant, an investment company within 
Section 262 of the Income Tax Act, 1952, was 
assessed to profits tax, and if the amount assessed 
were deducted in computing the company’s income 
for surtax for the same accounting period, the amount 
of income would be nil. For this reason the Special 

, Commissioners refused to make a direction under 
Section 262. If a direction had been made, the com- 
pany and those of its members, who were not indi- 
viduals, would have been entitled to elect, under 

^" Section 31 (3) of the Finance Act, 1947, to be them- 

į selves assessed to profits tax, and the company would 
not have been so assessable. The company applied for 
an order of mandamus requiring the Special Com- 
missioners to give a direction under Section 262. The 
company had also appealed against the profits tax 
assessment. 

Held (affirming the decision of the Divisional 
Court), that the amount of profits tax was only to be 
deducted under Section 68 of the Finance Act, 1952, 
in the event of its being payable; that it only became 
payable if the Special Commissioners made a 
direction under Section 262 and if the company and 

"e members did not thereafter exercise their right of 
election under Section 31 (3); that consequently the 
company had an income for surtax purposes, which 
could be the subject of a direction under Section 262; 
and that, as the terms of that section were imperative, 
an order of mandamus would issue for a direction to 


be made. 
Sangster v. Hart 
In the Court of Appeal — March 19th, 1957 
(Before THe Lorp Carer Justice (Lord Gopparp), 
Lord Justice JENKINS and Lord Justice SELLERS) 
Income tax - Bank interest — Sum on deposit account — 
"Further sum paid in — Whether new source acquired — 
Income Tax Act, 1918, Schedule D, Case III, 
Prior to 1951 the appellant maintained a deposit 
account at a bank, and on March 16th, 1951, the 
account was in credit to the extent of £20,496. On 


the following day £2 million was paid into the account, 


On March 3oth, 1951, £250,000 was withdrawn. 


Interest was credited half-yearly on June 20th and 
December 20th. 

Assessments were made on the appellant in the 
amount of {£7,037 for 1951-52 and £29,371 for 
1952-53 in respect of the interest received on the 
deposit account. The Inland Revenue contended that 
when the £2 million was paid into the account a new 
source was acquired by the appellant. The Special 
Commissioners decided that the source of the interest 
on the £2 million was the original contract made 
between the appellant and the bank, when the deposit 
account was opened. 

Held (affirming the judgment of Mr Justice Vaisey), 
that a fresh source of income arose each time that a 
sum was deposited upon the terms of the original 
contract under which the account was opened. 


Vise v. Gatehouse ` 
In the Court of Appeal — March 22nd, 1957 

(Before (og Lorp Cuter Justice (Lord GODDARD), 

Lord Justice JENKINS and Lord Justice SELLERS) 
Income tax — Schedule A — Flats tn building — Common 
staircases and balcony — Whether assessment on land- 
lord or occupier — House Tax Act, 1808, Schedule B, 
Rules 6, r4— House Tax Act, 1851, Section 2— 
Income Tax Act, 1918, Schedule A, No. VII, Rules 
8, T2. 

The respondent was the occupier of a flat and was 
assessed to tax under Schedule A. The flat was one of 
five flats covering the top floor of a building, the 


ground floor of which comprised four garages. There 
"was no means of communication through any garage 


to the first floor, and the only means of access to the 
flats from the street was by either of two common 
staircases and along a balcony, on to which the door 
of each flat opened. The landlord was responsible for 
the repair of the balcony and staircases and for the 
maintenance of the. three wall-lights. which lighted 
them. The flat was held on a lease for 22} years (less 
the last three days): {2,750 was paid for the lease, 
and there was an obligation to pay a rent of {1 
annually. The annual value of the flat was £201. The 
assessment was made in reliance on Rule 12 of 
No. VII of Schedule A. 

The appellant contended that the building was 
divided into ‘distinct properties’; and that the 
respondent, as a ‘distinct owner,’ was assessable 
under Rule 12 of No. VII of Schedule A. 

The respondent contended that the building was 
let in different apartments or tenements and that the 
assessment ought to have been made on the Jandlord 
under Rule 8 (c) of No. VII of Schedule A. 


Held (affirming the judgment of Mr Justice 
Danckwerts), that the respondents contention was 
correct. 
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The following is a list of Associates elected to Fellow- 
ship at the Council Meeting held on May 1st, 1957, 
who completed their Fellowship before May 14th, 


1957. i 
Associates elected Fellows 


Allen, Antony William; 1951, A CA: (Gilbert Allen & Co), 
8 Drapers’ Gardens, Throgmorton Avenue, London, EC2. 

Barber, Philip Petley; 1947, A.C.A.; (Clement Keys & Son), 
Union Chambers, 63 Temple Row, Birmingham, 2, and 
at West Bromwich. 

Blackburn, Stanley; 1951, A CA: (Wm. F. Smart, Son & 
Bloor), Finsbury Pavement House, 120 Moorgate, 
London, ECa. 

Blank, Hans-Gerd; 1948, A.C.A.; (Jeffreys, Alfred Henry & 
Marks), ro Coleman Street, London, EC2. 

Cotterill, Haydn Jeffery; 1948, A.C.A; (Cooper-Parry, 
Hall, Doughty & Co), 102 Friar Gate, Derby, and at 
Ashbourne, ‘Burton-on-Trent and Uttoxeter. 

Fox, Carter, V.R.D.; 1948, A.C.A.; (T. C. Squance & Sons) 
Douro House, 7 Douro Terrace, Sunderland. 

Goodwin, Randolph; 1948, A.C.A.; (Cooper-Parry, Hall, 
Doughty & Co), 102 Friar Gate, Derby and at Ashbourne, 
Burton-on-Trent and Uttoxeter. 

Gutermann, Lutz; 1948, A.C.A.; (L. Goodman & Co), 
Canada Chambers, 36 Spring Gardens, Manchester, 2. 
Hawdon, Sidney; 1951, A.C.A.; (T. E. Rowell & Co), 1 

Northumberland Place, North Shields, Northumberland. 

Hemsley, Bernard Leslie; 1952, A.C.A.; (Sherrott & Co), 
13 Victoria Street, London, SW1, and at Brighton. 

Land, William Henry, M.8.E.; 1939, A.C.A.; (Hope, Agar ër 
Co), Pinners’ Hall, Austin Friars, London, EC2. 

Mashford, Kenneth; 1947, A.C.A.; (Carpenter, Box & Co), 
Liverpool Chambers, 8 Liverpool Gardens and Goring 
Hall Chambers, 70 Goring Road, Worthing and at 


Lancing. 

Morris, Sidney; 1948, A.C.A; (Silver, Altman & Co), 
Napier House, 24—27 High Holborn, London, WCr. 

Parker, James Walton; 1948, A.C.A.; (*N. T. O'Reilly & 
Partners), Birbeck House, Duke Street, Penrith, and at 
Carlisle, Hawes and Kirkby Stephen. 

Phillips, Edward Leslie; 1924, A.C.A.; (Beavis, Walker & 
Co), 53 New Broad Street, London, ECz. 

Rew, Ralph Gerald Oldham; 1938, A.C.A.; (Leslie Andrews 

' & Co), 10 North Street, Horsham, Sussex. 

Smith, Bernard; 1936, A.C.A.; (*Smith & Collett), Liver- 
pool House, Penlan Street, Pwllheli. 

Thornton, Arthur Campbell; 1939, A.C.A.; (Thornton & 
Co), 54. Castle Street, Liverpool, 2, and at Wallasey. 

Tuftrey, Ernest Frederick; 1938, A.C.A.; (Hope, Agar & 
Co), Pinners’ Hall, Austin Friars, London, EC2. 

Wagstaff, Jack Norman; 1948, A.C.A.; (E. Carpendale 

rton & Co), 32 De Montfort Street, Leicester. 

Webb, Ralph Richards; 1933, A.C.A.; (Webb & Son) 49 
Queen Victoria Street, London, EC4. 

Williams, James Bradford; 1948, A.C.A.; (*G. B. Williams, 
Ross & Co), Old Bank Chambers, Pontypridd. 

Yates, Cyril; 1952, A.C.A.; (Walton, Watts & Co), Chancery 
C ers, 55 Brown Street, Manchester, 2. ; 


t against the name of a firm indicates that the firm, though 


not wholly composed of members of the Institute, is 
composed wholly of chartered accountants who are members 
of one or the other of the three Institutes of chartered 
accountants in Great Britain and Ireland. 

* against the name of a firm indicates that the firm is not 
wholly composed of members of one or the other of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. 

Firms not marked f or * are composed wholly of members 
of the Institute. 
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Former Members re-admitted to Membership 
NEE Victor Ronald, Caer Rhun Hall, Conway, North 


Wales. 
Robson, Donald Edward, ‘Woodleigh’, Burnside, Rolleston, 
Burton-on-Trent. 


Admission as Associates 
The following applicants admitted to Membership at 
the Council Meeting held on March 6th, 1957, have 
completed their membership: 


Ainscow, John Davenport Siddeley, with Burgis & Bullock, 
II & 13 Waterloo Place, Leamington Spa. 

Arnold, Kenneth Norman, B.sC.(ECON.) with Thorne, 
Widgery & Co, All Saints’ Chambers, Eign Street, 
Hereford. 

Ashcroft, Kenneth, 8 Hartington Road, Preston. 

Barnard, John Spencer, with Tribe, Clarke & Co, Albion 
Chambers, Small Street, Bristol, 1. 

Bartlett, Graham Philip, 'Merrydown', Woodfield Lane, 
Ashtead, Surrey. 

Baynes, Keith William, with Wilkins, Hassell & Co, 8 
Queen Street, Cheapside, London, EC4. 

Becker, David Stanley Frederick, “The Den’, Cages Wood 
Drive, Farnham Common, Buckinghamshire. 

Berger, Malcolm Hyman, 36 Spearpoint Gardens, Newbury 


‘Wrens’, Elms Road, Hook, 
Basingstoke, Hampshire 


Burling, Dennis Charles, (Barton, Mayhew & Co 
Alderman's House, Bishopsgate, London, EC2. 

Cherry, Keith, B.A., with TPeat, Marwick, Mitchell & Co, 
71 King Street, Manchester, 2. 

Christmas, Colin Roy George, 6 Gravetts Lane, Guildford, 


Surrey. 

Clegg, David Thompson Dixon, 64, Promenade, Mount 
Pleasant, Swansea 

Cripps, Anthony Charles, with Jackson, Pixley & Co, Kent 
House, Telegraph Street, London, ECz. 

Dukes, David Laurence, with tPrice Waterhouse & Co, 
7 South Parade, Leeds, 1. 

Elia, Gabriel, 1 Coleridge Road, Finsbury Park, London, N4. 

Foreman, Peter Frederick William, 23 Denmark Avenue, 
Wimbledon, London, SWi9. | 

Grace, Anthony Paul Sanders, 317 City Road, Oakham, 
Dudley, Worcestershire. 

Hanson, David John, with Webb, Hanson, Bullivant & 
9o Deansgate, Manchester, 3. , 

Harris, Edward Charles, with Blackburns, Robson, Coates 
& Co, 59 New Cavendish Street, London, Wi. 

Harrison, William Charles, 9 Barnhill Road, Wavertree, 
Liverpool, 15. 

Hollway, Kenneth Henry William, 81 Beechway, 'T'wicken- 
ham, Middlesex. 

Holt, Michael Clement Alwyn, ‘Birches Over’, St Georges 
Hill, Weybridge, Surrey. 

Husband, David Ivor John, B.a., with Baddiel, Sleeman & 
Co, 20 Walter Road, Swansea. 

Jordan, Michael Anthony, with *Richardson, Nutt & Co, : 
St James’ Chambers, St James’ Street, Derby. -~ 

Kendall, Donald, with *Hopps & Bankart, 25 Friar Lane, 
Leicester. ES ] 

Knight, Peter, ‘Humberstone’, Kewferry Hill, Northwood, 
Middlesex. | 

Lambrick, Leonard James Oates, 3.4., with Hudson Smith, ` 
Briggs & Co, Exchange Chambers, Corn Street, Bristol, 1. . : 

M iss Charles Allan, B.coM., 70 Havelock Road, Croydon 

urrey. 

Mackintosh, Martin, M.a., 29 Lime Tree Road, Norwich. 

Moore, Geoffrey Laurence, 37 Corsham Road, Paignton, 
South Devon. 


D 
en 


H 


May 18th, 1957 


Morley, Joseph, B.A.(EcoN.), with John Watson, Sons & 
Wheatcroft, Norfolk Chambers, 9 Norfolk Row, 

,. Sheffield, 1. 

Newton, Bryan Harold, with Percy F. Ward & Co, 26 
Elsington Terrace, Newcastle upon 'T'yne, 2. 

Peters, Myles Anthony, c/o Geo. Adlam & Sons Ltd, 
Parnall Road, Fishponds, Bristol. 

Pinto, George Richard, M.A., 3 Down Street, London, Wr. 

Porter, Harold Keith, 51 Wiston Avenue, Worthing, Sussex. 

Pritchard, Christopher Bert, 'l'own's End, Clutton, Bristol. 

Quick, Edward Hare, 381 Topsham Road, Exeter, 

Salmon, Alan Thomas How , with Knox, Cropper & Co, 
Spencer House, South Place, Moorgate, London, EC4. 

Scarles, Ronald Michael, with Gowar, Ashby & Barnsdale, 
Staple House, 51 & 53 Chancery Lane, London, WCa. 

GE David Kenneth, 8 Pickhurst Lane, Hayes, Bromley, 


_ Skipper, Michael John Alexander, B.sc.(ECON.), 50 Kenway 
^ Road, London, SWs. 
m Peter Leslie, B.COM., 25 Greenhill Road, Liverpool, 
1 


Stibbs, Gerald William Palmer, with Tribe, Clarke, Darton 
& Pollock, 62 High Street, Rochester, Kent. 
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Sumner, Dale McDonald, End House, Bilsington, Ashford, 


Kent. 

Terry, Owen Lloyd with TDeloitte, Plender, Griffiths & 
Co, Druslyn House, De La Beche Street, Swansea. 

Tune, Neville Henry, Cromwell House, Cromwell Avenue, 
Billericay, Essex. 

Turner, Michael Basil, with Stockwell, Williamson & Co, 
55 Brown Street, Manchester, 2. 

Webb, Roger, “Torwoodlee’, Royston Grove, Hatch End, 
Middlesex. 

Wheway, Richard. Charles, B.a., with Atkinson, Smith & 
Atkinson, 28 Bond Street, Leeds, 1. 

Wilkins, Geoffrey, r1 South Way, North Harrow, Middle- 
Bex. 


(Not in England or Wales) 


Bede, Jarvis John, with Ford, Rhodes, Parks & Co, 
P.O. Box 7361, Karachi, 3, Pakistan. 

Bladon, Keith Victor, B.COM., with *Deloitte, Plender, 
Griffiths, Annan & Co, P.O. Box 267, Salisbury, 
S. Rhodesia. 

Shoaib, Hassan, 2112, Le Roy Place, N.W., Washington, 
D.C., U.S.A. 


THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 


EXTRACTS FROM THE ANNUAL REPORT FOR 1956 


The thirty-eighth annual general meeting of members 

-of The Institute of Cost and Works Accountants 
will be held at the Connaught Rooms, Great Queen 
Street, London, WC2, on Saturday, June ISt, 1957, at 
10.30 am. We reproduce below extracts from the 
report of the Council for the year ended December 
318t, 1956, to be submitted at the meeting. 


Membership 
During the year 392 persons were admitted to member- 
ship and after allowing for resignations, lapsed 
memberships and deaths, the total membership at 
December 31st, 1956, was 5,352, showing a net increase 
of 351 over the previous year. 
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Registered Students 

During the year there were 2,919 new student 
registrations and after allowing for resignations, lapsed 
registrations and deaths, there were 13,293 names on 
the students’ register at December 318t, 1956. 


Institute Awards 


The Institute’s Gold Medal of Merit for outstanding 


services to the Institute and the profession was awarded 
to Mr Robert Benjamin Garnham, F.c.W.A. 

The Institute's first three Silver Medals were award- 
ed to Mr Robert Warwick Dobson, C.A., F.C.w.A., Mr 
Andrew Miller, J.P., F.c.w.a., and Mr William Walker, 

7*.C.W.A., for valuable contributions to the technique of 
the profession. All these awards were presented at the 
national cost conference. 


Examinations 


The usual examinations were held in June and Decem- 
| ber 1956, at which a total of 8,478 candidates presented 
themselves, including 1,728 overseas. 


The comparative figures for the past six years are 
as follows: 


TOS... e 6,947 I954 .. .. 7,089 
1952 .. .. 5954 I955 .. s 524 
I953 .. .. 6,820 1956 .. 8,478 


The combined results of the examinations held in 
June and December 1956, were as follows: 


No. of 
Candidates Passed Failed 

Preliminary (June 1956 only) 169 58 III 
Intermediate, Part I 2,752 1,184 1,568 
Intermediate, Part II . 2,051 546 1,505 
Intermediate, Parts I and II 640 196 444 
Final, Part A only.. $3 331 97 234 
Final, Part B only I,185 417 768 
Final, completed ees both ` 

Parts together, or remain- 

ing Part .. M es 1,395 397 953 





8,478 2,895 5,583 


Fellowship in Management Accountancy 


The Fellowship examination in management account- 
ancy was held in June 1956, when there were 87 
candidates of whom 16 were successful. The Lewton 
Coronation Prize in Management Accountancy was 
awarded to Harold Thomas Alexander Hastie, of Alloa. 


South African Cost Conference 


The first national cost conference to be held in South 
Africa took place in Pretoria from October 8th to 11th, 
1956. On the previous Sunday, October 7th, a service 
for members of the Institute attending the conference 
was held in Pretoria Cathedral. 

The conference was attended by the President of the 
Institute, Mr Ian T. Morrow, C.A., F.C.W.A., and the 
Director, Mr Stanley J. D. Berger, M.C., F.C.1.8., each 
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of whom addressed the conference on the opening day. 

After a civic welcome by the Mayor of Pretoria, the 
conference was opened with an address by the South 
African Minister of Economic Affairs, Dr the Hon. 
A. J. R. van Rhijn. 

For the technical sessions the following papers were 
given: 

‘Costing for capital expenditure’, by Mr T. Lindsay, 

B.ECON.(I.A.), F.C.W.A. 

‘Accounting and progress. The accounting function in 
relation to new management needs’, by Mr G. T. M. 
Rae, B.COM., C.A., C.A.(S.A.), F.C.W.A. 

“The principles and application of regression analysis of 
production costs’, by Professor B. de Loor, M.8C.(8.A.), 
PH.D.(AMSTERDAM 

e effectiveness of costing, personnel management, 
time and motion study, incentives and works com- 
mittees in industry’, by Mr H H. McGregor, 
B.SC.(ENG.), A.M.L.M.M. 

‘The accountancy of changing price levels.) Group 
discussion, followed by presentation of group leaders' 
reports and a plenary session. 

'The proceedings concluded with a banquet at which 
the Minister of Economic Affairs, Dr the Hon. 
A. J. R. van Rhijn, was the principal guest. Other 
guests included representatives of the Civil Service, 
municipalities, industry, commerce, law, education 
and kindred bodies. 

Following the conference the Director and Mrs 
Berger were guests at the Governor-General's garden 
party. Later they visited all the Institute centres in the 
Union of South Africa and in Southern Rhodesia. 


Twenty-seventh National Cost Conference 


The twenty-seventh national cost conference was held 
at The Assembly Rooms, Edinburgh, from May 31st 
to June 2nd, 1956. The proceedings opened with a 
civic reception given by the Lord Provost of Edinburgh 
and the Corporation of the City of Edinburgh. At the 
opening of the conference on June rst, Mr George 
Nicholson, F.C.W.A., gave his presidential address and 
presented the Institute medal awards for 1956. Mr 
D. J. Young, c.a., F.C.W.A., then gave a paper at the 
morning session on “The impact of automation on 
management accountancy. For the afternoon session 
the conference discussed a paper presented by Mr 
R. W. Duffield, F.c.w.A., under the title of ‘Looking 
forward'. 

The Institute annual banquet was held at The 
Assembly Rooms, Edinburgh, on June rst, 1956, with 
Mr Ian W. MacDonald, M.A., GA, Director and 
General Manager of the Commercial Bank of Scotland, 
as guest of honour. 


Research and Technical Activities 


Mr P. E. Randall, a.c.w.a., took up his duties as 
Technical Officer of the Institute in February 1956. 

Cost Reduction, a research publication, was pub- 
lished in May 1956. This work originated in studies 
submitted by branch research committees and was 
prepared by a section of the Research and Technical 
Committee consisting of members from the Northern 
and Scottish branches. It is the eighth book produced 
under the planned study scheme for branches of the 
Institute. 

The Institute's second Occasional Paper “The 
classification and coding of accounts’, by Mr J. M. S. 
Risk, B.COM., PH.D., C.A., F.C.W.A., A.C.L8., was pub- 
lished in June 1956. 
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Summer School 


The seventh residential summer school was held at 
St Catharine’s College, Cambridge, from September ` 
3rd to. 8th, 1956. The subjects and speakers were: 

‘Cost information for small companies’, by Mr J. L. 

Hilton, F.C. W.A., A.M.LI.A. 

‘Key factors for the measurement of business efficiency’, 

by Mr G. C. Stone, F.C.W.A. 

‘The future of costing techniques and records’, by Mr 

G. J. Pierce, F.C.W.A. 
“The uses of economic statistics’, by Mr J. Stafford, C.B., 
M.A., Director of Statistics, Board of Trade. 

Once again the Council desire to record their 
appreciation of the facilities provided by the College 
authorities, and the excellent arrangements made by 
them for the Institute's Summer School. 


Recruitment and Training 


The following three publications have been issued and 
have aroused much interest and favourable comment: 
(i) The cost accountant, his work and training: 
containing the complete syllabus of examinations 
and much other information for students about 
the Institute and the profession. 
(ii) A career in cost accountancy: 
a brief introduction to the profession for the 
Geen of school-leavers, parents and head- 


(tit) Train SE aon the cost accountant: 
offering guidance to employers on the provision of 
practical experience for registered students. 

Contacts with employers concerning the provision o 
practical training for registered -students have bee 
maintained and extended. The Institute now has 
growing list of firms which provide schemes of training 
for those desirous of qualifying for membership of the 
Institute. 

The Institute has entered into agreements with the 
universities of London, Birmingham, Bristol and 
Nottingham whereby certain commerce and economics 
graduates are exempted from Part I of the Intermediate 
Examination. 

Council and Committees 


Five meetings of the Council, five meetings of the 
Executive Committee and thirty meetings of standing 
and other committees were held. 


Members of Council 
In accordance with the articles, the following seats on 
the Council become vacant at the annual general 
meeting in 1957, the names of the present holders 
being as hereunder: 


Area No. r— London and South- Mr J. M. S. Risk 
east England .. Mr R Glendinning 
Area No. 2-— South-west England Mr G. J. Pierce 
Area No. 6- Liverpool and District Mr E. W. Hall 
Area No. 7- Manchester and Dis- 
trict ën .. Mr H. Smith 
Area No. 8-— Nottingham, Derby 
and District .. Mr T. W. Badgery | 
Area No. 14 — Coventry and District Mr J. P. Wilson 
Area No. 12 — North-west Coast 'acant l 
Area No. 15 — North Lancashire pes $01 


At the annual general meeting 1956, Messrs W. 
Coutts Donald, F. M. W. Hird and G. C. Stone were 
co-opted under Article 36. During the year, as a result 
of postal ballots, Mr H. Hodgson and Mr S. J. Careless 
were elected by Area No. r, London and South-east 
England, and Area No. 4, Birmingham and District, 
respectively. 
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PERSONAL 


Messrs West, Wake, Prick & Co, Chartered 
Accountants, of 6 Broad Street Place, London, EC2, 
announce that Mr Hucu WADIE, A.C.A., who has been 
a member of their staff for the last eight: years, has been 
admitted as a partner as from May ist, 1957. The 
name of the firm will remain unchanged. 

Messrs T. M. THRELFALL & MunrrrTT, Chartered Ac- 
countants, of Martins Bank Chambers, N e]son, Lancs., 
announce that as from April 6th, 1957, they have taken 
into partnership Mr E. I. REYNARD, A.C.A., who served 

is articles under Mr T. M. THRELFALL, F.C.A., and 
has been with the firm since qualifying. The name of 
the firm will remain unchanged. 

Messrs Jones, AVENS, WonLEY & Co, Chartered 
Accountants, of 15 Commercial Road, Portsmouth, 
announce that Mr Tan GORDON HUNTER, A.C.A., has 
joined them in partnership as from May ISt, 1957. 


' "The name of the firm will remain unchanged. 


Mxssrs Howarp HEATON & BENDALL, Chartered 
Accountants, of 95 Colmore Row, Bi 

3 Queen Street, Wolverhampton, and 5 Foregate Street, 
Worcester, regret to announce the death on May and, 
1957, of Mr JOHN CYRI LESLIE COTTERELL, F.C.A., 

who had been a partner in the firm since 1946, and 
had been in charge of their Wolverhampton office for 
many years. 


Messrs BARTFEÆLD & Co, Incorporated Accountants, 


announce that as from May 20th, 1957, they are 


removing both their Leeds offices to ro Butts Court, 
Leeds, 1. The telephone number (Leeds 3-1:548) 
remains unchanged. 

Messrs Eric PHILLIPS & Co, Incorporated Account- 
ants, of 31 King's Road, Sloane. Square, London, 
SW, announce with regret the death of their senior 
partner, Mr Eric PHILLIPS, F.s.A.A., on May rst. The 
practice is being continued by the remaining partners 
under the same name. 


PROFESSIONAL NOTES 


Sie Harold Gillett, wc, F.c.A., has been re-elected 


chairman of the London Chamber of Commerce for 
the ensuing year. 

Mr J. Latham, cas. A.C.A., deputy chairman of 
the National Coal Board, "has been appointed a member 
of the Clean Air Council set up under the provisions 
of the Clean Air Act, 1956. 


Mr W. F. Elgin, c.a., accountant to the Scottish 


‘Equitable Life Assurance Society, has been appointed 


investment secretary. 


Mr H. Norris, a.c.a., has been appointed a director 
of the Gaumont-British Picture Corporation, the 
General Theatre Corporation, Cinema Television and 
the P.C.T. Construction Co. 

Mr G. H. Davis, a.c.a., has been appointed secretary 
of International Hardwoods Ltd. 

Mr R. Law, a.c.a., a director of J. Gliksten & Son 
Ltd, has joined the board of International Hardwoods 
Ltd. 

Mr P. G. Corbett, T.D., F.c.A., has been appointed a 
director of London Trading Estates Ltd. 
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Notes and Notices 


RESTRICTIVE PRACTICES COURT 
^ CHARTERED ACCOUNTANT APPOINTED MEMBER 
Mr W. G. Campbell, B.A., F.C.A., a senior partner in the 
firm of Josolyne, Miles & Co, Chartered Accountants, 
of London, Manchester and Paris, and a member of 
the Council of the Institute, has been appointed a full- 
time member of the Restrictive Practices Court. 'l'he 
Court, which has five full-time members — who will 
not be required to take up their appointments until 
later in the year ~ and three part-time members, was 
set up under the Restrictive Trade Practices Act, 1956, 
to deal with restrictive trading agreements brought 
before it by the Registrar. A previous reference to the 
work of the Court was made in The Accountant of 
April 27th, 1957, at page 510. 


SCHOLARSHIP AWARD 

Mr J. P. Jones, A.C.A., assistant accountant with 
Semtex Ltd, of London, has been awarded one of the 
twenty-five King George VI Memorial Scholarships 
of the English Speaking Union. The scholarship to 
the value of 2,500 dollars (£900), is for one year’s post- 
graduate study in the United States. Mr Jones, who is 
28, is the only accountant chosen for 1957-58. 


EVIDENCE FOR RADCLIFFE COMMITTEE 
At the first meeting held last T'uesday of the Radcliffe 
Committee appointed to inquire into the workings of 
the monetary and credit system,* it was decided that 
the public should be invited to submit evidence. State- 
ments by those wishing to give evidence should be 
submitted by November 3oth to the Secretary, Mr 
R. T. Armstrong, at Treasury Chambers, Great George 
Street, SWr (until June rst), and at America House, 
6 Spring Gardens, Cockspur Street, SW1, thereafter. 

‘The committee may invite persons tendering written 
statements to supplement them orally. 


BOARD OF TRADE: INSURANCE AND 

COMPANIES DEPARTMENT 
The Insurance and Companies Department of the 
Board of Trade has moved from Lacon House, 
Theobald’s Road, London, WC1, to Horse Guards 
Avenue, Whitehall, London, SW. Telephone: Trafal- 
gar 8855. The Bankruptcy Department headquarters 
and the Companies Inspection and Liquidation branch 
remain at Lacon House. 


APPOINTMENT OF ASSISTANT OFFICIAL 
RECEIVERS 
The Board of Trade have announced that as from 
May rat, 1957, Mr Dennis Sidney Clackett has been 
appointed an Assistant Official Receiver for the Bank- 
ruptcy District of the County Courts of Brighton, 
Eastbourne, Hastings and Tunbridge Wells, and that 
Mr Arthur David Gwyther has been appointed 
Assistant Official Receiver for the Bankruptcy District 
of the County Courts of Southampton, Bournemouth 
and Winchester, the Bankruptcy District of the County 
Courts of Portsmouth, Newport and Ryde and also for 
the Bankruptcy District of the County Courts of 
Salisbury, Dorchester and Yeovil. 


1See The Accountant dated May 11th, 1957, at page 555, 
and leading article on page 581 of this issue. 


610 


'T he Board have also announced the following further 
appointments: Mr William Armstrong to be Assistant 
Official Receiver for the Bankruptcy District of the 
County Courts of Cambridge, Peterborough and King's 
Lynn; the Bankruptcy District of the County Courts 
of Northampton, Bedford and Luton; and also the 
Bankruptcy District of the County Courts of Ipswich, 
Bury St Edmunds and Colchester as from May 6th, 
I957. Mr Bernard James Longley to be Assistant 
Official Receiver for the Bankruptcy District of the 
. County Courts of Bristol, Bath, Bridgwater, Chelten- 
ham, Frome, Gloucester, Swindon and Wells, and also 
for the Bankruptcy District of the County Courts of 
Exeter, Barnstaple and Taunton as from May 6th, 
1957. Mr Ronald Frank Savage to be an Assistant 
Official Receiver for the Bankruptcy District of the 
County Courts of Croydon, Guildford, Kingston upon 
Thames, Wandsworth and Windsor as from May 6th, 
1957; and Mr Philip William Nunn to be appointed 
Assistant Official Receiver for the Bankruptcy District 
of the County Courts of Canterbury, Rochester and 
Maidstone as from May 8th, 1957. 


BANERUPTCY GENERAL ANNUAL REPORT 


The general annual report for the year 1956 on 
matters within the Bankruptcy and Deeds of Arrange- 
ment Acts was issued last Wednesday by the Board of 
Trade?. 

It reveals in a series of statistical tables that in 1956 
there were 2,136 receiving and administration orders 
in England and Wales, twenty-seven fewer than in” 
1955. In the three principal groups of trades affected 
(builders, farmers, retail grocers and provision mer- 
chants), there were 515 failures as compared with 483 


In I955. 


Further tables give the number of estates finally 


wound up during 1956 by official receivers and non- 
official trustees. Estates in which trustees were released 
during the year numbered 1,574 official (1,306 in 1955) 
and sor non-official (524 in 1955). Details of the final 
financial results of the trustees' administration are 
given in the report. 

The report also contains details of the results of 527 
debtors' applications for discharge dealt with during 
the year and of the ninety-six prosecutions in respect 
of offences reported by the Official Receivers (fourteen 
more than in 1955 and more than in any previous year). 


THE AMERICAN INSTITUTE OF 
ACCOUNTANTS 


NEW PRESIDENT NOMINATED 


Mr Alvin R. Jennings, c.p.a., of New York, has been 
nominated for the presidency of the American Institute 
of Accountants for the year 1957—58. Mr Jennings 
joined the firm of Lybrand, Rose Bros. & Montgomery 
in 1926 and was admitted to partnership in 1940; he is 
now chairman of the firm's executive committee. 

Mr Jennings became a member of the American 
Institute in 1935, and in addition to having served as 
Vice-President from 1954-55, he has been chairman 
of many of the American Institute's committees; he 
has also served as a member of the executive committee 
and of the Council and was formerly chairman of the 
committee on budget and finance. 


ied tcy General Annual Report for the Year 1956. 
dek? Price 1s 6d (by post 1s 8d). 
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THE ASSOCIATION OF CERTIFIED 
AND CORPORATE ACCOUNTANTS 


ELECTIONS TO THE COUNCIL 
At the annual general meeting of The Association of 
Certified and Corporate Accountants held on April 
30th, 1957, Mr Richard Dawes, A.A.C.C.A., A.C.I.8., and 
James Humphrey Hills, F.A.C.C.A., F.C.L8., were 
elected to the Council. 

Mr Dawes, who is 46 years of age, and a divisional ` 
director and comptroller of Electric and Musical 
Industries Ltd, was elected a member of the Association 
in 1939. Over the course of seventeen years from 1929 
onwards he held accounting and other similar appoint- 
ments with subsidiaries of Electric and Musical 
Industries until his appointment in 1946 as group 
accountant. In 1952 he was appointed comptroller and 
last year was made a divisional director. 

Mr Hills, also 46 years of age, qualified as a member 
of the Association in 1940. He was elected a Fellow in 
1955. He has spent his entire career with one group of. 
investment trusts and in 1946 was appointed secretary 
of the City and Commercial Investment Trust Ltd, 
subsequently becoming a director. In July 1950 he was 
appointed joint managing director of the group of City 
and Commercial Investment Trust Ltd and Associated 
Investment Trusts. During the war Mr Hills was com- 
missioned in the Royal Army Service Corps and saw 
service in North Africa and India; he was demobilized 
in 1946 with the rank of major. 


LONDON AND DISTRICT SOCIETY | 
OF CHARTERED ACCOUNTANTS 


The fifteenth annual general meeting of the London 
and District Society of Chartered Accountants will be 
held in the Oak Hall of The Institute of Chartered 
Accountants in England and Wales, Moorgate Place, 
London, EC2, on Thursday, May 23rd, 1957, at 6 p.m. 
The report of the Committee for the year ended March 
318t, 1957, was reproduced in last week's issue. 


LIVERPOOL SOCIETY OF CHARTERED 
ACCOUNTANTS 
At a meeting of the committee of the Liverpool Society 
of Chartered Accountants held on May 8th, the follow- 
ing officers were elected for the ensuing year: 

President: Mr C. C. Taylor, J.P., F.C.A. 

Vice-President: Mr J. F. Allan, F.c.a. 

Hon. Treasurer: Mr P. C. Lloyd, F.c.a. 

Hon. Secretary: Mr S. Morris, F.c.4., Messrs Hodgson, 
Morris & Co, 41 North John Street, Liverpool, 2. 

Mr Taylor, the new President, became a member of 
the committee of the Liverpool Society in 1951 and 
acted as Hon. Secretary from 1953-55 and as Hon. | 
Treasurer from 1955-56; in 1951 he was President of 
the Liverpool Chartered Accountant Students’ Associ- 
ation. He has been a J.P. for the City of Liverpool 
since 1952 and is manager of the Liverpool Savings 
Bank; he is also a governor of the Blue Coat School. 


EAST ANGLIAN SOCIETY OF CHARTERE 
ACCOUNTANTS 

At the recent annual meeting of the East Anglian 
Society of Chartered Accountants, the following i 
officers were elected for the forthcoming year: 

President: Mr Arthur E. Shaw, F.c.A. 

Vice-President: Mr Donald H. "Smith, A.C.A. 

Hon. Secretary and Treasurer: Mr H. Robinson, F.C.A., 
Elm House, 4 Elm Hill, Norwich. 


May 18th, 1957 


CHARTERED ACCOUNTANTS' 
LODGE NO. 3162. 


"At the Installation Meeting held at The Piccadilly 
otel, Regent Street, London, Wr, on Wednesday, 
May 8th, W. Bro. Miles Cecil Rhodes, P.P.G.STD., Was 
installed in the chair by W. Bro. Stanley Todhunter 
. Milner. 
The officers appointed were 


W. Bro. Miles Cecil Rhodes, P.P.G.8TD., W.M.; W. Bro. 
|: S. T. Milner, I.P. M.; W. Bro. Rodway Stephens, L.G.R., 
P.M., S.W.; Bro. J. K. White, *.W.; W. Bro. H. M. 
Hawthorne, L.G.R., P.M., Treasurer; V. 

P.G.TREAS., P.M., Secr 
Jones, L.G.R., P.M., D.C.; Bro, L. T. 
Bro. W. H. Parton, ¥.D.; Bro. A. A. B. Yeatman, P.G.STD., 
P.M., Organist; Bro. K. S. Carmichael, I.G.; Bro. Harry 
“Hodgson, Steward; W. Bro. R. H. Truelove, L G.R, Tyler. 

Amongst those present were: 

V. W. SE H. A. R. J. Wilson, P.G.TREAS., P.P.G.W. 
(Middx.); W. Bro. R. J. Cross, W.M., Semper Vigilans 
Lodge; W. Bro. W. G. Campbell, L.G.R., P.M.; W. Bro. 
Wallace Hepburn, L.G.R., P.A.G.D.C.; W. Bro. N. H. Stubbs, 


L.G.R.; W. ae C. M. ws 'O.B.R., P.P.G.D. (Yorks. 
N. & E.R); W . Bro. S. A. Spofforth, L.G.R., P.P.8.G.D. 
(Sussex). 


UNION OF CHARTERED ACCOUNTANT 
STUDENTS' SOCIETIES 


Members of students’ societies are reminded that all 
students’ societies welcome to their meetings members 
of other societies who are temporarily in'their area. 
ees is also an arrangement for transfer of member- 
ship without additional fee for members who per- 
hmanently change their district. The interchange should 
be carried out through the secretaries of the societies 
concerned. 
A list of towns where students societies hold meet- 
ings will be found on the cover of this issue of The 
Accountant. 


MANCHESTER 
CHARTERED ACCOUNTANTS 
STUDENTS’ SOCIETY 


The report for 1956 of the committee of The Man- 
chester Chartered Accountants’ Students’ Society, 
‘presented at the Society's annual meeting on May 
"8th, records another active year during which the 
membership showed a continuing increase from 1,012 
at December 31st, 1955, to 1,059 at the end of 1956. 

A comprehensive programme of evening meetings, 
including a debate, was held: during the year and, as in 
the past, three courses of lectures (namely, preparatory, 
Intermediate and Final) took place on Saturday morn- 
ings. Among several afternoon and evening visits 
which were also arranged, parties of members visited 
the Manchester Assize Courts, Dutton's Blackburn 
Brewery, and the accountancy department of Messrs 
Kendal Milne & Co. On November 22nd, the Society 
was honoured by a visit from the President of the 


- 
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Institute, Mr A S. H. Dicker, M.B.E., F.C.&, who 
addressed members, while on December 7th, the 
Society was privileged to act as hosts to the Union of 
Chartered . Accountant - Students’ Societies at the 
Union's annual meeting. 

The residential courses at Burton Manor, near 
Chester - held jointly with the Liverpool Society — 
again proved most successful, while social functions 
arranged included the annual dinner and two Presi- 
dent's tea parties. At sport, hockey, cricket and golf 
matches were played. 

The Bolton Group, which was formed in October 
I955, was raised to the status of a branch in July 1956. 
Its membersbip now totals thirty-nine and during the 
year its committee arranged a number of interesting 
lectures which were well attended. 


THE LEEDS AND DISTRICT CHARTERED 
ACCOUNTANT STUDENTS' ASSOCIATION 


The fifty-ninth annual report of The Leeds and District 
Chartered Accountant Students! Association. shows 
that membership at December 31st, 1956, numbered 
334, an increase of seven on the figure for 1955. 

During the year, fourteen lecture meetings were 
held; the pre-examination lecture courses were con- 
tinued and two outside visits were made. The fifth 
annual residential course again took place at Grantley 
Hall, near Ripon, and once more proved to be a great 
success. Two enjoyable social functions were 
arranged — the fifth annual dinner held at The Hotel 
Metropole in January, and a dinner dance held in 
November. 

The officers of the Association for the ensuing year 
have been elected as follows: 

President: Mr P. H Dobson, J.P., F.C.A. 

Hon. Secretary: Mr I. E. M. Farquhar, c/o Messrs Peat, 

Marwick, Mitchell & Co, 2 Park Place, Leeds, 1. 
Hon. Assistant. Secretary: Mr J. A. Fergusson (John 
Gordon, Harrison, Taylor & Co). 

Hon. Treasurer: Mr P. D. Taylor (John Gordon, 
Harrison, Taylor & Co). 

Hon. Auditor: Mr A. D. McLaren, M.B.E., T.D., A.C.A. 

Committee: Messrs S. W. Lane, MA, P. L. Wood, 
B. S. Atkinson, A.C.A.. G. A. S. Currie, I. E. M. 
Farquhar, P. D. Taylor, B. A. Oldam, G. Atkinson, 
J. A: Fergusson, D. Runton, I. Partington, D. A. F. 
Cowling, D. R. Lewis, G. Wilson, J. B. Ashworth. 


THE SHEFFIELD & DISTRICT CHARTERED 
ACCOUNTANT STUDENTS’ SOCIETY 


The report of the committee of The Sheffield and 
District Chartered Accountant Students’ Society for 
the year 1956, presented at the sixty-sixth annual 
meeting, records a further increase in the Society’s 
membership. At the year-end there were 257 mem- 
bers compared with 246 at December 31st, 1955. 
The joint lectures with the Shefheld Incorporated 
Accountants’ Students’ Society were continued during 
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the year and again proved to be very successful, there 
being a further increase in the average attendance. 

In order to give new members an insight into the 
activities of the Society, all students who joined during 
1956 were invited to a President's party which was 
held on January 28th, 1957. Mr B. Thomas, F.C.A., 


presided and gave a talk on the ideals and functions, 


of a students' society; the evening ended with a dis- 
cussion between the new members and the committee. 

Other activities included visits to an accounting 
machine installation at Leeds and to the Sheffield 
Transport Department to view a punched-card 
accounting system. Several enjoyable social activities 
were also arranged, among them the Christmas party 
and the second annual dinner-dance, while at sport, 
cricket and football matches were played. 

The following offücers and committee have been 
elected for the ensuing year: 

President: Mr F. Downing, F.C.A. 

Vice-Presidents: Messrs P. E. Smith, F.C.A., GC A. 
Whittington-Smith, LL.M., F.C.A,, B. Thomas, SOA, 

Chairman: V. Outram, B.A.(ECON.), A.C.A. 

Hon. Secretaries: Messrs D. B. Shaw and W. W. 
Kirkham, c/o 123 Button Hill, Sheffield, 11. 

Hon. Treasurer: Mr E. J. K. Sharp. 

Committee: Messrs F. J. R. Boddy, J. K. Boothroyd, 
P. Braithwait, D. R. Britton, D. K. Ge G. Jervis, 
J. R. Lund, B. E. Smith. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY : 
OF NORTH LINCOLNSHIRE 


The report of the committee for the year 1956, 
presented at the fifth annual meeting of The Chartered 
Accountant Students’ Society of North Lincolnshire, 
shows that the membership of the Society now 
numbers thirty-two; this is a decrease of two members 
compared with the previous year, 

During 1956, nine meetings were held in conjunction 
with the students’ sections of the Hull and District 
Society of Incorporated Accountants and the Hull and 
District Society of Certified and Corporate Account- 
ants, and members also had the apportunity of attend- 
ing three double lectures, together with a mock 
company meeting, organized by the senior society. 
A second social evening, at The Angel Hotel, Brigg, 
was held in October and proved to be a successful 
and enjoyable occasion; it is hoped that this has now 
become established as an annual event. 

The following officers have been elected for the 
ensuing year: 

President: Mr A. A. Beardsall, F.C.A. 

Vice-Presidents: Mr M. G. Bain, a.c.a., Mr G. R. Smith, 

F.C.A., and Mr L. S. Wrightson, A.C.A. 
. Hon. Secretary: Mr D. J. Berman, 17 Hainton Avenue, 

- Grimsby. 

Hon. Treasurer: Mr B. R. Fawcett. 

. Hon. Auditor: Mr J. B. Harrison, A.C.A. 
' Committee: Messrs J. B. Gladwin, A. G. Horton, J. B. 
- Mathews, T. C. Moss. 
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CHARTERED ACCOUNTANTS’ 
HOCKEY CLUB 


Hockey Club proved highly successful, the article 

clerks winning all three of their matches while the 

members and articled clerks won three of the five 

matches played..The full results for the season are 

given below: 

E AND ARTICLED CLERKS 

Oc. roth, at Richmond: o. Law Society 

Oct. 17th, at Purley: Members v. Articled 
Clerks i^ Members 

Nov. 14th, at Richmond: v. Stock Exchange .. 

Dec. 12th, at Richmond: v. Chartered Surveyors 


Won 3-0 


Won 2-1 
Cancelled 
Won 5-4 


1957 

Feb. r3th, at Oxford: v. Oxford id 
Occasionals 

Feb. 24th, at Purley: v. Virginians 

Mar. 17th, at Grove Park: v. Inland Revenue.. 

Mar. 20th, at Lewisham: v. Insurance > Hockey 


` Cancelled 
Cancelled 
Lost 1-2 


Association Lost o-4 
ARTICLED CLERKS 
I956 
Dec. 12th, in London: v. Bristol & Cardiff Bristol 
Won 4-2 


I 
Se IÓth, in Birmingham: v. Birmingham. Birmingham 
on 2—0 
April 3rd, at Surbiton: v. Solicitors’ Articled 
Clerks Ge sis - .. Won 3-0 
SEVENTY-FIVE YEARS AGO 
From Whe Accountant op May 20TH, 1882 
A letter to the Editor 
INSERTION OF LISTS OF CHARTERED ACCOUNTANTS 
IN LocaL NEWSPAPERS 
Sir, — Allow me to endorse the suggestion made in 
your article of 13th May, that “some means of pub- 
licity should be given the Chartered Accountants 
either by the distribution of complete lists . . . or by 
periodical insertion in local organs of the names of the | 
Chartered Accountants who do business in the district." 
As the Council appear to discourage members from 
directly seeking business, they are, I think, bound to | 
afford all the advantages to be derived from member- 
ship by making the existence of the Institute as widely 
known as possible. Other similar bodies do so. I enclose , 
a cutting from the Times of the 13th inst. of an adver- 
tisement of '"T'he Institute of Chemistry," incorporated 
in 1877, giving the names of the Officers and Council 
for 1882, with full lists of Fellows and Associates. Why 
should not the Institute of Chartered Accountants do 
likewise? It is true that the first list of members was 
distributed in certain professional circles, but an 
advertisement such as that referred to above would 
reach much further and tend to impress upon com- 
mercial men generally the fact that there exists. a 
recognised body of qualified accountants. 
Yours, &c., 
R. H. WOODMAN, F.C.A. 
London, May 18, 1882. T 
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THINGS TO COME 


TENDENCY towards speculation, both financial and 
AA oc is one of the characteristics of the modern 

mind, and accountants — who are now regarded as much in 
the light of prophets as of historians — have in the course of their 
daily occupations to do their fair share of business forecasting. 
Accordingly, when one of them has to give an address or make a 
speech he usually inclines in his subject-matter to the future 


rather than to the past. Two good examples of this trend are to 


be found in Gm RICHARD YEABSLEY’s presidential address at last 
week's annual general meeting of The Society of Incorporated 
Accountants, reproduced elsewhere in this issue, and in Dm 
J. M. S. Risk’s paper on “The accounting panorama’ presented at 
the annual conference of The Chartered Institute of Secretaries at 


- Cardiff last week-end. The first part of this paper also appears in 


this issue. The second part will be reproduced next week. 

Sir RICHARD's comments on the publication of interim state- 
ments raise a number of questions- How often should the 
announcements be made? What in the way of trading information ` 
should they contain? And in whose authority should they be issued? 
No official lead has as yet been given in these matters but, by 
raising the issue so trenchantly, Gm Ricwarp has ensured that 
it will be fully debated in the forums of the profession. For many 
reasons it is desirable that, in the disclosure by industry of such 
important information, some QUY of policy should be 
agreed and maintained. 

In describing the tremendous impact on the development of 
accounting which the electronic computer is destined to make, 
SIR RICHARD considers that the present apathy of accountants 
towards this half-understood and, therefore, half-feared innovation 
may leave the profession ill-prepared for adapting its auditing 
techniques as manual records come to be superseded by mechani- 


. cally supplied data. As regards the accountant in industry, Dr 


RIsK (in next week's instalment) goes so far as to suggest that the 
accountant may be partly replaced by an already recognizable 
emergent species — the electronics expert — who would preside over 


. the functions of data processing. Sandwiched in the administrative 


hierarchy between this new luminary and the controller with 
his all-important visionary powers and processes, the status of 
the accountant as such would shrink to that of a checker and 
reporter. These two warnings, one from an accountant in practice 
and the other from an accountant in industry, we feel sure, will not 
go unheeded by the more thoughtful members of the profession 
aware both of the problems and the possibilities of the practical 
application of electronics to accountancy. | 
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Age Sxemoton 

HE following is an example of marginal 

relief under clause 11: 

B. is single, 67 years of age, and has a total 
income of £260. Under clause 11 his total liability 
is not to exceed one-half ({260— £250) ie. £5. 
Without this relief his liability would be as 
follows: L o£ sd 

Totalincome  .. 
, 2/9ths age or earned income relief 58 


Personal allowance 140 
RN 198 
Taxable income = T€ 62 
£60 at 2s 3d 615 0 
2 at 48 od o 6 
Total £7 4 6 





The marginal exemption is thus {2 4s 6d 

Clause 1i (2) provides that the Income Tax 
Act, 1952 (and particularly Part VII thereof, 
dealing with personal allowances) shall have effect 
as though clause 11 were inserted between sections 
209 and 210, ie. between the relief for small 
incomes and the ordinary personal allowance. 


P.A.Y.E. Deductions 
These changes in personal allowances involve a 
good deal of recoding for P.A.Y.E. To give time 
for this, each of clauses 10 and 11 contains a final 
sub-clause providing that the changes wrought 
by those clauses are not to be deemed to require 
any change in the amounts to be deducted or 
repaid under P.A.Y.E. before June 22nd, 1957. 
For the first pay day after that date there will be 
many repayments of tax, due to over-deduction. 


Personal Allowances for Surtax 
Clause 12 contains the unprecedented provisions 
for allowing certain personal allowances for sur- 
tax as well as income tax; these allowances, like 
charges, being deducted in arriving at total in- 
come. 'The relevant allowances are: 
(a) £100 of the £240 higher personal allowance; 
(b) child allowances; 
(c) the various allowances known compendi- 
ously as ‘housekeeper’ allowances (Income 
Tax Act, 1952, Sections 214, 215 and 218); 
(d) dependent relative allowances (Section 216); 
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(e) maintenance of daughter giving services 
(Section 217). 
Earned income relief, age relief, wife's earned 
income relief, life assurance relief and the reduced 
rate reliefs continue to have no relevance for surtax. 

A married man entitled to allowances for three 
children, one child being over 16 and another over 
11, will not begir to pay surtax for 1957—58 until 
his income exceeds {2,475 (i.e. £2,000-+ £100- 
£150-+- £125-+- £100). For 1956-57 the corre-~ 
sponding figure is £2,400. 

Where the claimant is not resident in the 
United Kingdom the total deduction under the 
new clause is to be reduced in the same way that 
income tax allowances are reduced under the 
proviso to Section 227 (2) of the Income Tax ` 
Act, 1952. This means that the claimant will be 
allowed the same proportion of the total clause 12 
deduction as his United Kingdom income bears 
to his total income. 

Clause 12 (2) deals with the case where a 
husband and wife are subject to separate assess- 
ment. In the first place, the deductions under 
clause 12 (x) are to be the same as if there were 
no separate assessment. In the second place, 
clause 12 (2) provides for the apportionment 
between the two spouses of the 'resulting relief 
from surtax’, i.e. the reduction in surtax liability 
attributable to clause 12 (1). Child allowance, 
dependent relative allowance, and the allowance 
in respect of the maintenance of a daughter are 
to be allocated to the spouse actually maintaining ; 
the person in question. Subject to that, the 
allowances are to be apportioned between the 
spouses in proportion to their respective incomes. 
However, where the deduction allocated to a 
spouse exceeds that spouse's income, the excess 
will be available against the income of the other 
spouse. | 


Initial and Investment Allowances | 
Clause 13 amends Section 16 (3) of the Finance 


Act, 1954, by providing that the investmen 


allowance for ships is to be two-fifths instead of 
one-fifth, but only on construction expenditure 
actually incurred after April gth, 1957, i.e. after 
Budget day. 

Clause 14 amends the provisions for initial 
and investment allowances on machinery and ` 
| 


f 
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plant. At the moment, investment allowance is 
. suspended except in favour of ships, and certain 
| heat insulation or fuel economy plants. Each 
allowance is given on capital expenditure incurred 
‘on the provision of? the machinery or plant, and 
it was established in 1952 that the person incur- 
ring the expenditure did not need to be the 
owner. Thus a company which, bona fide, 
paid some {1,100 for a car which had already 
. been sold to someone else, and could not recover 
the money, was held to be entitled to the allow- 
ance (C.I.R. v. George Guthrie & Son (31 A. T.C. 
337; 33 Y.C. 327) This construction produces 
the result that more than one allowance can in 
certain cases be claimed on the same expenditure 
When the provisions relating to balancing allow- 
ances and charges were amended in 1954, the 
opportunity was taken of adding a requirement 
that the plant must have 'belonged' to the tax- 
payer. Now, clause 14 (1) directs that no initial 
or investment allowance be given unless the plant 


at some time in the basis period ‘belongs’ to the - 


claimant as a result of incurring the expenditure 
‘in question. By itself, clause 14 (1) would cause 
) hardship to a taxpayer buying his plant on hire- 
purchase. However, clause 14 (2) (a) ‘deems’ the 
plant to belong to him if he is entitled to the 
benefit of a contract which provides that he shall 
become the owner on the performance of the 
contract. This provision is subject to clause 14 
(2) (6) which provides that if he ceases to be 
so entitled without becoming the owner, then 
the Third Schedule to-the Bill is to apply. 
Thus, if he also receives or is entitled to any 
\ capital sum by way of consideration, compen- 
sation, damages or insurance moneys in respect 
of his contractual right, his original expenditure 
is to be ignored for the purpose of capital 
allowances’ (paragraph 1 (1)). Where the con- 
tractual right passes to someone else without a 
capital sum arising in favour of the person incur- 
ring the expenditure, and the transferee in turn 
ceases to be entitled to the right without becoming 
the owner of the plant, and a capital sum arises 
in his favour, then paragraph 1 (1) is to apply to 
' the person incurring the expenditure as though 
he had had the capital sum (paragraph 1 (2)). 
Paragraph 3 of the ‘Third Schedule corres- 
ponds to Section 327 and the Fourteenth Schedule 
to the Income 'Tax Act, 1952, being directed 
against the artificial inflation of capital allowances 


where one person buys from another, and at an 
increased price, his rights under a contract to 
provide plant. There seems to be a drafting error 


in paragraph 3..It is expressed to apply only 


where the plant does not 'belong' to the taxpayer 
and paragraph r (1) applies. But paragraph 1 (1) 
cannot apply unless the plant is treated as having 
belonged to the taxpayer. The draftsman 1s ' 
apparently confusing 'belonging to' with *owned 


‘by’, although he has introduced a distinction 


between the two phrases. 


Allowance on Contributions 

Where the taxpayer claims investment or initial 
allowance under Section 332 (3) of the Income 
Tax Act, 1952, on the ground that he has made 
contributions towards admissible expenditure in 
the circumstances required by that subsection, 
clause 14 (1) is to apply to the contributions 

‘as if the . . . asset belonged to the person making 

- the contribution at any time when the . . . plant 

belongs or is treated under [sub-clause Gi as 

belonging to the person carrying on the trade.' 


__ (Clause 14 (3)-) 


Paragraph 1 of the Third Schedule is not to 
affect the allowance, but paragraph 2.provides a 
restriction corresponding to paragraph 1. An 
initial or investment allowance shall not be un 
under Section 332 (3) where (a) 
‘without the . . . plant belonging to the fuge 
, making the contribution or to the person for the 
^ time being vin. on the trade for... which it is 
Brovided t the . . . asset ceases to be treated under 
[clause 14 (3)] as belonging to the person making 
the contribution' 
and (5) a capital sum of the kind described arises. 
Clause 14 is to be construed as part of Chapter 
II of Part X of the Income Tax Act, 1952, and is 
to be deemed always to have had effect. How- 
ever, it is not to affect a determination made 
before April gth, 1957, that an allowance ought 
to be made, or an appeal in respect of a deter- 
mination, if notice of appeal was given before 


that date. An allowance.is not to be withdrawn 


under the section by reason of any event occur- 
ring before April gth, 1957 (clause 14 (4) (5). 
Where an allowance falls to be withdrawn owing 
to an event after the death of the person to whom 
the allowance was given, an assessment can be 
made on his personal representatives. There is 
no time limit for assessments made under the 
clause (Third Schedule, paragraph 4). 
(To be continued.) | 
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1952, lays down certain specific tests for 
determining whether a company has made a 
distribution of a reasonable part of its income 
so as to avoid a surtax direction under Section 245. 


Qs ION 246 of the Income Tax Act, 


Statutory Tests 
In considering this question, the Commissioners 
are required by Section 246 to have regard not 
only to the current requirements of the company’s 
business, but also to such other requirements as 
may be necessary or advisable for its maintenance 
and development. Certain types of expenditure, 
however, by the force of Section 246 (2), cannot 
in any circumstances be regarded as having this 
quality, and accordingly must be considered as 
income which was available for distribution 
among the members. Among these types of 
enditure are included sums expended or 

applied by the company out of its income 

‘in redemption or repayment of any share or 

loan capital or debt (including any premium on 

such share or loan capital or debt) issued or 

incurred otherwise than for adequate consideration'. 

An issue of share or loan capital will be deemed 
to have been made 'otherwise than for adequate 
consideration’, where, inter alia, the value of the 
consideration to the company is substantially less 
than the amount of the capital (including any 
premium thereon). In this connection, questions 
have been raised as to whether an issue of bonus 
shares may be considered as having been made 
for “adequate consideration’, so as to prevent the 
profits applied in repayment of the bonus issue 
from being regarded as having been available for 
distribution among the shareholders of the 
company. 

Capitalization of Profits 

In Blott v. CIR. ([1921] 8 T.C. ror), Lord 
Haldane said that it was within the power 
of a company, with articles conferring the neces- 
sary powers, to determine conclusively against 
the world whether it will withhold profits 
it has accumulated from distribution to its 
shareholders as income, and apply them in 
paying up the capital sums which shareholders 
would. otherwise have to contribute. If that 
course was adopted, the money so applied would 
be capital and would never become profit in the 
hands of the shareholder at all. ` 
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A company pays tax itself on the profits that 
it earns. Those profits, if accumulated and put 
into reserve as it were, and not distributed among 
the members, cannot attract any further tax. But 
when they are applied for the purpose of paying 
dividends, then the dividends become subject to 
tax at the source, the tax accordingly being borne. 
by the shareholders. 


Increase of Capital by Issue of Bonus Shares 
But a company, instead of paying dividends, may 
determine to capitalize its profits and accordingly 
increase its capital by issuing a new block of shares 
to the shareholders. The shares are issued’ as 
‘bonus’ or fully paid-up shares, the accumulated 
profits being applied towards such payment. 

Thus, supposing a company has an issued share 
capital of {10,000 in 10,000 ordinary shares of {1 . 
each, and it has {10,000 profits in reserve and, 
decides to issue a further 10,000 £1 fully paid-up 
shares to the shareholders, that £10,000, lying 
by as profits, has altered in character: it is now to 
be found in the new capital of £10,000 which has 
increased the capital from £10,000 to £20,000. ` 

As far as the shareholder is concerned no cash 
at all has passed from the company to him; each 
shareholder, in effect, is in exactly the same 
position as before, as far as his share in the assets ' 
of the company is concerned. | 

Thus, assume that the company's assets are 
worth £200,000; before the increase in the capital, - 
the holder of each £1 share would be entitled t 
one ten-thousandth of the assets, 1.e. each share 
would be worth in effect £20. But by doubling 
the capital, each share of £1, whether old or new, 
is worth one twenty-thousandth of £200,000, i.e. 
£10. In other words, the effective capital value of 
each share has been reduced by a haif. 

The same principles apply to the issue of bonus 
debentures (Fisher's Executors v. C.I.R. (5 A.T.C. 
144; 10 T.C. 302)). The debentures would be 
regarded as capital in the hands of the holders 
and that result has been held to follow even where | 
the debentures were redeemable on notice, A 
that they could be turned into cash almost at once 
(Whitmore v. C.I.R. (s A.T.C. 1; 10 T.C. m. 
There is a decision to the contrary, however, 
(Aykroyd v. CIR. (21 A.T.C. ae 24. T.C. 515)) 
where the debentures were redeemable at any 
time on thirty-one days' notice. 
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These devices of withholding profits from 
- distribution among shareliolders will not, how- 
ever, assist ‘one man’ companies, under’ the 
control of not more than five persons, not being 
subsidiary companies or companies in which the 
public are not substantially interested (see Section 
265 of the Income Tax Act, 1952). In the case of 
such companies, a surtax direction may be made, 
if the company has failed to distribute a reason- 
able portion of its income, as the result of which 
, direction the whole of the income of the company 
will be deemed to be apportionable among the 
members and will be regarded as income for surtax 
purposes. 
Surtax Direction 
What is the position in the case of a Section 245 
company, where share capital, which has been 
issued fully paid-up, by way of bonus issue is 
| subsequently redeemed with. a corresponding 
reduction in the company’s capital? Are the 
bonus shares to be regarded as having been issued 
for adequate consideration so as to prevent the 
income applied in their redemption, from being 
regarded as part of the distributable i income of 
the company: 
d This point was raised in the recent case of 
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C.I.R, v. Thornton, Kelley & Co Ltd (18 TR. 25). 
_- There, a company which had an. original 
capital of £10,000, divided into 10,000 ordinary 
shares of {1 each, subsequently in 1920, caused 
a revaluation of its fixed assets and applied part 
of the surplus shown in paying up 1n full 10,000 
new 73 per cent cumulative preference shares of 
£1 each, which were issued to the holders of the 
ordinary shares. In 1951, the company repaid 
the shareholders the {£10,000 credited as paid. up 
on these preference shares, and reduced its share 
capital from [20,000 to £10,000. The question 
thereupon arose as to whether these shares had 
been issued Geer than for Ce es con- 
sideration : 
Although from the company Jaw Geier of view, 
the company might have been regarded as having 
derived some benefit from the fact that the shares 
were issued fully paid up, yet from the táx point 
of view, the Court held, there had not been ade- 
quate consideration for their issue. Accordingly, 
the sum expended by the company in their 
redemption was to be regarded as income of 
the company available for distribution among 
its members, for the purpose of the surtax 
provisions in relation to companies. 


AUSTRALASIAN COMMENTARY—XXV . 


Professional Topics in Australia and New Zealand 
by S. R. BROWN, LL.B., F.C.A.(Aust.) 


The writer of this series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He is the author of several text-books on 


Fa -accounting and company law. 


Australian Progress 


N a recent address entitled ‘Can Australia 
] 5s develop at the current rate', Mr 

R. F. Holder, B.A., DIP. COM., Economist, Bank 
of New South Wales, provided useful crystal- 
lization of indices of Australian development. 


‘In ten years’, he says, ‘the Australian population has 
increased from 7°5 million to 9:5 million, or rather 
more than 25 per cent. The annual rate of growth has 
been almost 2:5 per cent, of which 1*1 per cent has 
been brought about by immigration, with great benefit 
ak? to the available labour supply. On the basis of official 

estimates, the gross national product per head seems 
almost 30 per cent higher than immediately after the 
war, and real earnings of labour almost 25 per cent 
more, after eliminating price changes. These figures, 
. borne out by measures of the physical output of indi- 


w= 


' vidual industries, are witnesses to a rapid growth and. 


improvement in living standards. 


"Ihis has not been possible without heavy new 
investment, During recent years private capital 
expenditure on plant and equipment has varied 
between 15 per cent and 19 per cent of total resources, 
and Government expenditure for public works 
between 6 per cent and ro per cent. Proportions of 
this magnitude constitute a strain which has been 
revealed in inflation and in recurrent trouble with 
the balance of payments, both of which are a brake 
on development and a potential threat to its con- 
tinuance.' e 


However, concluded Mr Holder: | 
"Monetary restraint is removing some of the fat 


. from business, and a margin for reducing costs exists 


in the volume of productive Se? and labour not 
presently being used to the portunities for 


.exports exist if they are looked and worked for. The 


rate of future development ultimately de Sear on 
concentration of effort 1 in the present. Sa ecretary; 
January.) = 
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Action on Inflation 

The March issue of The Australian Accountant 
carries a report by Mr J. McB. Grant, A.A.S.A., 
and Mr R. L. Mathews, B.COM., A.A.S.A., on the 
results of the project undertaken jointly by the 
Australian Society of Accountants and the Uni- 
versity of Adelaide to ascertain what action was 
actually taken by a limited group of companies 
in response to inflation. 


Of the wealth of material in this report, ` 


Table 3, which is of special interest, is reproduced 

below: 

SE TABLE 3 

ACTION TAKEN BY SOUTH AUSTRALIAN 

COMPANIES IN RESPONSE TO INFLATION 
No. of 


Companies . 


1. Revaluation of fixed assets .. 7 
a. Creation of secret reserves: 
(a) Initial depreciation allowances re- 
corded in books of account 9 
(b) Accelerated depreciation e 
(c) Capital expenditure written off 
against revenue .. 4 
(d) Stock written down below cost or 
market 4 
(e) Other undisclosed transfers 2 
3. Allocations to disclosed reserves: 
a) Asset replacement reserves 3 
t Stock revaluation reserves T 3 
(c) General reserves .. js «o d 


Rugby Union 

Over the years, chartered accountants have 
played a most prominent part in the administra- 
tion of rugby union football in New South Wales. 
The ‘Wallabies’ team to tour the British Isles, 
France, Canada and the United States this year 
will be managed by Sydney chartered accountant, 
Mr T. H. McClenanghan, F.c.a.(aust.). The 
reigning president of the New South Wales Rugby 
Union is Mr J. G. Blackwood, F.c.a.(AUST.), who, 
incidentally, was Mr McClenanghan’s chief rival 
for post of manager of the touring side. 


Publicity and Ethics 

The Council of The Institute of Chartered 
Accountants in Australia has recently given con- 
sideration to the publicizing of members of the 
Institute in the Press, radio, television, etc. In 
order to clarify the position, the Council has 
issued a specially prepared statement on the 
subject which was published in the January issue 
of The Chartered Accountant in Australia. 


One interesting extract from this statement is 


. a8 follows: 
‘It is the duty of the member concerned to see 
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that information for publication by Press, radio, 
television, or any other means, supplied by him or 
on his behalf in connection with his professional 
activities 1s limited: 

(a) to such particulars as are required to fulfil 

- his professional duty; or 

(b) to information which is known to the public. 

"Such information should not include personal 
history, details of other professional assignments, 
or refer to his professional career. In particular 
relation to television, there would appear to be no 
objection to a member appearing for an interview 
in the following circumstances: 

(a) In a programme in which his profession 
occupation ia not publicized. 

(b) In an interview on a professional subject in 
which his name is not mentioned unless it is 
in performance of a public duty, and in that 
event he must take all possible steps to see 
that no laudatory reference is made to his 
professional activities. 





Professional Incomes 

The February issue of The Australian Accountant 
carries a synopsis of a recently-published report 
of the University of Melbourne Appointments, 
Board, covering a survey of professional incom 
in Victoria. The investigation covered SS 
in ten professions for the year ended June 3oth, ` 
1956, and of the 16,831 questionnaires sent out, 
9,541 replies were received. 

The report shows that the average professional 
earnings for men were: 


Medicine Se £35255 
Law... e Y Gg .. 2,604 
Dentistry T .. .— 2,490 
Architecture 2,211 
Engineering Sa - 2c 2159 
Chemistry - Së = xoc EOS i 
Accountancy . D o$ si 1,832 | 
Agricultural Science za | L814 | 
Physics .. 1,814 


So far as Se is EE it is interest- 
ing to note that those holding university degrees 
had an average income of {£2,024 by comparison 
with the overall average for the profession of 
£1,832. A breakdown by employment produced 
the following statistics: 


As sole practitioner or partner £2,340 

Employed by: . N | 
Sole practitioner or partner 1,3440 
Private firm 1,758 
Commonwealth Government 

or authority 1,656 

State Government or EE 1,624. 
Municipal authority 1,768 
Public hospital or clinic 1,586 
University 1,641 
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NN IHE ACCOUNTING PANORAMA 


by J. M. S. RISK, B.Com., Ph.D., 


C.A., F.C.W.A., A.C.LS., M.LI.A. 


Controller of Accounts, The Brush Group Ltd 


the secretary and that of the accountant, and I 

do not think I need to emphasize to chartered 
secretaries the importance of the events taking place 
before us in the accounting panorama, 

The accounting panorama is, of course, of direct 
interest to chartered secretaries, for are they not 
responsible to their boards of 
directors for seeing that the ac- 
counts of their companies 
comply with the provisions of 
the Companies Act? And are 
they not as keen as everyone else 
to see that management has at its 

|, command the most up-to-date 

| tools whether by way of 
machines or accounting state- 
ments? 


Tac is a close affinity between the work of ^ 


Features in the Panorama 


The 1957 panorama is a wide one 
and there is much to be seen. 
We shall take a look at the im- 
pending changes in the structure 
~of the accountancy profession, 
followed by a glance at some of 

` the trends relating to company 
accounts. Other features of in- 
terest in the landscape are 
Government accounting, and 

. education and training. We shall 
, also focus the view on the status 
of accountancy itself, the work 
of accountants, and leave the 
panorama after turning the spot- 
light for a moment in the direction of electronics. 


| THE ACCOUNTANCY PROFESSION 
. The present turbulence in the organization of the 
accountancy profession is not unique, for there have 
been many births and marriages in the last hundred 
.years. Certainly accountants in general have not 
always been in public favour, for in a recent issue of 
the Society's research journal we read that: 
‘as early as 1850 Herapath’s Ratlway Journal pro- 
tested at the insolent and costly arrogance amongst 
accountants. If not checked, we shall presently have 
accountants with about as much knowledge of rail- 
| ways as the steel pens which they write with, 
^ becoming the lords and dictators of the whole rail- 
way interest.’* 
A paper presented at the annual conference of The 
Chartered Institute of Secretaries, in Cardiff, on May 17th, 
1957. Mr E. G. Hardman, F.c.1.8., Vice-President of the 
Institute, was in the chair. (The Appendices to the paper 
have been introduced into the text for ease of reference). 
1 ‘Railway auditing — a report of 1867’. Harold Pollins in 
Accounting Research, January 1957, Volume 8, No. 1, page 14. 





Verity Press Features, London 
Dr J. M. S. Risk 


The important underlying fact was that there was 
a growing demand for accountants, and all who were 
competent found work to do. 


Integration of Áccountancy Bodies 


Undoubtedly the landmark which will stand out in 
the accounting panorama of 1957 is the integration 
proposals between The Society 
of Incorporated Accountants and 
each of the three Institutes of 
Chartered Accountants. At the 
time of writing, it is known that 
the members of The Institute of 
Chartered Accountants in Eng- 
land and Wales have voted in 
favour of the proposal, and a 
meeting of Scottish Chartered 
Accountants has also voted 
overwhelmingly in favour of 
the scheme. However, various 
other important stages have yet 
to be passed before the inte- 
gration is an accomplished fact, 
but if the scheme is carried to 
fruition the accountancy pro- 
fession will be more united than 
ever before in its history. 

In Table x of Appendix 1 
there is given the structure of 
the principal accountancy bodies 
as at the end of 1956, while 
Table 2 gives the membership 
figures at the end of 1955. 

The position at the end of 
1956 may be summarized thus: 


Members Students Totals 
Thous. ‘Fhous. Thous. 














Group 
(1) Chartered T 2674 g'o 35'4 
(2) Incorporated and 
Certified 21:2 r6°1 373 
- ^». 476 251 7277 
(3) Municipal and 
Cost and Works 8:2 15°3 23°5 
558 404 ` 962 


It will be seen that there are close on 100,000 
individuals either members or students of various 
accountancy bodies. The advertisement columns of 
the daily newspapers lead one to believe that there 
is no slackening in the demand for qualified men, 
and the number of students suggests that the member- 
ship of the accountancy bodies will continue to grow. 

Time has not permitted research on the rate of 
growth and projection of trend lines, which would be 
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an interesting subject of study. (Appendix 2 shows - 


the information which would. be useful in measuring 
trends). It is a pity that accurate figures are not 
available as to the number’ of. accountants in, public 
practice (whether as partners’ ‘or as assistants) for 
until they are it will continue to be a matter of 
speculation as to the extent to. which the syllabus 
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of the older accountancy. bodies is appropriate to 
the requirements of their. future members, not \ 
merely those who will specialize. in auditing and 
tax work, but those who will join the throng of 
accountants in commerce and industry, including 
the public services and nationalized industries. 

It has been suggested by a writer in the account- 
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TABLE I 
MEMBERSHIP OF PRINCIPAL ACCOUNTANCY Bopres AS AT END OF 1956 


Brief title 


4 aed 


` 
ELI H * 


-—— 


Chartered’ (Sco ts) 
Sofas por uet id Wales) 
: (frish) `. 


SC 
t$ 
H 

D 


Incorporáted 








Certified . : ee rx. 
‘Section 161’ 
Municipal. 
ER and Works | : 
SS ! Uu 
C and D | 
S A T TABLE 2 © , 
EE lee ? MEMBERSHIP OF PRINCIPAL ACCOUNTANCY BODIES AS AT END OF 1955 
Au Numbers SEH i 
TEI FER Exam. | Members | 
Brief title Founded 
m erae Ham | Oman 
Chartered (Scots) 18 54 
» (England and Wales) | 8 
'» (Irish) 1888 
= ^ (A 
Incorporated 1885 
Certified ` ` Kos 1905. 
Ks : (B) 
"Section 16r e (C) 
Municipal 1885 à 
Cost and Works 1919 
| ` (D) 
C and D (E) | 
: No adjustment for d uplicate memberships. | 
i a. Passed or exempted from Intermediate; Geen es a large SE in tuning for enteseiodate: d 


' NAME: The Institute of Panoramic Surveyors. 
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a 


MEMBERSHIP at start 
at end 


Membership in Public Practice (including qualified 


Other members (including those retired or on national 
service) 


Totals to agree with (A) above 


| (STUDENTS at start 


at end 
EXAMINATIONS. (For past year only.) 


Intermediate Part 
2 

Part 1 
a 


Final 


Number completing final 


B 


ancy Press that there should be more co-ordination 
of the chartered accountant institutes, all of which are 
respected and enjoy the highest status, having examin- 
ations and entrance conditions in parallel, Perhaps 
a common Intermediate examination could be devised 
with some measure of uniformity in the Final, while 
harmony might also be increased if the practice of 
the Irish Institute were extended, for, under bye-law 
91 of that Institute, members of the other two Char- 
tered Institutes who have taken up residence in Ire- 
may be admitted to membership of the Irish 
itute without examination. This would seem a 
smaller step than the present proceedings for 
integration, which were rightly described by The 
Accountant as ‘momentous’. 


Odd Bedfellows? 


Now we come to those bodies, the majority of whose 
members practise their profession in private occupa- 
tions. The Times of February 12th, 1957, contained 
an article by ‘A special correspondent’ in which it 
was suggested that further consolidation of the 


profession might take place were The Association 


of Certified and Corporate Accountants to merge 
with The Institute of Cost and Works Accountants; 
for good measure The Institute of Municipal 
‘Treasurers and Accountants was to be thrown in — or 
was perhaps to hold the scales between the other two. 
This proposal ignores the present wide divergence 
in the examination syllabus of those bodies. 


Information for 1956. 
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Those out- 
side Great 
Fellows Associates Total Britain 
x x x x 
x x x (A) x (A) 
x X 
X x 
x (A) x (A) 
x x 
x X 
Per cent 
“` Passed passed Failed Total 
X x x x 
Ka X X X 
X X X X 
x x x x 
x x. x x 
e - 





a man passes both parts of an examination at one sitting, the pass would be counted in each section. 


Compare the syllabus of the three bodies as follows: 








Cost 
Certi- Muni- and 
fied cipal Works 
Group Hours Hours Hours 
Gy Industrial and com- 
mercial knowledge 
etc. 2 I 9 
(2) Accountancy, includ- 
ing cost account- 
ancy and statistics 171 164 7 
(3) Auditing .. 5 5 = 
(4) Economics 4i 8 2 
(5) Law and taxation . I4. 8 2 
Ki 28 40 


Within the second group dësch subjects the there are very 
wide divergencies, though perhaps relatively less as 
between the 'Certified' and the 'Municipal. It 
should be emphasized that the above grouping of 
subjects represents a personal assessment by the 
writer and is not an official classification by the bodies 
concerned. 

COMPANY ACCOUNTS 
Disclosure of Information 


When Sir Frederick Alban presented his paper at 


the 1950 Annual Conference, the Companies Act of 


1948 was then still coming under fire, although Sir 
Frederick wrote: S 


‘It can with confidence be averred that, on the 
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whole, the accountancy and audit provisions laid 
down in the Companies Act, 1948, have shown 
_. themselves to be remarkably workable in practice 
, and that as a result the information disclosed in 
company accounts is “true and fair". ij 
"Bir Frederick also referred to the steps being taken 
in the U.S.A. to simplify financial reporting for the 
benefit of management, stockholders, employees 
and their unions, as well as for the Government and 
the general public. He then suggested a possible 
solution through the publication of: 
‘detailed statutory accounts, together with, if thought 
^ fit in particular instances, a simplified, popular, 
form which, while showing the same position, 
would be more readily understood by shareholders.’ 
It is fair to say that the President’s forecast is 
being fulfilled to an increasing extent as the years go 
by, and a popular form of accounts is now issued by a 
substantial number of companies, including many of 
the nationalized industries. An excellent example, to 
select only one from many, was the statement issued 
on the 1956 results by Associated Electrical Industries 
Ltd, and it is to be hoped that this practice will 
become general in the.case of public companies, 
because this is one aspect of industrial relations 
which can be fostered to good advantage. 


‘Cutting the. Cake' 


The published accounts, simplified or otherwise, are 
sometimes amplified by a statement showing an 
analysis of expenditure over a few principal categories, 
these usually including payments to employees, 
depreciation, tax and dividends. The reason for 
stating certain items seems to be that they show the 
allocation of income to various interested parties, 
while the figures are easy to obtain and large in 
amount. 

One point of difficulty arises when a company's 
own employees are partly engaged on work of a 
capital nature, because that part of the salaries 
which is capitalized cannot then be included in the 
on item showing payments to employees. 

erhaps one remedy is to do as Follands do and 


give ormation about employees separately, as 

shown in the accounts to June 30th, 1956. 

i . 1956 1955 
Number of employees (June) 2,656 2,812 
‘Total wages and salaries paid 

yearly... . £1,822,809 £1,593,329 
Average yearly earnings SW £640 £592 
Book value of fixed assets per 
employee . £180 . £135 
Movement of Funds 


In the post-war years the need to finance schemes of 
- expansion, the replacement of fixed assets at a greatly 
. increased cost, and the higher working capital needed 
to carry stocks and debtors swollen by successive 
waves of inflation have caused many companies to 
prepare statements showing the funds which have 
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become available each year and how they have been 
utilized, 

Such statements have been termed ‘movement of 
funds’ or ‘disposition of funds’ statements. They are 
helpful in showing in a simple manner how the large 
profit which everyone thinks is available to pay 
dividends or to raise wages has vanished almost into 
thin air! 

Much of the profit, of course, has gone into the 
tax man’s pocket, but some part will have gone into 
new assets to maintain the earning capacity of the 
company. 

The layout of a suitable form is shown in Appendix 
3, but there is scope for considerable ingenuity in 
arranging the figures in the manner best calculated 
to show employees or others where the money came 
from and, what is possibly more important, WHERE it 
went. 

Information for Employees 
The simplified statements already noticed sprout- 
ing in many parts of the landscape are often intended 
for the benefit of employees — and not only for those 
employees who work at the bench. It has been stated 


APPENDIX 3 
MOVEMENT OF FUNDS 
Source or FUNDS "f'ooo 
Capital Receipts 
(1) Share Capital and/or deben- 
tures raised 


E Loans Keeser 
3) Capital Reserves (increase): 


XX 


x 
S 





' Profit 
(4) Profit earned x 

Liabilities and Provisions (increases) > > i 

d Creditors and Provisions 


XXX 


Advances from customers . 


7) Tax Provision 





x X 
X 


(8) Depreciation provided 








i 


Use or FUNDS 
Capital payments 
(9) Share Capital and/or deben- 
tures repaid X 
(10) Investments, etc. x " 


Disposal of profit 
(1 e Tax 
(12) Dividends 





XX 





Assets (increases) 
I 3} Cash 
14) Debtors 


1 5} Advances to suppliers. 
16) Stocks 





A NM A A 


XX 
X 


(17) Fixed assets 








^ 


h 
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time and again that an individual will give: more 
willing effort if he understands his part in the pro- 
ceedings and how his efforts fit into the overall 
picture. The presentation of financial information 


in a simple.form is one way which can help to achieve. 


this desirable condition. 

- The underlying reason for the increased ‘fore 
being made to explain the accounts to employees is 
perhaps that public companies are indeed becoming 
public — owned in some cases by many thousands of 
the public or by investment bodies concerned with 
the pensions of large sections of the public, and 


. operated to an increasing extent by men and women 


T 


h, 


a 
i 
a 


;whose rising standards of technical knowledge are 
^ combined with no less an interest.in other matters; 


and in particular with the fortunes of the company for 
which they work and in which their future is tied up. 

- Fresh interest in this subject has been aroused by 
a recent publication on the BESSE of financial 
information to employees.! 

Those who undertake a campaign to explain their 
accounts may sometimes meet with suspicion or 
antagonism, but results are not to be expected rapidly 
when dealing with human beings, and a long-term 
and sustained effort is needed. It will yen bright 
dividends. 

Turnover and Ratios 


Tt is becoming increasingly common for figures of. 


turnover to be stated, and those companies which 
adopt this practice include The Brush Group Ltd, 
for which I work, while other companies doing like- 
wise include, for example, Folland Aircraft Ltd, 
Stewarts and Lloyds Ltd, and the United Steel 
Companies Ltd, to mention only three. 

Not only does the turnover figure indicate the 
general course of business (subject to changes in the 
price level), but it also enables certain GE 
financial ratios to be calculated, such as: 

- (r) net profit to turnover; 

(2) turnover to fixed assets; 

(3) turnover to current assets; 


——— (4) turnover to stocks. 


Other ratios of significance from the financial 
aspect can also be worked out to show how many 
months' stock is being carried and similarly how 
many months' credit is being given to customers or 
granted by suppliers. Admittedly, the stocks will 
probably be at cost price and the turnover is ex- 
pressed at selling prices, but if the figures are cal- 
culated on a consistent basis from year to year they 
should be of value in showing the trend of affairs. 
In practice the ratios are made more sensitive if 
stocks, etc., are expressed as so many days' turnover. 


-— We may therefore show: 


(5) stock to turnover (depth in days); 


1 Presenting Financial Information to Employees. Manage- 
ment Publications Ltd (London, 1957). An investigation 
carried out by the British Institute of Management in 
association with The Association of Certified and Corporate 


i Accountants, The Institute of Cost and Works Accountants, 
— The Institute of Personnel Management nus KS Stamp- 
Martin Chair of Accounting. 
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':(6) debtors to turnover (depth in days); > : 

(7) creditors to turnover (depth in days); 

(8) orders on hand to turnover (depth in days). . 

Naturally, these eight ratios are not the only ones 
which are needed, but they cannot be calculated 
unless the annual accounts state the turnover. (What 
is probably the most important ratio of all - the ratio 
of net profit to assets employed - can, of course, 
be computed from the information at present pub- 
lished). 

.In Áppendix 4, there are shown certain ratios which 
a company may find of value to review from year to 
year. Where the tables are compiled from published 
accounts other than those of one's own com ae 
the turnover would be used as a basis for cal 
the depth of creditors and stocks. In some BR 
companies indicate the-value of orders on hand, 
thus enabling Table 4 in that appendix to be com- 
pleted. 

There is usually some reticence about publishing 
more information than' is required by statute, but 
there does not seem to be any great evidence that 


_those companies which disclose their turnover have 


APPENDIX 4 
COMPANY: The Panoramic Manufacturing Co Lid 
FINANCIAL m SUMMARY 


I. PROFITS AND SALES 





The figures i in Tables 2, 3 md are all expressed as depth 
in days. 
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suffered through so doing, and it is felt that when the 
Companies Act is next revised the balance of opinion 
may well be in favour of publishing the turnover. 


Subj ective Form of Accounts 


In the Finance and Commerce section of The 
Accountant of February 2nd, 1957, reference is 
made to the accounts of the United Steel Companies 
Ltd, in which an analysis of income and expenditure 
is given and the writer says: 

"it makes one wonder whether, company accounts 

having evolved so far as the analysis (something 

unheard of for most companies a few years ago), 
the next step might well be . . . an extended profit 
and loss account.' 

This draws attention to the present requirements 
as to the statement of profit. As Sir Frederick Alban 
pointed out in 1950: 

‘from the points of view of the shareholder, the 
employee, and the public, the published profit and 
loss account is often far from illuminating. Con- 
tenting itself with a bare statement of trading profit, 
rarely does it give particulars of turnover and cost 
of sales: but it does contain a mass of statutory 
information.’ 

If it is to become the general practice to give an 


Company: Panoramic Helicopters Ltd 


PROFIT AND Loss ACCOUNT 
(Subjective Form) 
1956 1957 


1956 1957 
9; ò Looo £’000 


: ° (x) Gross income from sales 


IOO ` 100 and other sources 


Payments to or for em- 
ployees. . 
2) Weekly paid .. 
3) Monthly paid .. 
4) National Insurance 
(5) Pension contributions. . 


» Sub-total 
(7) Materials (direct and i in- 
direct 


(8) Fuel (incl. coal, coke, 


oil, e 
(9) eiecti E "water Gf 
(10) Transport ee pay- 
(11) Rent and hire-charges | 


12) Rates 
13) Insurance : 
14) Other expenses ` 
I à Depreciation 

6) Interest 


ur Total of expense ` 
18) Profit before taxation .. 


(19) Total 


ALLOCATION OF PROFIT 
(20) Provision for taxation .. 
(21) pires (paid and 


IOO IOO 


ropos 
(22) Profit reinvested 


100 
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analysis of expense on the lines adopted by the 
United Steel Companies, by Stewarts and Lloyds Ltd, 
by the National Coal Board, and by other progressive 
undertakings, then it would be an advantage if 4 
common form were adopted. Such a form er follow 
the lines shown in Appendix 5, but a number of 
items could be combined if it were thought that the 
form were too detailed. For example, the items could, 
if absolutely necessary, be condensed to the following: 
payments to or for employees; materials (direct and 
indirect); depreciation; interest; other expenses. -It 
should not be difficult for any company to provide 
this information readily from the books of account. 


Interim Vrbis 

In recent years there has been wing number of 
companies which have püblishe an interim state- 
ment of results in the course of the year. The ‘back- 
room’ boys of the financial Press have welcomed this 
move and the experienced investor has also gained 
through an indication of the course of events. 

There are, however, certain problems to be over- 


.come. The results for the first six months will not 


necessarily be an exact reflection of those for the 
second half-year, even where business is done on a 


Year to........... ud 





SUBJECTIVE Form or PROFIT AND Loss ACCOUNT 

(1) The principle underlying the subjective form of ac- 
counts is that income is stated gross and that expense ~ 
is analysed according to the primary nature of expense; 
e.g. wages, rent, interest, depreciation, etc. 

(a) A primary expense is one which cannot be subdivided , 
into two or more types of expense. 

(3) In the skeleton form shown in this appendix 'Pay- 
ments to or for employees’ exclude amounts 
to capital expenditure. In this case, it is suggested 
the national insurance and pension contributions 
should be the whole of such expense, any overhead 
expense debited to capital assets being deducted 
against item 14 for ‘other expense.’ 

(4) The section dealing with employees will exclude the 
cost of welfare facilities, except in so far as they are 
covered by wages and salaries of employees. 

(5) In the illustration item (7) deals with materials. It may 
be appropriate to include here ‘payments made to 
other firms for work carried out on our behalf’, this 
being the practice of Folland Aircraft Ltd. 

(6) Changes in stocks of raw materials and supplies can 
be adjusted on item (7) for materials, but as work in 
progress and finished goods include an element of 
wages and overhead expenses the statement might 
be unduly distorted if these items were also adjusted 

' against materials. 

(7) In the 1956 accounts published by Stewarts and 
Lloyds Ltd the increase in manufactured stocks is 
3d as a deduction to arrive at the cost of the goods 
80 VAR 

(8) What is needed is careful definition of each item and 
consistency in treatment from year to year. Different 
conventions may be desirable for different industries, 
but z maximum degree of uniformity should be 
sought 


(Adapted from ‘Subjective Form’ Appendix 1 
tion and Coding of Accounts, publish 
Institute of Cost and Works. Accountants.) 


e 69 of 
by The 
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smooth pattern day by day throughout the year. 
Seasonal influences can have a marked effect. Some 


of these are inevitable and predictable, such as the 
. demand for toys at Christmas time, but others are 
less certain, as the gas industry and others well. 
know as a result of the extraordinarily mild winter in 


1957. | 

Moreover, those industries in which the amounts 
tied up in work in progress are large in relation to 
sales may have some qualms about estimating their 
profit unless a half-yearly stock-taking has been 
carried out. The shorter the period of time, the 
more difficult it is to match income and expense with 


| precision; so, while those companies which have been 


able to provide half-yearly statements may be con- 
gratulated, some caution is needed before we criticize 
those who have not yet done so. | 


Statement of Trends 


Another feature in the accounting panorama relating 
to companies’ annual reports 1s the comparative 
statements for five or more years which a number of 
companies now add after the statutory accounts. 
United Steel shows disposal of net earnings for nine 
years, along with a statement of capital employed 
(and the book value per fx of ordinary capital) for 
,the same period. Follands show sales, profits and 


xamples. 


(mi capital for five years, and these are but two 
e 


Presentation 
lmprovements in presentation are making the 
accounting landscape more attractive, but even 
allowing for a limitation imposed by printing costs, 
there is still a long way to go before the accounta of 
all companies are as as the present best. Some 
annual reports now seem to vie with the products of 
Hollywood in the splendour of their raiment and 
occasionally — to vary the metaphor-it is difficult 
to find the accounts themselves amid the luxuriance 


' of the foliage! 
-One thing which would be helpful would be for 


each company to state near the beginning of the 
report the principal products made by the company 
Or group. 
Many companies now have assets whose totals 
run into seven figures or more, and there seems no 
good reason why more companies, especially those 
in this category, should not state each item in the 
accounts to the nearest thousand pounds, thus 
ing it easier, in my opinion, for the reader to 
judge whether in fact the view is ‘true and fair’, 
Let us cut out some of the undergrowth so that we 


| ean get a better-look at the landscape. 


And while we are about it let us agree to show all 
trend figures for a period of years so that they read 
either from left to right or from top to bottom, for 
starting at the present time and delving backwards 
into the past is less exciting than watching the progress 
from some past year up to the present time and then 
projecting the results forward. 
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Finally we may the ‘vertical’ statement 
gradually to oust the two-sided form of presenting 
profit and loss accounts and balance sheets. 

The tendency is to give more information to the 
shareholders and, even though many of them may 
not study it, if the presentation of the results of a 


- business can be displayed in a manner which the 


layman and employee can readily understand, all the 
work involved will have been very well worth while, 
for ignorance begets suspicion and suspicion brings 
met aet lack GF goodwill am those in ind 
leads to strikes, harmful to all. In brief, I feel the 
trend toward fuller and simpler disclogure is helpful 
and is likely to continue. , 


GOVERNMENT ACCOUNTING 
‘Proper’ Accounts D 

It is hardly necessary to mention that the Govern- 
ment and its cies spend a lot of money. Sir 
Walter Benton Jones recently pointed out ‘that in 
1955 dr dine on fixed capital assets 'by the 
central rnment, the local authorities and the 


. public corporations amounted to £1,300 million 


which was 45 per cent of the total amount of public 
and private deer fixed capital assets’, He 
added that ‘in 1955 State directly and indirectly 
through nationalized services and industries em- - 
ployed and paid the wages of 6,200,000 persons and 
this number is 26 per cent of the employed popula- 
tion. t 

The Crick Report on Government accounting was 
part of the accounting vista viewed by Sir Frederick 
in his paper in 1950. The excerpts which he quoted 
from Geer seem to suggest that the committee 
felt it necessary to defend the form of Government 
accounts and cash basis of recordi inst the desire 
of many persons that the Government should keep 
its accounts on a 'proper' basis. The arguments 
advanced by the committee do not sound convincing, 
and indeed the committee’s fifteenth recommendation 
as to information to be provided on certain assets 
and liabilities appears to contradict the view expressed 
as to the suitability of the cash basis. 

The argument that "our business is different' is 
80 familiar to every business consultant that the very 
statement arouses the suspicion that there is room 
for improvement and that it is time for a change. 

It would of course be absurd to suggest that there 
is no control over State expenditure or that many 
local authorities and nationalized industries do not 
have excellent accounting systems. 


The Army System 

Nevertheless, a recent article in The Times on army 
accounting almost brings to one's nostrils the smell 
of the fire which swept away the House of Commons 
in the holocaust of tally sticks last century. Dickens 
referred to the tally sticks as: 
! Sir Walter Benton Jones, Bt., page 7 in the Chairman's 
statement relating to the 1956 accounts of the United 
Steel Companies Led. 
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‘a savage mode of keeping accounts . . . much as 
Robinson Crusoe kept his calendar on the desert 
island.' ; 

The article in The Times of March 19th, 1957, 
from a military correspondent, is sub-titled 'Antique 
system costs more than it saves’ and starts as follows: 

“The army’s accounting system would be suitable 
for the days of Moses, if not Abraham; it assumes 
that every man is a crook, and if a man is not a crook, 
it soon makes him one. This is Field-Marshal Lord 

Montgomery’s verdict, delivered at the Royal 

United Service Institution in 1955, on the financial 

system which controls expenditure in all Govern- 


ment departments, of which the War Office is one 


of the largest.’ 
It is pointed out that the system lays more stress 


on preventing misappropriation than in ‘getting 


value for money’ and: 
‘perhaps the most profound difference between 
service and industrial financial control lies in costing. 
Systematic cost accountancy does not exist in the 


army, apart from certain ad hoc costing studies’ 


sometimes undertaken by the Royal Army Pay 


Corps . . . Unless cost accountancy is an integral, 


part of management, however, there is no genuine 

means of distinguishing between good and bad 

practice. There is no systematic flow of data to 

management to enable it to take the right decision.’ 
The article goes on to suggest that: 

'Management today must be dynamic, well 

informed and flexible, and only ruin could come to 

: an industry shackled to the archaic financial system 

' still imposed upon Government departments! 


This article was followed by a letter in The Times 


of March 23rd, 1957, in which the writer of the letter 


Weekly Notes | 


Inequitable Equity 


The Court of Appeal has allowed an appeal by the 
defendant in Re Edwards deceased (The Times, 
May 18th, 1957) and thereby given a new develop- 
ment to the equitable doctrine of election. The 
testatrix, by a will made in 1952, directed that her 
house and the remainder of her estate should be 
divided equally among seven persons, including the 
defendant Mrs Wright. Two months later the 
testatrix and Mrs Wright entered into a contract 
under which Mrs Wright gave up her own home 
and went to live with the testatrix and perform 
certain services for her, the consideration being that 
the testatrix undertook to leave the house to her 
absolutely, by will. After another two months the 
testatrix died without having altered her will. Mrs 
Wright successfully brought an action for specific 
Dese of the agreement to leave her the house. 
hereafter the other beneficiaries brought proceed- 
ings claiming that the doctrine of election should 
apply, i.e. that Mrs Wright should elect either to take 
e house or the one-seventh given her by the will. 
The Court of Appeal has now held, reversing the 
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suggested that the real reason why the system is 
wasteful is the: 
‘annual budgeting which allots each level of com- 
mand so much from various votes to be spent within 
the financial year ~ and these sums must be spent, 
otherwise the allocation for the following year will 
be reduced. .* 
Subject for Research 


These strictures on the lack of costing in Govern- 
ment departments could, of course, be made with 
equal relevance to many, if not the majority of, 
private concerns, and those who work in nationalized 
industries will know that the accountancy methods 
were often far from modern at the vesting dates; and. 
that is a gross understatement! | 

In this country it is a popular pastime to bait the 
Government departments and public industries 
(and we are fortunate to be able to do so without 

hysical repercussions on our own heads), but if we 
feel that there is room for improvement, we must seek 
to convince those responsible that further inquiry is 
desirable. Imagine a board of directors sitting back 
and taking no action if adverse comment about its 
methods were published on the lines of that on the 
army accounting system! 

It would seem that here is a really worth-while 
subject of research for the combined resources of all 
researches it were found desirable to change the 
whole basis of the Government accounting, then let 
it be done before the centenary in 1966 of the ` 
Audit Department Act of 1866. | 


(To be concluded.) 


order of Upjohn, J., that the doctrine of election di 
not apply to the circumstances of the case: Mrs Wright 
was entitled both to the house and to a seventh share | 
of the residue. ~ 


Labour Party Superannuation Scheme 


A policy statement published by the Labour Party 
sets out a contemplated scheme of national super- 
annuation to be grafted on the existing system of 
National Insurance, and under which everyone in the 
country would, on reaching the approved age, draw  : 
(a) the existing flat rate National Insurance pension, 
plus (b) a graded pension from a national super- 
annuation scheme or a pension from a private super- : 
annuation scheme approved for the purpose. The 
scheme contemplates an immediate.increase in the. 
present flat rate pension from £2 to £3 per week; 
the graded pension would depend on the contri- | 
butions made. The contributions would be a per- 
centage of the worker's earnings: part would be paid 
by him, a larger part by his employer, and part by ~ 
the Exchequer, i.e. by both employee and employer > 
in their capacity as taxpayers. The full pension aimed d 
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at is half pay, but there would be a minimum for 
lower-paid workers. Contributions under the State 
scheme would be compulsory in the case of all 
workers who were not members of a private scheme 
or had not made irrevocable and adequate provision 
for old age. There would be a ceiling both for 
contributions and benefits. 

Accompanying the policy statement is a model 
scheme prepared by a technical subcommittee. This 
puts forward 3 per cent of earnings as the employee's 
. contribution, 5 per cent by the employer, and 2 per 
cent by the Exchequer. Contributions would be levied 
only on earnings up to four times the national average 
earnings —at the present time estimated at £500. 
The self-employed. would pay 8 per cent of their 
earnings. The maximum pension would be about 
50 per cent above the national average earnings. 


. Commencement of Copyright Act, 1956 


The Board of Trade has made an order the effect of 
which is to bring the whole of the Copyright Act, 
1956, into force on June 1st. The regulations con- 
cerning the exception from copyright of libraries, 
archives, records, and musical works, as well as the 
rules relating to special exceptions for industrial 
designs, will be laid before Parliament in the near 
future. 

> The Act will allow the United Kingdom to ratify 
E ihe Berne-Brussels Convention and the Universal 
Copyright Convention, thus enabling British books 
to secure copyright in the United States. 

Mr James A. Walker, C.B.E., C.A., a partner in the 
firm of Messrs Howden & Molleson, Chartered 
Accountants, of Edinburgh, has been appointed a 
member of the Performing Rights Tribunal estab- 
lished under the Act, the function of which is to 
determine disputes arising between persons seeking 
licences and those enabled to grant them. 


Indian Expenditure Tax 


‘When the Indian Finance Minister, Mr T. T. 
Krishnamachari introduced his 1957-58 Budget on 
May 15th, his most sensational announcement was 
of the introduction of an expenditure tax, to apply 
initially to incomes of £4,500 and upwards. See: 
at 10 per cent, it will be imposed on all person 

expenditure over {1,800 for each married couple 
and {£375 for each child. Another surprise was the 
announcement of a tax on wealth, applicable to 
ne exceeding {15,000 in value and at rates 


varying from i per cent to 1j per cent per 
annum, 


— In the income tax field there is a reduction in the 


. tax on earned income but an increase for unearned 
income. The highest rate on the latter has been 
reduced from 92 per cent to 77 per cent, while a 
surcharge of 20 per cent is imposed on all unearned 

income. The exemption limit is reduced from £315 
` to £225. Indirect taxes are also increased, but only 


slightly. 
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Old Houses for New 


At the annual conference of the Building Societies 
Association held last week, the Paymaster-General 
suggested that the societies might offer finance for 
the repair and adaptation of old houses. Mr Maudling 
thought that if the building societies wished to widen 
the scope of their investments and offer fresh 
attractions to the saving sections of the community, 
they might look in this direction. The idea has a 
good deal of merit from the point of view of national 
housing policy. 

Encouraging the building of new hone or the 
marketability of comparatively modern houses which 
are owner-occupied, is an important function but it 
has its limits. The scope for improving existing 
houses which are old but structurally sound and for 
turning them into manageable family units within 
large conurbations is immense. It also goes right to 
the heart of much of the present-day housing problem. 
Too many large house units are occupied in large 
towns by small living units, the extreme example 
being property occupied by elderly people living 
alone in straightened circumstances or unmarried 
people living in large flats. There will have to be an 
improvement in the distribution of family units in 
the next generation or two if the present high price 
of rehousing the population is not to take increasing 
areas of agricultural land, while leaving the centres 
of towns with increasingly unmarketable large living 
units, and so creating the slums of tomorrow. 

To make progress on these lines practicable, how- 
ever, there would probably have to be further progress 
with rent de-restriction so that tenant occupancy 
could be considered to have a long-term, logical 
trend of development free from politics. 


The China Embargo 
The indications are that within a few days Britain 
will ease its embargo on China trade. 'This country's 
attitude has been made quite clear all along in the 
Paris discussions which have been going on over the 
last week or so. It seems likely that once the British 
have removed the embargo, in whole or in part, 
other countries will follow its example. The open 
break with the United States, however, on this 
issue of policy will be carried by this country alone. 
Both the American and the British, negotiators 
have been under considerable political pressure 
pushing in different directions for the duration of the 
embargo. China is an issue in the United States 
which can have quick domestic repercussions and it 
is a subject which is always charged with emotion in 
that country. Britain, which has carried out the 
embargo of recent years mainly as a gesture of Anglo- 
American solidarity, takes the view that the moral 
position of China is somewhat better than that of 
the Soviet Union since the Hungarian rebellion. 
Both sides suspect that the other is making more of 
the economic arguments than they will stand in 
order not to be forced into the open on the political 
issue. 
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Current Law 


Conditions, Warranties and Misrepresentations 


The case of Oscar Chess Ltd v. Williams ([1957] 


1 All E.R. 325) is of considerable interest 

importance because of the lengthy discussion by the 
Court of Appeal of the question whether or not a 
répresentation is to be regarded as a warranty. The 
plaintiff company bad purchased from the defendant 
a second-hanti, Morris car, which, at the time of the 
sale, both parties believed to be a 1948 model. It was 
80 described in the registration book, but it subse- 
quently appeared that this had been fraudulently 
altered, and that the car was in truth made in 1939. 
There was no question of fraud on the part of the 
defendant, the alteration of the registration book 
having been carried out by some person unknown. 
For the plaintiff it was contended that the defendant's 
representation that the car was a 1948 model was an 
essential term of the contract, that is, a condition, or, 
alternatively, a warranty. In either case the plaintiff 
would be entitled to damages for breach, calculated 


on the basis of the difference in value between the 


1939 model and the 1948 model. The defendant's 
case was that the statement which he had made 
about the age of the car was a mere misrepresentation, 
made innocently, in which case no damages could be 
recovered. The Court decided by a majority that, on 
the evidence, the defendant had not intended to 
warrant the year of manufacture, but that he merely 
stated his belief, producing the registration book in 
verification of it, since he had no personal knowledge. 
The plaintiff equally had relied on the log-book; it 
was not till eight months later that the plaintiff 
checked up on the age of the car by sending the 
chassis and engine numbers to the manufacture. 


Accord and Satisfaction 


The plaintiff company in Neuchatel Asphalte Co Ltd 
v. Barnett ([1957] 1 All E.R. 362) carried out some 
work on the drive of the defendant's premises and 
the defendant raised some queries on the plaintiff's 
bill. The amount in dispute amounted to at most £15, 
out of a total of £259. 'The defendant sent a cheque 
for £125 on account and subsequently, when the 
matters in dispute were still not settled, a further 
cheque for £75, on the back of which he typed: 
‘In full and final settlement of account. 
Signed — . 
Dated ~ .' 

The covering letter made no reference to the cheque 
being in final settlement. The cheque was endorsed 
with the plaintiff company's rubber stamp and signed 
by its secretary, and the defendant argued that the 
company had accepted the cheque in full satisfaction 
of the claim. The Court of Appeal, dismissing the 
defendant's appeal from the decision of the judge of 
the Wolverhampton County Court, held that the 
plainuff had no intention of accepting the cheque 
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for £75 in full satisfaction of its claim, because, 
having d to the surrounding circumstances, the 
words 'In full and final settlement of account! were 
inconsistent with! the main object and intention of the - 
transaction. Denning, L.J. (as he then was), deliver- 
ing the leading judgment, said: 

'It is a well settled rule of construction that, if 
one party puts forward a printed form of words for 
signature by the other and it is afterwards found 
that those words are inconsistent with the main 
object and intention of the transaction as disclosed 
by the terms specially agreed, then the Court will 
limit or reject the printed words so as to ensure 
that the main object of the transaction is achieved.... 
We do not allow printed forms to be made a trap 
for the unwary.’ 


Legal Contract Performed Illegally 


The defendant company in St, John Shipping 
Corporation v. Joseph Rank Ltd ([1956] 3 All E.R. ` 
683) was the indorsee of bills of lading covering 
part of'a cargo of wheat which had been carried from 
the United States to Liverpool by the plaintiff 
corporation in their steamship St Sohn. When 
bunkered with fuel sufficient for the voyage, the 
ship had its load line submerged, contrary to Sections 
44 and 57 of the Merchant Shipping (Safety and Load 
Line Conventions) Act, 1932, and the master was 
convicted under the Act. The defendant withheld 
part of the freight due under the contract of carriage, 
claiming that this part was attributable to the illegal 
overloading of the vessel and that, as the plaintiff had 
performed the contract of carriage, evidenced by the | 
bill of lading, in such a way as to infringe the Act, it | 
had committed an illegality which prevented it from 
enforcing the contract at all. The plaintiff sued for the . 
freight withheld. : 

Devlin, J., held that the plaintiff was entitled to- 
succeed. His Lordship pointed out the distinction 
between contracts entered into with the object of 
committing an illegal act— which will always be ` 
void -and contracts expressly or impliedly pro- | 
hibited by statute, where it is n to consider, 
not what act the statute prohibits, but what con- 
tracts it prohibits. The learned judge found that the 
illegal act which he had to consider was done by the 
plaintiff in the performance of a contract which was 
itself legal, and was accordingly valid and enforce- 
able. The way to test whether a particular class of | 
contract was prohibited by a statute, was to test it i 
relation to a contract made in ignorance of its effect. | 
The plaintiff would nevertheless have failed if its | 
claim involved showing that the cargo was carried 
in an overloaded ship, but it did not: it was only 
necessary to show that it delivered to the defendant 
the cargo which it received in the same good order 
and condition as that in which it received it. 
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'The weakness of the gilt-edged market continues as 
one of the less favourable features of the London Stock 
Exchange. Prices have receded to the lowest levels 
since before the War and any sustathed support for 
the section is completely lacking. Far from assisting 
the market, Government departments have been 
reported as sellers of the Funds recently. That 
fact, and the obvious disinclination of the ordinary 
investor to trust the market very far, accentuates a 

ition already made weak by almost complete 
ading of Bank rate reduction hopes. Apart from an 
jverdue technical rally, the City sees no immediate 
prospect of improvement. 


"Dress' by the Right 
"Whatever we do,’ said the President of the Institute 
at the annual meeting, 'I hope we shall avoid ever 
reaching the position where someone will say ““This 
is the form in which all accounts shall be drawn up". 
One of the functions of this column is to show to 
accountants the varieties of form which company 
accounts take and we reprint this week, as near as 
possible to the original, the form used by Lamson 
Industries Ltd, a company well known for its 
‘Caribonum’ products, its business systems, con- 
nuous stationery, etc. 

The point here is not so much the presentation of 
the figures but the arrangement of the narrative. 
Normally, reading i8 from left to right and we there- 
fore start writing to the left of the paper with 
indents for paragraphs. In writing, or printing 

accounts, however, that inevitably leaves a consider- 

able gap between the figures and the short lines 
because allowance must be made for the long lines of 
print. The gap is sometimes so large as to remove 
figures almost out of the context of the narrative to 
which they relate and it is the purpose of good layout 
to reduce the gap as much as possible. 
| the Lamson Industries accounts, the ‘gap prob- 
lem’ is solved by running the narrative up to a right- 
hand margin so that the lines 'dress' by the right. 
Even such a moderate departure as this from cus- 
tomary practice takes some getting used to, but there 
is something to be said for it. 


Wrong Figures 
Was it just ‘one of those things’ or was there any good 
reason why three newspapers should pm the wrong 
. profit figures when dealing with the preliminary 
' profit statement of Barry & Staines Linoleum Ltd? 
—-8o far as the statement issued by the company is 
concerned, there is no real difficulty. It clearly states 
that ‘The following figures for the year ended 31st 
January, 1957 (and the comparative figures for the 
previous year) include those relating to a wholly- 
owned foreign subsidiary company not previously 
consolidated', and then follows a columnar statement: 
Group trading balance £857,435 under the heading 
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Finance and Commerce 


of January 31st, 1956, and {£729,570 under January 
31st, 1957, the rest of the es following. 

It seems fairly evident that what happened was a 
confusion of the date headings. People become used 


` to having latest figures to the immediate right of the 


narrative and the comparative figures on the right of 
those under review. If the comparison is not placed 
on the extreme right, it is put on the left of the 
narrative. Alter standard practice and the way is 
opened to confusion. One can say the whole thing 
is plain enough to those who can read, but these 
company statements in many cases drop on city 
editors only a short time before going to press and 
have to be dealt with at tremendous speed. And as 
we all know, speed is one of the greatest causes of 
accidents. The moral is: stick to standard practice 
— and give the Press more time, 


Another ‘Flap’ 
Smith & Nephew Associated Companies Ltd uses a 
variation of the 'flap' idea mentioned in this column 
last week to produce a balance sheet two feet wide 
which is quite a distance for the eye to keep track of 
six columns of figures on each side. Next to the 
narrative are the figures for the holding company 
with the 1955 comparison on a.blue background. 
Further right are the figures for the subsidiaries with 
the comparison on blue and farthest right from the 
narrative comes the consolidation with its comparison 
on blue. - : 
The blue background just saves this triple balance 
sheet from becoming a maze of figures. Even with it, 
the layout demands a strong degree of concentration 
to keep the eye and the mind on the desired course. 
May we suggest that if this triple balance sheet is to 
be retained, the consolidation, in view of its import- 
ance, should be positioned next to the narrative, fol- 
lowing the practice of putting the figures of the year 
next to the narrative. Way out on the extreme right, 
as they now are, contact with them tends to be lost. 
There is, however, a very good ten-year sum- 
marized view of the group balance sheet and 
revenue figures - where among other things the 
points of final importance to shareholders are 
brought out: the percentage of profit earned on 


- ordinary capital and reserves and the percentage 


distributed. : 


Money Market 


With the market's bid maintained at {99 os rod 
per cent the rise in last week's Treasury bill rate was 
smaller than on the previous Friday. The average 
came out at £3 16s 7'13d per cent compared with 
£3 16s r84d per cent. There were {190 million 
bills allotted against {200 million a week earlier, 
but the amount applied for rose from {360,920,000 
to £368,775,000. This week's offer is increased to 
{220 million. 
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LAMSON INDUSTRIES LIMITBD 


Share Capital - Authorised 

200,000 ibe Cumulative Preference Shares of £1 each 
250,000 | Cumuletive Preference Shares of Cl each 
18,200,000 Ordinary Shares of 5s each 


hare Capital — [ssued (fully paid) 

200,000 ihe D ite Preference Shares of £1 ea 
250,000 1 Cumulative Preference Shares of £1 Sach 
15,765,662 Ordinary Shares of 5s each 


Capital Reserves 
Premíum on Shares Account 
General 


. Revenue Reserves 
"E General 


Profit and Loss Accounts ~ Balances ` 


Total Capital and Reserves ` 


Amounts set aside for 
Penslons 


Future Taxation, Schedule D, 1957/58 


interest of Outside Shareholders 

f . Current Liabilities and Provisions 
Creditors and Accrued Charges 

Current Taxation ~ United Kingdom 


Current Taxation ~ Overseas : 


Shareholders for Dividends 
. Preference Dividends, less Income Tax 
Proposed Final Ordinary Dividend, less Income Tax 


Consolidated Balance Sheet 3lst December 1956 
1955 





4,391,416 
140,802 


938,379 
5,470,597 


1,030,418 


6,501,015 `. 


39,190 


1,871,440 


178,072 
£8,289,717 





May 25th, 1957 





1,175,142 
3 


671,600 
407,961 


616,429 
666 


4 














£ 


2,026,566 
1,559,135 


i 079,561 
4,665,262 


1,071,095 
5,736,357 

40,030 
1,404,605 


178,072 
£7,359,064 





LAMSON INDUSTRIES LIMITED 


Pepreciation of Fixed Assets 

Freehold Properties 

Leasehold Properties 

Plant, Machinery, Motor Vehicles, Furniture and Equipment 


Interest Payable 
Audit Fees 


Net Profit of the Group subject to Taxation carried down 


Taxation 

United Kingdom Profits Tax 

United Kingdom Income Tax 

(including £350,982, Schedule D, 1957/58) 


Overseas 


Share of Nat Profits applicable to Outside Shareholders 
Net dividend pald to Outside Preference Sharehoiders 
of Lameon Investments Limited for half-year to 30th June 1955 


Net Profit of the Group for the year carried down 


' A Costs of Capital Increases written off 
Amounts dealt with by Subsidiary Companies 
Additional amount set aside for Pensions 

Transfer to Caplta] Reserves 

Transfer to Revenue Reserves 


Transfer to Revenue Reserve (General) by Lamson Industries Limited 
Dividends (less income Tax) payable by Lamson industries Limited 
Preference Shares 

| Preferance Shares 

Ordinary Shares 


Balances carried forward as shown by Balance Sheet 
Lamson Industrtes Limited 
Subsidiary Companies 


£ 
30, 
2, 
257, 


S84 


134,419 
79 


$ 


559,598 
202,969 


211,886 
216,591 


1956 


290,537 
3,403 


7.219. 


301,159 
1,399,441 


£1,700,600 








Consolidated Profit and Loss Account for the year end 
1955 


106,227 
417,559 


SES: 


J 


195911 
212,050 








266,539 
2161 
6,946 


275,646 
[,331,827 


£1,607,473 


FS 
D 


A 


680,690 
8,701 


8,361 


697,752 
634,075 


£1,331,827 


65,031 


234,252 
490,871 


407,961 
£898,832 


, 
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1956 1955 
Fixed Assets £ £ £ £ 
Freehold Properties &t cost or valuation 1,312,694 1,178,666 
Less Depreciation written off to date 365,519 334,99 
— 946,575 —— 843,670 
Leasehold Properties at cost or valuation 106,202 [00,616 
Less Depreciation written off to date 14,445 12,262 
; ——— 91,757 : 88,354 
Plant, Machinery, Motor Vehicles, Furniture and ` 
Equipment st cost or valuation 4,385,358 3,998,418 
Less Depreclation written off to date 2,845,494 2,626,149 
` en 1,539,864 ——— 1,372,269 
2,578,196 2,304,293 
Trade Investments . 
419,355 (1955—3405, 475) Caribonum Trust Ltd 
Ordinary Shares of [Os each, full d, at cost 466,234 455,602 
(Stock RRC value at 31.12.56, £304, 032—3l. I , £319 ,312) , 
Sundry Companles and Licence Agreements at cost, ^ 
less amounts written off 83,973 - 860782 
: 550,207 ———— 536,384 
Other investments 
British and Colonial Government Securities at cost 
ess £50,000 written off 368,812 368,812 
(Stock Exchange value at 31.12.56, £333, 675—3l. 12.55, £342,525) ; 
Sundry Quoted Investments at cost 5,124 5,124 
(Stock Exchange value at 31. 12.56, £5,21 1——31.12.55, £5,182) 
Unquoted [nvestments at nominal values 3,710 i 4,009 
377,646 ———— 377,945 
Current Assets 
Stock-In-Trade and Work-in-Progress 
as valued by the Companies" Officials 095, 1,830,025 
` Debtors (less provision for doubtful debts and discounts 1,757,174 1,637,074 
Tax Reserve Certificates 204,475 104,375 
Balances at Bankers and in hand 726,293 568,968 
4,783,668 4,140,442 
. ALAN -McLEAN 
: í £8,289,717 £7,359,064 
^" 3ist December 1956 (Note |, page 16*) 
1956 [955 
E Profits from Trading before dealing with £ 
d» the items In this Account 1,637,489 1,540,791 
Dividends and interest receivable - 
Trade investments 38,220 286 
Other Investments [1,085 11,179 
Tax Reserve Certificates 8,39] 6,229 
Bank and Miscellaneous 5,415 ‘ 10,988 
63,111 66,682 
£1,700,600 £1,607,473 
Balance brought down 1,399,441 1,331,827 
£1,399,441 £1,331,827 
Balance brought down 
Lamson Industries Limited 374,695 255,837 
Subsidiary Companies 260,162. 378,238 
——— 634,857 ——— 634,075 
Net Adjustments for previous periods, mainly taxation 17, 106 72,559 
Transfer of Amount previously set aside for Future 
Taxation in connection with Initial Allowances 94,619 : 16,779 
" Balances brought forward trom KE perlod 
Së) Companles 212,050 10,32 
Less Amount capa during year 57,918 — 
154,132 10,321 
Lamson Industries Limited 195,911 ,098 
350,043 175,419 
£1,096,625 £898,432 
{* Not reproduced. — Editor.) : —À 
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Correspondence 
Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Training for the Profession 


Sm, — In the correspondence concerning the Council 
of the Institute's proposals relating to the proposed 
integration scheme, little attention has been given 
to the decision to allow members four articled clerks 
instead of two. 

At the present time, the percentage of passes at 
the Institute examinations fluctuates around 50 per 
cent. Àn increased number of articled clerks implies 
an increased number of failures, and attention should 
be given to this wastage of time, effort and money. 
There is absolutely no reason why only half of the 
entrants should pass; on the contrary, future needs 
are great enough to justify the entry into the pro- 
fession of ever greater numbers of qualified persons. 

I propose that a fund be created by imposing a levy 
upon each member in respect of all clerks to whom he 
gives articles, This fund should be used to appoint 
inspectors for the supervision of the training of 
articled clerks. Such inspection would be twofold, 
namely, in respect of the principal’s duty to educate 
and in respect of the clerk's duty to study. 

In this way a general raising of the standard which: 
articled clerks have attained before they present 
themselves for examination, could be achieved. 

Yours truly, 

Paris. KENNETH 5. MOST.. 
Sir, — Recently your correspondence has emphasized 
two factors of alarm to the accountancy profession: 
the absence of suitable recruits, and the inability to 
hold qualified persons in the profession. Your corres- 
pondents seem agreed that higher remuneration is 
unthinkable. 

Let us look at the position of a clerk entering the 
profession today. For the first five years his remunera- 
tion is laughable — far too low to live on; and during 
that period, to have any hope of qualifying, he must 
stay in and study five nights a week, which undoubt- 
edly has an adverse effect on the health of the majority 
of articled clerks. Still he ‘plugs’ on, and on qualify- 
ing-if he is lucky — he receives a salary slightly 
higher than that of the average bank clerk of the 
same age. (The bank clerk, however, has been earning 
enough to live on in the interim period.) 

'The accountant must then consider the alternatives 
for his future career: First whether to continue in the 
profession as a clerk, where he should, if he is conscien- 
tious, eventually be able to earn £1,000 a year; which 
is rather less than half what a man of his intelligence 
would obtain in any other business, trade or 
profession. 

Secondly, whether to set up in practice. But after 
five years shut up with a bunch of text-books he has 
practically no contacts to help him in this way, and 
he.has to compete with long-established firms. This 
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means that he must be in a position to support him- 
self for several years whilst building up a business, 
after already supporting himself for five years of 
articles; and very few have sufficient capital for this. 
Thirdly, whether to go into industry or commerce 
where his efforts are appreciated and suitably 
rewarded. | 
There is only one solution, and that is for all 
accountants to increase the remuneration of their 
staffs, and their fees to match. It appears, however, 
that none is anxious to do so for fear of losing their 
clients. Yours faithfully, 
RECENTLY QUALIFIED A.C.A. 


Transport Costs | 
SIR, — Regarding the article by Mr C. R. Saville 
Smith in your issue of April 27th, my company 
operate a fleet of vehicles under a ‘C’ licence and so 
far I have been unable to ascertain for comparative 
purposes whether ‘A’ licence operators use the 
'commercial ton mile' formula as the basis of their 
Viu len pricing. Perhaps Mr Saville Smith could. 
state the formula normally used and whether it has; 
universal application. 
Yours faithfully, 
CE 


[Mr C. R. Saville Smith writes: The character of road 
haulage operation is still such as to prevent any wide- 
spread adoption of a standard practice. One of the 
most important reasons causing this is the existence 
of many small road haulage concerns where the owner 
or manager is able to control all operations without 
the aid of statistics. In addition, with larger concerns 
the wide range of traffics and differing types of work 
make it impossible to prepare comparable statistics of 
real value. l 

ʻA? licence operators normally prepare figures to 
show the cost.of operating each individual vehicle. 
Usually these will be compiled under the following 
headings: i 

Standing costs: wages, national insurance, establish- 
ment, licence. 

Running costs: fuel, oil, depreciation, tyres, repairs. 

It is on these statistics that most 'A' vehicle operators 
base their quotations. 

It is of interest to appreciate that there are standard 
cost tables available which are used by many small 
‘A’ concerns as a basis for their quotations. Motor 
Transport publishes such cost tables at fairly frequent 
intervals and companies operating 'C' vehicle fleets 
will find these of considerable value for SSES 
pufposes. 

As most quotations (road and rail) are on a ‘per | 
ton’ basis, this statistic is naturally most generally in | 
use. l 
Whilst the ‘cost per ton/mile ' can be very useful to 
the "CT vehicle operator, it must be stressed that its 
value lies in comparing known streams of traffic, other- C 
wise misleading conclusions may be reached. 
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As ‘it is a multiple figure it will be appreciated that a 
gure may relate to lightly loaded vehicles running 
long distances or fully-loaded vehicles running short 
distances. In addition the particular area and traffic 
density must be taken into TON RETANO] 


. Share Bees and Premiums 


Sir, - With regard to Mr Owen's query raised in 
The Accountant of May 11th, concerning share issues 
and premiums, and reduction of Eu thereby, he 
appears. to have overlooked. the fact that he has 
redeemed. the £80,000 preference shares out of only 
A, 60,000 provided by the new issue. 

| This is so because, although STE was raised, 


The SE annual. general meeting of "The 
Society of. Incorporated Accountants was held at 
Incorporated Accountants' Hall, "Temple Place, Victoria 
Embankment, London, WC2, on Wednesday, May 
15th, with Sir Richard Yeabsley, C.B.E., F.C.A., F.8.A.A., 
-President of the Society, in the chair. Sir Richard 
: Yeabsley devoted the major part of his address, which 
: we reproduce below, to the subject of "Developments 
in accounting’: 


. THE PRESIDENT'S ADDRESS 


This is indeed a momentous year for the Society, but 
the seventy-second annual report of the Council calls 
for little amplification. Our main preoccupation during 
1956 was with the negotiations which resulted in the 
publication on December 2oth last of proposals to 
integrate the Society with the English, Scottish and 
Irish Institutes of Chartered Accountants. Às you must 
all know, the schemes of integration have now been 

h- approved. by each of the English, Scottish and Irish 
Institutes. 

The alterations to the English Institute’ s Charter 
and Bye-laws have been submitted to the Privy Council 
for approval and the alterations to the bye-laws of the 
Scottish Institute have likewise been submitted. to the 
Privy Council for approval. A further general meeting 
of the Irish Institute is to be held on May 3oth to 
approve the alterations to the bye-laws of that Institute, 
and thereafter these will be submitted for. approval of 

, the Government of the Republic of Ireland and of the 
^ Governor and Privy Council of Northern Ireland. 

I think you will all readily agree that this is neither 
the time nor the place to discuss the integration project 
Hir detail An extraordinary general meeting of the 
E wil be convened to be held at the Royal 
Festival Hall, on June 19th, 1957, to approve of the 
schemes and that will afford, I suggest, a more 
convenient opportunity for any discussion. 

That is all I have to say on matters referred to in 
the report, and I now propose to direct my remarks to 
certain developments in accounting which merit careful 
thought by members of the Society. 
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the premium of {£20,000 was “utilized in ‘providing 
for the premium on the redemption óf the debentures. 

The legislature has ‘not created a loophole by 
virtue of SE 58 (1) (a) and 56 (2), Companies 
Act, 1948, because, by reason of Section 58 (1) 
(d), the balance of £20,000 towards the redemp- 
tion of the preference shares, would, since it 
has not beén provided for out of the proceeds of a 
fresh issue, have. to be transferred from profits 
available for dividend to a capital redemption reserve 
fund to be applied as if it were paid-up share capital 


of the company. "Yours faithfully, : 
| G. J. WALTER, 
Stoke-on-Trent. 


g Final Student. 


| | THE SOCIETY 
| OF IN CORPORATED ACCOUN TANTS 
SEVENTY-SECOND ANNUAL GENERAL MEETING 


Electronic Accounting 


It is not many years ago that loose-leaf ER were 
first introduced and we recall the case of Hearts of Oak 
Assurance Co Ltd v. Tames Flower & Sons which in 
1935 decided that a collection of loose leaves fastened 
together between two covers js not a book within the 
meaning of Section 120 of the Companies Act, 1929, 
and is not admissible in evidence for the purposes of 
that section. Then came the accounting machines with 
ledger posting in type on cards or sheets, with arith- 
metical proof obtained from accumulating mechanical 
registers built into or attached to the machines. Later 
came punched cards as the medium of analysis and of 
accounting record. So much has occurred in accounting 
in the lifetime of many of us-—far, far more than 
occurred in the previous four hundred years. The 
speed of the changes and the nature of them are such 
that we still find accounting or book-keeping by pen 
and ink in bound ledgers in quite a large number p 
small concerns. 

. With these be have come changes in our 
approach as auditors to these records, and we also have ' 
in mind the changes introduced in regard to such 
records in the Companies Act of 1948. 

The disaster of two world wars and the extra- 
ordinary scientific and social developments that have 
taken place in the last forty years have played a great 
part in the development of manufacturing and trading 
techniques, and it is not surprising that with these 
developments there should have occurred the vast 
changes in accounting techniques to which I have 
referred. Nor is it surprising that our profession hag 
played a leading part in seeing to it that industry’s 
needs in the field are satisfied. ` 

But what of the future? Are we prepared for the 
great changes that have recently been introduced? I 
refer to electronic accounting and the-use of computers. 
Some of you were privileged, as Iwas, to attend the 
Society's course at Cambridge last autumn and heard 
this subject expounded. at some length. It. was dealt 
with at Oxford two years poor and again at oe 
in 1955. 
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It can always be said that these developments are for 
the pioneers or the large concerns and some may well 
be in that large section of whom those words of Pope 
may be appropriate — *Not the first by whom the new 
are tried nor yet the last to lay the old aside’. 

There is, I fear, some apathy to the present develop- 
ments, engendered partly by their present high capital 
cost and partly by the highly technical mechanism and 
expressions employed in the operation of the electronic 
devices to which I have referred. 'l'echnical jargon 
should frighten no one — it should be first understood 
and then discarded for plain terms — and this enjoinder 
I would make regarding some other terms we use. 'T'he 
machines are complicated but the fundamental features 
as to input, accumulation, storage and output are there. 
It is for us to understand what they can do, their 
advantages and their limitations. It is only then that we 
can, as auditors, apply ourselves to determine our 
requirements and to assess the extent to which our 
annual examinations need to be amplified by interim 
examinations of the records and of the effective 
operation of an appropriate system of internal check to 
enable us effectively to report to the shareholders 
under Section 162 of the Companies Act, 1948. I 
foresee great changes in auditing techniques resulting 
from the changes in accounting techniques to which I 
. have referred, and we must be prepared to play our 
part in the rapid developments that are now taking 
place. I submit in all seriousness this is a matter for 
each and every one of us: it is not sufficient to leave it 
to the ‘willing few’. Opportunities are available for the 
study of electronic accounting and its implications. 
Let us take advantage of them and create others. 

Before leaving this subject and further to my earlier 
reference to the case of Hearts of Oak Assurance Co 
Ltd v. Tames Flower & Sons I would remind you of the 
terms of Section 436 of the Companies Act, 1948 — 
which I summarize as follows: Where any such book 
of account (required by this Act to be kept) is not kept 
by making entries in a bound book, but by some other 
means, adequate precautions shall be taken for guarding 
against falsification and facilitating its discovery and in 
default the company and every officer of the company 
shall be liable to a fine not exceeding fifty pounds and 
further shall be liable to a default fine. In my view we 
should have this provision as well as Section 147 in 
mind when reporting under the Ninth Schedule, 
paragraph 2, as to whether proper books of account 
have been kept by the company. 


Interim Statements 


Another development in recent years is the growing 
demand for interim statements. Firstly, there was the 
obvious need of management and this was met by the 
preparation of operating and financial statements at 
convenient intervals, such as four-weekly, quarterly 
and half-yearly. Then came budgetary control effected 
in various ways and standard costing. With all this, 
speed was and is an essential factor, while accuracy 
ought not to be sacrificed, a degree of approximation 
is essential within limits that are clearly understood. 

Accounting is one of the tools of management and 
it is vital that the contribution to be made by the 
accountant is that which is required by the management 
at the time it is needed and is made in terms that can 
be understood. All this has been said before but it 
bears repetition. 

Now there is a demand for the publication of certain 
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interim statements for the benefit of shareholders and 
indeed potential shareholders. It might be said we are 
not concerned with such statements that the directors 
may decide to publish — maybe as auditors that is 
strictly correct but while I think that that proposition 
is worthy of further study, there is no doubt that as a 
profession we are vitally concerned. 

We have recently observed some companies including 
turnover figures in their annual accounts — quite un- 
heard of in this country until a few years ago — although 
some may remember that traffic figures were published 
weekly by the main British railway companies for many 
years until nationalization. However, some concerns 
are now giving half-yearly or quarterly statements and 
there is little doubt in my mind that public opinion, as 
reflected in the Press, and possibly in time the regula- 
tions of the Stock Exchange will demand of directors 
the publication, in at least certain cases, of appropriate 
information as to the trend of trading and the 
in the financial position that have occurred at intervals 
much shorter than a year and published at a date not 
far distant from that of the end of the period in question. 

We are all familiar with the monthly mining returns, 
statements of rubber crops and similar statistics that 
are published in the daily Press — they certainly provide 
useful information to those interested. But what of the 
general run of businesses? — unfortunately, for a variety 
of reasons no interim statements are published, indeed 
in many cases no interim dividends are paid on the 
ordinary share capital. 

Clearly, it is wasteful to prepare information that is 
useless or not wanted and wrong to publish that efor J 


_may be misleading; none the less, there is available for 


internal management purposes a wealth of information, 
the significant features of which may be of value to the 
investor. One realizes in this context the age-old cry 
that competitors may benefit; where this is true and 
materially harmful to the company publishing the 
information, there are obvious reasons for non- 
publication, but is it not true that in many cases little 
or no real harm would result and there may well be 
some benefits? 

Having decided that some feet might well 
be given there arise such questions as the following — 
(a) how often, (b) what should be given, e.g. sales, 
orders, profit, net current assets, etc., (c) on whose À 
authority, (d) should the auditors 'be concerned 
with their publication, (e) should the figures for the 
last period in the financial year be given or merged in 
the annual accounts, and (f) what steps, if any, should 
the auditor take if during the course of his duties he 
finds that the information published was incorrect to 
a material extent? 

I do not think this is the time or place to provide 
answers to these questions and I have no doubt many 
others will occur to you. My purpose is to stimulate : 
interest in this subject, which is not only one of growing ` 
importance but one on which the profession has yet to 
state a positive view. I realize that the circumstances of 
individual concerns may well affect the answers to some ^" 
of the questions I have posed but we should face up to 
this problem and give a clear lead. In my view there 
should be published significant figures at reasonably 
frequent intervals and not unduly delayed, and that 
such as are published should be the responsibility of the 
directors. However, we should do all we can to ensure 
that the appropriate figures are made available — and 
available when they are wanted- but that those 
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concerned are well aware of the purpose for which 
they are given and the inferences which can reason- 
ably be drawn from them. 


Form of Accounts 


Following the introduction of the Companies Act, 1948, 
there have been important developments, not only in 
the form of the annual accounts presented to share- 
holders, but also in the degree of information given in 
amplification of items contained 1n the accounts. Here, 
again, we were behind our American cousins, and so 
far as I am aware there has been no widespread protest 
that the disclosure of detail that is now required by the 
Statute is harmful: on the contrary the information 
üctually given is often more than is legally required. 
s part from the necessity of complying with the law, 
the further developments in this field have been due in 
no small measure to the stimulus provided by our 
profession, the progressive attitude of directors, the 
excellent surveys and publicity given to accounts in 
our jo Accountancy, in the daily Press and 
financial weeklies, and last but no means least, that 
excellent innovation of The Accountant Annual 
Awards. 

Weekly and almost daily one reads of new features 
or different forms of presentation. The omission in 


of vertical or narrative statements is now accepted 
. practice. Rounding off to hundreds or thousands of 
pounds is a growing practice and one that might well 
| be more widely adopted. 
^ However, I consider that those concerned with the 
presentation of accounts should have in mind, not only 
"the statutory requirements and the use to which the 
accounts may be put by informed readers such as the 
financial editors of the Press, but also the desirability 
of including therewith, or separately where more con- 
venient or appropriate, statements of the finahcial 
position and trading operations in a simple form, one 
that could be understood and appreciated by the man 
in the street and the averege worker in the concern. 
But we are all aware of the misleading manner in which 
statistics can be presented with obvious incorrect 
conclusions to be drawn from them, so that it is 
necessary that those concerned should see to it that 
p brevity and simplicity are combined with fairness and 
conciseness in any statements that are issued supple- 
` mentary to the main accounts. 
The apathy of the average shareholder in attending 
meetings is notorious and this may increase with the 
growing practice of the circulation of the chairman’s 
statement with the annual accounts presented with an 
increasing amount of detail. However, it is for con- 
sideration whether annual meetings might not on 
certain occasions, where practicable, be held at the 
company's factory, warehouse, etc., and an opportunity 
_ afforded then, or during the year, for shareholders to 
! view the factory etc., and some of its operations, and 

thus be enabled to take a more intelligent interest in 
~their investment rather than to act as ‘sleeping partners’. 


Exchange of Information 


During recent years there has been a welcome increase 
in the exchange between those concerned of informa- 
tion on manufacturing techniques and costs. This has, 
I think, been largely due to the efforts of and through 
trade associations. 'l'hose concerned have realized that 
great advantages can accrue to them both individually 


published accounts of shillings and pence and the use ` 
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and collectively in increased productivity, greater 
efficiency and lower costs. It is true also that in at least 
some cases this has resulted not only in a saving in the 
use of imported materials and the more effective use of 
labour but also in lower prices. That these are desirable 
objectives is obvious and British industry and com- 
merce is to be congratulated on the steps taken. As a 
profession, we are interested in the exchange of costing 
and similar information and can play our part in 
ensuring that the information that is provided in- 
dividually is in the form in which it can best be used, 
is available at the right time and is as accurate as 18 
reasonably possible. "e 

This -leads to a consideration of the desirability of 
the use of standard terminology and of uniform 
presentation. As to the former, Í think that in the 
sphere of accounting there are obvious advantages in 
the use of common nomenclature and definitions and 
as a necessary concomitant, in analysis. The extent of 
analysis is one for individual businesses to determine 
in relation to the degree of control it is desired to 
exercise but there is a point where collectively the 
results should be comparable and should be such as to 
allow reasonable and effective comparisons to be 
made. 

The matter of presentation is also of importance and 
we are concerned to see that the information obtained 
is set forth fairly and in such a manner that the obvious 
inferences to be drawn from the statement are proper 
and in accord with the facts, and in this context may 
I repeat what I said at the autumn conference in 
Birmingham in 1949, that we should have in mind 
three characteristics — clarity, brevity and certainty. 

I believe that a great deal of good can come from the 
exchange of information, such as I have indicated, 
within members of an industry, usually under the 
auspices of a trade association. There is also available 
the wealth of statistical information now given by the 
Board of Trade, including the results of the censuses 
of production and distribution. These are major steps 
in the national field but really worth-while com- 
parisons can and ought to be made at lower levels, 
namely, individually. . 

I am aware of much that is done in this field in 
certain industries and I consider it should be fostered — 
for years organizations such as the Wholesale Textile 
Association and the Retail Distributors Association have 
obtained really worth-while information as to the 
elements of cost of distribution and have made this 
available to all their members. Much remains to be 
done in this field but, while we may not have com- 
pletely dispelled distrust and suspicion, there is now in 
British industry a real spirit of co-operation in research, 
both fundamental and applied, in manufacturing 
techniques, in the training and the use of labour and 
in the ascettainment, circulation and control of 
Costs. . i - 

In recent years many industries have sponsored the 
publication of costing manuals applicable to their own 
particular industry and recently we, the Society, were 
associated with the Associations of Boot and Shoe 
Manufacturers in the publication of such a book for the 
footwear industry. All concerned are to be con- 
gratulated on this excellent publication. These 
publications are of great value in raising the standard 
of costing in industry and in enabling management to 
get the information they want in a form in which they 
can understand it and at a time.at which they can use 
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it with efficacy. Much still remains to be done in this 
field and there is a great responsibility upon us to 
provide industry with such of our competence as will 
achieve the greatest practical benefit to all concerned. 


REPORT AND ACCOUNTS ADOPTED 


The adoption of the report and accounts for 1956! 
was proposed by the chairman and seconded by 
Mr E. Baldry. The motion was put to the meeting 
and carried. 

Examination Awards 


Tus PRESIDENT: lt is now my pleasure to ask you to 
join in honouring those two members who were 
awarded medals in respect of.the examinations in 1956. 
First; the Gold Medal has been awarded to Mr Victor 
Robert Webb, of Newmarket, articled to Mr Spanton 
of Messrs Oliver Lusher & Co, of Bury St Edmunds. 
He passed both parts of the Final examination at the 
first attempt and was awarded the first certificate of 
merit and a Sir James Martin Memorial Prize. The 
winner of the Silver Medal is Mr Joseph Norman 
Lewins, Assistant District Auditor, Ministy of Housing 
and Local Government. He, too, passed both parts of 


the Final examination at the first attempt and was 


Election of Members of the Council 


Tux PRESIDENT: As members will have seen from the report 
there are twelve members of the Council who retire under 
the provisions of Article 49. Initially five of these members 
intimated their desire to resign from the Council because 
of the convention that members of the Council should not 
seek re-election after reaching the age of 70 years. However, 
in the special circumstances, the Ge members concerned 
were all persuaded to withdraw their resignations until the 
outcome of the integration proposals is known. I will now 
ask Mr Percy Barrowcliff if he will move a resolution. 

Mr C. Percy BAngOwcLIFF: May I take it, Mr President, 
that it will be a composite motion? Otherwise I will have to 
take each member of the Council individually. ` 

THE PRESIDENT: Is that agreed, ladies and géntlemen? | . 

(This was agreed.) 

Mn Barrowciirr: Then I move: 

"That each of the retiring members of the Council who 
retire in accordance with the provisions of Article 49, namely: 
Edward Baldry 


Charles Victor Best 

Albert Blackburn 
' Frank Sewell Bray 

Andrew Brodie 

William Henry Higginbotham 
Charles Yates Lio SE 
Phyllis Elizabeth Marie Ridgway 
Peter Grant Scott Ritchie 
Robert Edward Starkie 
. Joseph Stephenson 
Arthur Herbert Walkey 
be re-elected.’ 
I do not propose to say anyt Ee about the resolution, 
except warmly to commend these gentlemén to you for 

re-election to the Council. The work that has been achieved, 
I think, will stand as their recommendation. 

- Mr Ricnarp A. Witty: I second the proposition. 

MA he proposition toas carried.) 


Remuneration of Auditors 
Mr E. CassLETON ELLIOTT: I have pleasure in moving: 
*(i) n the fee of Mr Stanley I. Wallis, Incorporated Account- 


Nottingham, St is wi to continue in office as 
nadine for a further year, be fixed at one hundred and 


! Extracts from the report and accounts were reproduced in 
The Accountant dated en 27th, 1957, and were mentioned 
in the leading article “The Society's Year’ in that issue, 


awarded a second certificate of merit and a Sir James 
Martin Memorial Prize. 

The winning of a medal is achieved by few of us in 
this particular field, and it is right and proper, in my 
view, that such honours should be conferred at an 
annual general meeting. Those members of the 
Society who have suffered in the past as these young 
fellows have to obtain their initial qualification will, 
I am sure, agree with me that having done so well 
at this first hurdle they will surmount the many 
others that will face them with the same. confidence 
and success as that with which they met the first. 

This must be to them a very proud day. But with 
pride there should be humility. May I say to them 
that the problems before them are also ones of ethics 
and of conscience to determine that which is right, nó 
according to the text-books, but according to their 
consciences, the rules of this Society, and the duties 
that they owe to God and man. 

It gives me great pleasure first to call on Mr Webb 
to present to him the Gold Medal of the Society. 

(Mr Webb received the medal.) 

And now I will present the Silver Medal to Mr 
Lewins. 


(Mr Lewins received the medal.) 


fifty guineas for such year, travelling expenses to be paid 
in addition; an 

'(ii) that the fee of Mr James A. Allen, Incorporated Account- 

ant, London, who ia willing to continue in office as ees 
for a further ear, be fixed at one hundred and 
guineas for such year.’ 
I should like to couple with both these resolutions a warm 
vote of thanks to Mr Wallis and Mr Allen for their services 
to the Society. 

Mr Percy Toora: I have great pleasure in seconding 
that proposition. 

(The proposition was carried.) 

‘THE PRESIDENT: Thank you, ladies and gentlemen, for 
your attendance. 

Mr R. J. Nep: Gentlemen, before we leave this 
meeting I think we should like to record our thanks to the 
President for the manner in which he has occupied the 
chair. It is always a pleasure to see Sir Richard in any | 
guise and it is a greater pleasure to see him sitting up there 
conducting the meeting of The Society of Incorpora 
Accountants. We do thank you, Sir Richard, for the manner 
in which you have conducted us through the business this 
afternoon, and I ask you, gentlemen, to pass this resolution. 

(The resolution was carried with acclamation.) 

Tur PRESIDENT: Ladies and gentlemen, thank you very 
much indeed. I look forward to seeing you all and a good 
many more on June 19th. 


INCORPORATED ACCOUNTANTS’ 
BENEVOLENT FUND 


The annual meeting of subscribers to the Incorporated 
Accountants’ Benevolent Fund followed the Society’s 
annual general meeting with Mr A. A. Garrett, M.B.E., ' 
M.A., & Vice-President of the Fund, in the chair in the ~~ 
absence of Sir Frederick Alban, C.B.E., J.P., F.8.A.A., 
the President of the Fund, who, as President of the 
Chartered Institute of Secretaries, was at that body's 
conference in Cardiff. The sixty-fourth annual report 
of the trustees for 1956 and the accounts were adopted. 

Sir Frederick Alban was re-elected President of the 
Fund; the Vice-Presidents and the trustees of the Fund 
were also re-elected. , 
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The fifteenth annual general meeting of The London 
and District Society of Chartered Accountants was 
held in the Oak Hall of the Institute, on Thursday, 
with Mr W. E. Parker, C.B.E, E.C.A, Chairman 
of the Society, presiding. 

The report of the committee for the year ended 
March 31st, 1957, reproduced in our issue of May 11th, 
was adopted. 

In the course of his address, the Chairman said 
that membership of the Society had increased by 
18 per cent during the year; at March 31st last there 
were 3,172 members. He continued: 


The Society's Wide Area 


'In spite of the 18 per cent increase in our membership 
during the past year, the present total still represents only 
nbout 50 per cent of the potential. The area which the 
Society covers, broadly speaking the basin of the river 
'Thames, extending from Oxford to Southend and embracing 
‘such places as Reading, Bedford, Luton, Hitchin, Hertford, 
' Ware, Bishop’s Stortford and Chelmsford, is admittedly 
' wide and includes many places which are rather remote 
| from Moorgate. But the Society has active groups in 
. Reading and Southend and if such activities are of value 
(as they seem to be thought to be in those places) there is 
no reason why similar groups should not be formed in 
Other centres. Moreover, for those Institute members in 
the area who do come to London from time to time some 
at least of the items in our London programme could be of 
interest or benefit. . 

‘The events in our London programme are arranged by a 
programme subcommittee, and 1 am bound to say that it 
is always difficult to decide what arrangements will best 
fulfil our obligations to members in that respect. The 
luncheons and dinner dance are invariably popular and well 
attended, and the past year has been no exception. The 
evening meetings, however, nearly always give rise to an 
acute anxiety lest eminent speakers, who have probably 
given much time and trouble to the preparation of their 
address, will not in the event have an audience worthy 
of themselves or their labours. I am happy to say that on 
cu occasion ae this past year the anxiety proved to 

e needless. . 


Residential Conference 


‘It has been refreshing and encouraging to find the 
interest which has been taken in our short residential 
conferences. These have been a new venture for the London 
and District Society, though the experience of other 
district societies had shown that they were likely to be 
welcomed. There is no doubt now that they have been, and 
not only because the subject which we chose for the two 
held during the year- “Management accounting" — is a 
' subject of particular interest both to members on the 
practising side and to those in industry. While the choice 
_ ef subject for such conferences is obviously important, it 
seems clear from the district societies’ experience (in- 
cluding now our own), as well as from that of the Institute's 
annual Summer Course at Oxford, that many Institute 
members find that they gain real benefit from the opportuni- 
ties which a residential course provides for the mutual 
exchange of views, experiences and problems between 
Institute members drawn from a wide cross-section of the 
profession. We hope that the residential conference on 
taxation which we are arranging for November 7th-oth 
at Eastbourne will provide further such opportunities. 
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Advice to Members 


‘I would like in this context to encourage members (and 
their articled clerks) to make more use than they do of the 
services of our Advice to Members and Articled Clerks 
Committee. This is a service which I believe could be most 
valuable, particularly, for example to smaller practitioners 
who may not have ready access to experienced professional 
colleagues whom they can consule S peaking as a partner 
in a big , | know what a EE help it is to be 
able to pick other people's brains and experience and even 
merely to have someone to talk at (whether or not you 
want to listen to the reply). Having given that exhortation 
I ought to make it clear that we do not offer to conduct 
members’ practices for them! Broadly speaking, the help 
we can give is that which is not available to members 
elsewhere on payment of a fee; it embraces such matters as 
professional conduct, relations between partners and with 
other professional firms, personal problems connected 
with practices or with members' employment in industry, 
and relations between principals and articled clerks. It 
would not normally include advice on specific accounting 
or taxation matters. 


Discussion Groups 


*Because our four discussion groups provide a forum for 
the discussion of professional problems we are anxious that 
they too should have all the help we can give them — and 
that we should have all the help they can give us. To that 
end we have recently held a joint meeting of representatives 
of the Groups and of our Committee and have agreed on a 
number of steps which we hope will strengthen the relations 
and contacts between us without in any way limiting the 
Group's own freedom and independence. ... 


Two Major Events 


"We meet now under the shadow of two major events, one 
of the greatest national importance to accountants and the 
other of particular importance to the London and District 
Society. I refer to the integration scheme and to the holding 
of the Institute's 1958 autumn meeting in London. The 
latter is already involving us in preparatory work and I have 
no doubt that our Conference Committee now set up 
under the chairmanship of Mr C. W. Aston will have a 
great deal of hard work to do. , 

The Chairman expressed ` appreciation of the 
assistance he had received during his year of office 
and paid special tributes to Mr E. K. Wright, vice- 
chairman, and Mr J. W. G. Cocke, honorary secretary. 
He also expressed the thanks of the Society to Mr W. 
Robinson for his long service as a member of the 
committee for fifteen years, and who has now decided 
not to stand for re-election. 


Elections to the Committee 


After the adoption of the annual report, the election by 
ballot of the following members to three vacancies on the 
committee was announced: 

Members in practice: Messrs C. Romer Lee, M.A., F.C.A., 
A. G. Touche, F.c.a., and A. P. Hughes, F.C.A4. 

No election was necessary in the following categories, 
those nominated filling the vacancies: 

Member in the service of a practising accountant: Mr P. R. 
Bradshaw, A.C.A. 

Members neither in practice nor employed i in the service of 
à practising accountant: Messrs C. W. Aston, A.C.A., and 
D. C. Urry, A.C.A. l 
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Notes and Notices 


-THE SOCIETY OF INCORPORATED 
ACCOUNTANTS 


PRESIDENT AND VICE-PRESIDENT RE-ELECTED 


At a meeting of the Council of The Society of Incor- 
porated Accountants held at the conclusion of the 
annual general meeting on May rsth, Sir Richard 
Yeabsley, C.B.E., F.C.A., F.S.A.A., was re-elected Presi- 
dent of the Society and Mr Edward Baldry, F.8.A.A., was 
re-elected Vice-President. 


SPECIAL INTEGRATION MEETING 


The extraordinary general meeting to approve the 
schemes of integration of the Society with The Institute 
of Chartered Accountants in England and Wales and 
with the Scottish and Irish Institutes is to be held on 
Wednesday, June roth, at 2.15 p.m., at the Royal 
Festival Hall, London. A poll will be taken by post 
after the meeting, irrespective of the result of the vote 
taken by a show of hands at the meeting. 


PERSONAL 


Mzssas RAWLINSON, ALLEN & WHITE and Messrs 
Joun D. McCruns & Co announce the amalgamation 
of their practices as from May 1st, 1957. The partners 
` in the new firm are Messrs J. S. WHITE, F.8.A.4., 
N. G. WHITE, F.c.A., R. E. MCCLURE, M.B.E., F.C.A., 


W. R. PEATTIE, A.8.4.4., and H. G. BROWN, A.c.a. The 


practice will be carried on under the style of 
RAWLINSON, ALLEN & Wuire & Co, at 1-7 Ocean 
Buildings, 2 Donegall Square East, Belfast, with 
branches at Armagh, Omagh, Larne, Enniskillen, 
Bangor, Sligo and Ballymoney. 

Messrs Evans, FRIPP, Deen & Co, Chartered 
Accountants, of Farleigh House, Lawrence Lane, 
Cheapside, London, EC2, announce that as from 
May ist, 1957,. they have admitted to partnership, Mr 
GORDON LESLIE ARTHUR Davis, A.C.A., who has been 
associated with them for some time. The name of the 
firm will remain unchanged. 


PROFESSIONAL NOTES 


Mr Ian M. Whyte, C.A., A.C.L.8., A.C.W.A,, has been 
appointed secretary of Hartley Baird Ltd as from 
May rst, 1957. 

Mr C. W. Reeves, A.8.4.A., formerly accounts officer 
at British Road Services Headquarters, has now been 
EE chief financial officer. 


IN PARLIAMENT 
Income Tax: Retired Persons 
Mr McKay asked the Chancellor of the Exchequer 
what benefit will be obtained from the improvements 
proposed in the Budget for the aged, in the case of a 
married man retired with an irisurance retired pension, 
due to increments, of £208, and: superannuation of 
£221 making a total income of £429; what his income 
E would be in 1956-57; and how much less in 1957- 
Mr PowzLL.: His income tax will be £14 1os od 
in 1957-58, compared with £14 14s 11d in 1956-57. 
Hansard, May 13th, 1957. Written Answers. Col. 6. 


May 25th, 195 










RESTRICTIVE PRACTICES COURT 


The appointment of Mr W. G. Campbell, B.A., F.C.A, 
as a full-time member of the Restrictive Practices 
Court set up under the Restrictive Trade Practices 
Act, 1956, was announced in last week's issue of The 
Accountant. ln addition to Mr Campbell, another 
chartered accountant, Sir H. Stanford Cooper, r.C.A., 
a director of the Ford Motor Co Ltd, and chairman of 
the advisory committee to the Revolving Loan Fund, 
Ministry of Agriculture, Fisheries and Food, has also 
been appointed a full-time EDS of the Court. i 


AMERICAN AWARDS FOR ACCOUNTING, 
STUDENTS 


Mr R. Crawshaw, Mr J. R. Gould and Mr B. 
Corbishley who are studying at the London School of 
Economics for the B.Sc.(Econ.) degree and specializing 
in accounting, have been awarded fellowships to study 
accounting in the United States during the academic. 
year 1957—58. 

Mr Crawshaw has been awarded a graduate research 
Assistantship at the Massachusetts Institute of Tech- 
nology; Mr Gould has been awarded a Theodore 
Cuyler Junior Fellowship at Princeton University, and 
Mr Corbishley has been awarded a graduate Assistant- 
ship at the University of Indiana. 


OPENING OF NEW COMPUTING CENTRE 


The data-processing centre and new headquarters o 
IBM United Kingdom Ltd at 101 Wigmore Street, 
London, Wi. was opened last Tuesday by the Rt. 
Hon. Lord Mills, K.B.E., Minister of Power. 

The centre is based initially on an IBM 650, 
a high-speed digital computer which is now in produc- 
tion at the company's factory at Greenock. The 
computer is augmented by a service bureau of punched- 
card accounting machines, calculators and auxiliary 
equipment and, together with the necessary staff for 
programming, is now available on hire to conimercial 
and industrial organizations and for work on scientific 
and mathematical problems. à 


INSURED EXPORTS IN 1956-57 


The year ending March 31st, 1957, was a record one 
for the Export Credits Guarantee Department. Com- 
mercial business (under Section 1 of the Export 
Guarantees Acts) declared as shipped was, at £445°7 
million, 14:3 per cent up on the previous year's 
business (/4389:9 million) and topped the previous 
peak year record of £420°9 million for 1951-52. 

The face value of policies issued during 1956-57, 
at £726 million, was almost 50 per cent up on the . 
previous year's figure, and should be reflected in a 
further incresse in business declared in the current x 
year. Short-term and extended-terms policies issued 
(for business up to a maximum credit period of two 
years) increased in value by 34 per cent, and medium- 
term policies issued were more than doubled in value. 

Claims payments increased from £2°3 million in the 
previous year to £54 million — a figure only exceeded 
twice before; these heavy claims payments were 
offset, however, by recoveries of £5°3 million, the 
highest i in any year. 


H 
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THE NOTTINGHAM SOCIETY OF 
CHARTERED ACCOUNTANTS 


The report of the committee of The Nottingham 
Society of Chartered Accountants for the year ended 
December 31st, 1956, presented at the Society’s annual 
"meeting held on May 14th, records a small increase in 
the number of members during the year, bringing the 
total membership to 248. 

Three luncheon meetings were held, when addresses 
were given by guest speakers, and the committee of the 
Society's students’ tuition scheme reports that the 
Saturday morning tuition classes were continued 

‘throughout the year and that the number of articled 
clerks enrolled was substantially higher than for several 
years past. 

: The annual report of the Society's Derby Branch 
eer an active year during which three lecture 
meetings and a luncheon meeting were held, together 
with a visit to Rolls-Royce Ltd when the firm's account- 
ing methods were studied. There was also a very 
successful annual dinner attended by  ninty-two 

members and guests. 
The following officers of the Society have been elected 
| for the ensuing year: - 
|^ President: Mr R. W. Cox, F.C.A. 
Vice-President: Mr H. B. Bradfield, M.C., T.D., F.C.A. 
' Hon. Secretary and Treasurer: Mr ds "Ashton, F.C.A., 
Park House, Friar Lane, Nottingham. 


THE OXFORD CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY. 


2 
‘The report for 1956 of the committee of The Oxford 
Chartered Accountant Students’ Society shows that 
, membership at the year-end was 79, an increase of 
one member over the previous year's total. 
~ A series of seven lecture meetings and an ‘Any 
Questions’ evening were held during 1956 and the 
‘Cost and Works’ and Certified Accountants’ Societies 
again invited members to attend their lectures. 
Thirteen" members of the Society attended the 
London Students’ Society’s residential course at Balliol 
‘College in September and again found’ the course of 
great value. Other activities included a successful annual 
dance and visits to the annual dinners of the London 
and Birmingham Students’ Societies. At sport, four 
is fixtures and two cricket matches were arranged. 
The following officers and other members of the 
committee have been elected for the year 1957—58: 
President: Mr W. E. C. Offer, F.C.A. 
Immediate Past President: Mr H. Tonge, ¥.c.a. 
Vice-President: Mr H. J. ot ^d GA. 
Hon. Secretary: Mr G. T indows, c/o Critchley, 
Ward & Pigott, Boswell House, 1-5 Broad Street, Oxford. 
Hon. Treasurer: Mr P. Grainge. 
Hon. Librarian: Mr G. J. Broadley. 
Hon. Assistant Secretary: Mr N. G. Hughes. 
Other Members of the Ge ae Messrs J. F. Ray, 
F.C.A., Be e er Ade iE Jenkips. 
Hon. Auditors: Messrs O. B. T. Bennett, F.c.a., and 
Q8 A. Paine. l 


To 





56 VICTORIA STREET, LONDON, SWI 


JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT A MACHINERY, Etc. 
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CHARTERED ACCOUNTANTS’ 
GOLFING SOCIETY 


The fifty-eighth annual meeting of the Chartered 
Accountants’ Golfing Society was held at Hylands 
Hotel, Filey, on May 4th, twenty-five members being 
present. The retiring President, Mr J. B. Pittman, 
was re-elected for the ensuing year as were the Vice- 
Presidents, Messrs L. R. Elcombe, C. E. M. 
Emmerson, D. V. House, L. E. Parsons and R. J. 
Pigott. Mr D. V. House was re-elected hon. secretary 
and treasurer and Mr J. B. P. Williamson was re- 
elected match secretary. Mr J. S. Hyland was re- 
appointed hon. auditor. Mr C. I. Steen was elected 
captain to succeed the retiring captain, Mr H. Lemmon. 

Competitions were played at Ganton Golf Club on 
May 4th and sth and despite the cold wind all those 
who attended spent a most enjoyable week-end in very 
comfortable surroundings. 

Leading scores were as follows: 


: SATURDAY MORNING 
A. W. Coleman 


(14) 24 + r2} = 36ł 
Wins Captain’s Prize and Ernest Cooper Cup. 
H. Wilcock (18) 18 + 151 = asi 
Wins Second Prize 
C. I. Steen Dä 21 + ral = 33l 
W. B. Henderson ( 27 + 54 = 32} 
ins Scratch 
G. G. Youngs ed at + rof = 314 
P. H. Blandy I8) 13 + 15% = 284 
D. W. Gibson (8) ar+ = 28 
SATURDAY AFTERNOON 
pn and G. G. Youngs (12) 2 points 
rize with better score over last 9 holes. 
32 points . 


p. EE H, Blendy (1 Ho es and R. A. Daniel (10) 


L. * KEREN (17) and J. B. Pittman (11) SN. Ze 
B. Emmerson (1a) and D. G. Richards (12) Ar. o 


SuNDAY MORNING 
C. C. Living (15) and W. B. Henderson (6) 


20 + 9%- = 29% 
Wins First P 
C. I. Steen dione and G. G. Youngs (12) 


Wins Second Prize. 
F. Green (11) and D. G. Richards (12) 
I6 + 10% = 264 


H. G. J. Foulger (14) and P. H. Blandy (18) 


7+ 11 = 284 


12 + 14 = 26 


THE INSTITUTE OF BANKERS 


At the seventy-ninth annual meeting of The Institute 
of Bankers held on May 8th, at ro Lombard Street, 
London, EC3, Mr T. M. Bland, a director of Barclay's 
opm Ltd, was re-elected President for the ensuing 


"The annual report of the Council for 1956-57, which 
was adopted, shows that membership at January rst, 
1957, reached the record figure of 42,214, an increase 


of 561 over the total for the previous year. 






Telephone: Victoria 2002 (3 lines) 
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THE NORTHERN CHARTERED 
ACCOUNTANT STUDENTS’ SOCIETY 


The report for 1956 of the committee of the Northern 
Chartered Accountant Students’ Society records a 
membership at the year-end of 396, a decrease of 
24 on the previous year’s total. 

An extensive programme of lecture meetings was 
held during 1956, but the highlight of the year was the 
sixth annual residential course which took place at 
University College, Durham, from March 23rd to 
26th. The course was divided into Final and Inter- 
mediate classes and the high standard of previous 
years was well maintained. Saturday morning tuition 
classes were again held, but the committee considers 
that many students fail to realize their great value as 
the attendance was not as high as was hoped. for. 

. The North Western Branch of the Society also held 
a comprehensive series of lecture meetings. 

The following officers and committee were elected 
at the Society's forty-second annual meeting: 

President: Mr T. C. Squance, O.B.E., T.D., D.L., B.A, F.C.A. 

Chairman: Mr S.-H. Reilly, 

Vice-Chairman: Mr K. Patterson, A.C.A. 

Don, Treasurer: Mr G. Murrin. 

Hon. Secretary: Mr B. H. Newton, A.C.A., c/o Messrs Percy 
F. Ward & Co, 26 Eslington Terrace, " Newcastle upon 
'Tyne, 2. 
eg Auditors: 

GE Qualified — Messrs R. J. Churchill, M.A., A.C.A., 
E. S. Johnson, a.c.a., R. A. D. Thompson, A.C.A. Ordinary — 
Messrs D. J. Croucher, M. Harris, J. E. Mattinson, G. E. 
Parkinson, W. F. Partridge, G. Whitehead. Ex- Officio — 
Mr R. P. Winter, M.C., T.D., D.L., F.C.A., and Mr R. Mould 
Graham, O.B.E., M.C., T.D., D.L., F.C.A. 

A place left vacant on the committee will be filled by a 
representative of the Society's North Western Branch. 


Messrs F. 5. "Thompson: F.A, R 


OXFORD UNIVERSITY APPOINTMENTS 
COMMITTEE 


The report for 1956 of the Appointments Committee 
of the University of Oxford, issued recently, states 
that there were 2,709 men registrants in the year. 

The number. of vacancies notified by employers 
during the year totalled 8,246 of which 5,186 called 
for men with scientific qualifications. ‘The demand for 
arts men for industry and commerce continued its 
upward trend with an 8 per cent increase; within this 
field, industrial vacancies rose by 17 per cent. Taking 
the non-technical industrial and commercial vacancies 
as a whole, the committee found that 89 per cent of 
notifications revealed interest in how the candidate 
worked and what part he played in college and univer- 
sity life, rather than in the subject he read. 

. À table giving details of the appointments obtained 
through the committee in 1956 shows that of the 
784 posts filed, Go were in Government service, 
291 in education and 390 in industry and commerce. 
Of the 784 posts obtained, 556 were filled by men 
taking their first job on completing their studies or 





























coming out of National Service. Of this latter group, 
39 posts were in finance (including accountancy. 
actuarial and cost control). 

The report of the Women's Secretary states that 
the number of registrations carried forward from the 
previous year totalled 224; registrations revived during 
the year numbered 171 and there were 218 new 
registrations. The number of posts filled through the 
committee's introduction dropped from the exception- 
ally high total (223) achieved in 1955; the figure for 
1956 being 197, of which 65 were educational, 116 
general and 16 vacation posts. 


ANNOTATED TAX CASES 


Part 6 -the concluding part - of Volume XXXV ‘of 
the Annotated Tax Cases, edited by Mr Roy Borneman; 
Q.C., is published today and contains reports, with 
notes on the judgments, of the following cases: 
CIR. v. Highams (Saftex) Limited (Ch.D.); Gatehouse 
v. Vise (Ch.D.); Mitchell Brothers o. Tomlinson (Ch.D.); 
3. & C. Oliver v. Farnsworth (Ch.D.); British Estate | 
Investment Society Limited v. Jackson (Ch.D.); C.I.R. 

v. London Investment and Morigage Company Limited 
(CA): Annis & Company Limited v. Pyrah (C.A.); 
Peter Pan (Coats) Limited v. C.I.R. (C.S.); C.I.R. v. 
Escoigne Properties Limited (C.A.); Moriarty v. Evans 
Medical: Supplies Limited (C.A.); Wigram Family 
Settled Estates Limited v. C.I.R. (C.A.); C.I.R. v. 
Hobhouse (Ch.D.); Jackson v. Laskers Home Furnishers 
Limited (Ch.D.); Hannay v. C.I.R. (C.S.); CIR. v. 
South Georgia Company Limited (C.S.); CIR. v.” 
Patrick Thomson Limited, C.I.R. v. J. © R. Allan 
Limited, C.I.R. v. Pettigrew & Stephens Limited (C.S.); 
The ‘Telemachus’ (D.P.A.); Bolam v. Regent Oil 
Company Limited (Ch.D.). The index of cases and | 
subject-matter for the volume will be published 
shortly, after which the volume may be bound. 

The annual subscription to the Annotated Tax 
Cases is 30s post free, the publishers being Gee & Co 
(Publishers) Ltd, 27-28 Basinghall Street, London, 


EC2. 
SEVENTY-FIVE YEARS AGO 
From The Accountant or May 27TH, 1882 
A leading article entitled 
Tue INSTITUTE DINNER — 3 

We understand that the Council of the Institute of 
Chartered Accountants in England and Wales have, 
owing to several unforeseen circumstances, decided to 
postpone indefinitely the Dinner which was to have 
taken place after the General Meeting to be held on the 
7th June next; and, we think, for several reasons which 
it is unnecessary to mention, and notwithstanding the 
desirability and the wide-spread wish of the members 
that an Inauguration Dinner should take place, that 
the Council have acted wisely in postponing to a more 
convenient season an event which, whenever it takes | 
place, will lose hone of its importance in consequence | 
of being somewhat delayed. 


EZE 


SS, 


MOTOR — FIRE — CONSEQUENTIAL LOSS 


CAR & GENERA 


83 PALL MALL, LONDON, SW1 





INSURANCE 
. CORPORATION | 


L? 


The Recognized 
Weekly Organ for 
Chartered Accountants 
and Accountancy 
throughout the World 


CONTENTS 
; Page 
Standardizing Tax Codes 64: 
| Biography of a Banker 642 
The Finance Bill V 643 


The Overseas Audit Service: 
Opportunities for an Inter- 
esting Career 


by Str John Worlledge, K.B.E., 
C.M.G., Director General of 
the Overseas Audit Service — 645 


North American Comment- 
ary- LXXX: Current Ac- 
counting Opinions in the 
United States and Canada 


by Kenneth F. Byrd, M.A., 
_B.Sc.(Econ.), A.C.A., C.A. 
(Canada), Professor of Ac- 
counting, McGill University, 
Monireal 646 


The Accounting 
"Panorama - II 
L by J. M. S. Risk, B.Com., 
Ph.D., C.A., F. C. W.A., 
ACLS., MLI. A., Controller 
of Accounts, The Brush Group 
-Ltd 648 


Taxation Problems and the 
Common Market 
by Dr K. H. Dronkers, Acting 
General Secretary, The Inter- 
national Fiscal Association 653 


Weekly Notes 659 
Reviews 661 
Finance and Commerce ` 662 
Correspondence 
Registration of the Profession 
- In Lighter Vein 666 


Seventh National Taxation 
Conference 
Torquay, October 18th to 
218t, 1957 667 


The Institute of Municipal 
_-Freasurers and Accountants 


Annual Conference in | Edin- 
burgh 668 


Notes and Notices 671 


London Students’ Column 


News from the London 
Chartered Accountant Stu- 
dents’ Committee 672 


THE 


ACCOUNTANT 


ESTABLISHED. 1874 


JUNE IST, 1957 VOL. CXXXVI. NO. 4302 


STANDARDIZING TAX CODES 


URING the darkest days of the Second World War, 
I» WINSTON CHURCHILL, as he then was, made the 

dramatic suggestion of a complete union between the 
United Kingdom and France. The practical difficulties of realizing 
this bold and imaginative conception would, of course, have been 
enormous — not least in the harmonization of two very different 
tax systems. 

The recent steps taken towards a European Common Market 
are evidence of a persisting desire for a rapprochement between 
the different countries in this war-torn continent. DR K. H 
DRONKERS, Ácting General Secretary of the International Fiscal 
Association, in a lecture to the United Kingdom Branch which 
we reproduce in this issue, has put forward a suggestion which 
today seems equally bold but. may well be regarded in years to 
come as an obvious step. In his examination of the idea of a 
common market, with all the enormous advantages it would 
bring, DR DRONKERS points out that internal indirect taxation, as 
well as customs duties, in the various countries would have to be 
harmonized, moreover he shows that such harmonization will be 
very difficult to achieve without a measure of harmony between 
the systems of direct taxation in the various member States. 

Great Britain occupies a special position in the field of direct 
taxation. An undoubted pioneer, she has at the same time been 


Conservative in some aspects, for example in persisting in her right 


to tax the. income of residents wherever it is earned. The new 
exemption for overseas trade corporations shows a significant 


change of heart and is a big step towards harmonizing the British: 


system with foreign ones, though much remains to be done. The 
infinite variations in tax law between different countries cause 
endless complications and lead to the expenditure of a vast 
amount of time and energy in the setting off of one country's 
system against another for the purpose of tax avoidance. Bilateral 
treaties have so far only touched the fringe of the problem. 
Dr DRONKERS points the way to a more fundamental approach. 
It is noteworthy of the British system that it has served as a 
model for many systems in the dominions and colonies of the 
Briish Commonwealth. Indeed, the income tax ordinances of 
several colonies follow so similar a pattern, that each can draw on 
the case law of other colonies in interpreting its own income tax 
legislation. This common fund of case law is of very considerable 


value, as is the fact that experts in one system of law are able to: 


apply their knowledge more readily to other systems. It would 
be a great achievement if EES facilities were available 
throughout Europe. 


H 
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d - BIOGRAPHY OF A BANKER 


HE most revealing thing about Lorp 
NORMAN that emerges from the late Sir 
Henry CLaY's book,! is the fact that it is 
almost entirely concerned with his professional 
life. Out of nearly 500 pages, fifty-one at the 
beginning deal with his. background and early 


years; sixteen at the end are devoted to “The. 


Man’. The bulk of the book.consists of the most 
informed account yet published of an era of 


economic history, brilliantly expounded by one. 


who was intimately connected with the events and 
policies described. 

At the centre of things stands a great banker: 
continually carrying a load of responsibility which 


would have overwhelmed a lesser mind; continu- - 


ally faced with decisions to be taken in a world 
gone awry. To. find the man we have to look at 
the banker. Norman hated the kind of personal 
publicity which is common today. He went out 
of his way to be aloof, and in these. pages he 
almost seems to be clinging still to the veil of 
mystery with which he surrounded his ue So 
little 18 it lifted. 

.MoNTAGU NORMAN had banking i in i blood. 
He was the eldest son of a partner in Martins 
Bank, and grandson of the leading English partner 
of Brown, Shipley & Co. From the outset of his 
career, international banking made the strongest 
appeal to him, and it was with this latter firm that 
he gained wide experience. His independent mind 
and naturally dominating personality did not 
make him an easy colleague at any time, but of his 


ability there was no doubt.and as early as 1907 he. ` 


was elected a director of the Bank of England. His 
service to the Bank, begun. when he was 36, was to 
last until 1944, when he retired at the age of 73 

International in outlook both by training and 


inclination, it fell to his lot to face world problems: 


of unprecedented intricacy. Never. during. his 
years as Governor of the Bank of England, which 
began in 1920, were things ‘normal’ as his fore- 
bears understood that-word.- Add to his natural 
dislike for explaining himself the. long. tradition 
of secrecy which he inherited at the -Bank,- and 


there can be small wonder ¿that NoRMAN's - 


decisions were often severely. criticized, not only 


by those of his countrymen who disagreed with. 
P i Lord Norman, by Sir Henry Clay. Ee & Co Led, 


London. Price 36i net. 
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. burdens he had carried for so long, his colleagues 
recorded their “profound appreciation’. of his 


‘unprecedented change and stress’ 
` sensibility. of. his ‘ability, industry, uprightness 
‘-and-resource:. The verdict of "— may well 
- : be found in ‘those words. 


his policy, but by countries whose conflicting 
interests in the aftermath of the First World War 
were impossible to satisfy. 

In all the world-wide questions of war debts, 
reparations and loans, in the crises which 
followed one another in Europe; in the develop- 


ment of the Bank to take a more direct part in the 
restoration of industry; and once again in the 


problems produced by the Second World War, 
NORMAN showed himself to be statesmanlike and 
courageous. This book is most valuable for the 
light it throws on events as they occurred, and 
in showing with what delicacy and determination 
the. Governor had to walk. 

. Norman has been blamed and criticized on 


many counts —at times no doubt with justif- 


cation — yet it is exceedingly doubtful whether 
anyone else could have steered more successfully 
through stormy waters. He has been accused — 
particularly with regard to the return to the gold 


. standard in 1925 — of looking at British economic 
problems only in an international setting and~ 


ignoring domestic issues. Two international con- 
ferences, in 1920 and in 1922, had pressed 
strongly for a return to gold as the only effective 
step towards stability of currencies, and NORMAN 
himself regarded it as essential to the restoration 
of Britain’s economic position. When the slump 
in world prices and the Central European crisis 
drove Britain off gold once more in 1933, it 
must not be forgotten that confidence in gege 
was maintained. 


tinually faced seemed to multiply rather than 


June 1st, 1957. 


The problems with which NORMAN was con- | 


. diminish as. time went on, and the 'thirties, with 
.. the‘ gradual decline of the position in Germany, 


and the general feeling of insecurity, brought new 


. difficulties. When war broke out, he it was who 


insisted on moderate interest rates. for war 
borrowing, and he always kept in view the needs 
of British industry in the post-war years. When 
at last, forced by ill health, he laid down the 


manifold. services 'during twenty-four years of 
and their 


i 
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THE FINANCE BILL — V 


Beneficial Occupation of Flats etc. 
LAUSE 15 seeks to reverse the decision in 
( Gatehouse w. Vise and to set at rest the 
conflict between Sections 109 (1) (c) and 
113 of the Income Tax Act, 1952. The Court of 
Appeal has held that the tenant of a flat at a small 
rent for which he had paid a large premium was 
not the ‘owner’ for the purposes of Section 113, 
but that the landlord was assessable in respect of 
the whole building under Section 109 (1) (c). This 
decision meant hardship for some landlords, parti- 
cularly. those who had not received the premium 
in question, and clause 15 provides for the assess- 
ment of the tenant instead. 
For Schedule A assessment purposes, where 
(a) a distinct part of a house or building; 
(b) 1s separately occupied; 
(c) by a tenant of the landlord of the entire 
house or building; 
that distinct part 
(i) may be treated as a distinct house or 


72 building; and 


(ii) shall be so treated if, on appeal by the 
landlord against an assessment on him, it is 
Shown that the tenant holds the distinct 
part under a letting for a year or more 
either rent-free or at a rent less than the 
net annual value. 

As regards (c), occupation by sub-tenants of 
the tenant will be treated as occupation by the 
tenant, for the purposes of the clause. 

For any part of the building which is not 


kwithin the clause, the landlord who but for the 


clause would have been chargeable under 
Section 109 (1) (c) for the whole building will 
be so chargeable in relation to that part. 


OVERSEAS TRADE CORPORATIONS 
Part IV of the Bill, consisting of clauses 20-34, 
with Schedules IV to VIII inclusive, comprises 
the necessary legislation for defining 'overseas 
trade corporations’ and conferring on them 


„exemption from income tax and profits tax on 


profits made abroad. 

Clause 20 sets out the broad qualifications, 
clause 21 sets out a number of overriding dis- 
qualifications. Clause 22 confers the income tax 
exemption and imposes the Fourth Schedule 
which provides for minor consequential income 


tax changes. Clause 23 charges tax on dividends 
paid out of exempt income and the Fifth Schedule 
shows how the necessary allocation of dividend 
to exempt income is to be made. Distributions 
(other than dividends) out of exempt income are 
to be taxed on the lines laid down by the Sixth 
Schedule, imposed by clause 24. 

Clause 25 provides for credit for foreign taxes 
against tax charged under Part IV. Profits tax 
exemption is conferred by clause 26 which also 
applies the consequential provisions of the 
Seventh Schedule. Clause 27 deals with the 
determination of the status of a company as an 
overseas trade corporation and changes in that 
status; while the Eighth Schedule deals with the 
consequential effects of the changes. 

Clause 28 is directed against tax avoidance by 
transactions which are not made at arm's length. 
Where a person transfers part of his business to 
an overseas trade corporation which he owns, 
clause 29 provides for the avoidance of double 
assessment arising through the operation of the 
rules for the basis of assessment. 

'The provisions for surtax directions are modi- 
fied in relation to overseas trade corporations, 
by clause 30. Under clause 31 the Inland Revenue 
are given wide powers to make regulations. 
Clause 32 distinguishes 'trading income' (which 
alone is exempted) from ‘investment income’. 
Clause 33 is the interpretation clause and clause 


34 deals with the transitional provisions for 


1957—58. The definitions below in clause 33 (1) 
will be used in the exposition which follows: 


` ‘Capital allowances’ means allowances made 
under Part X or Part XI of the Income Tax Act, 
1952, except that it does not include an allowance 
given by way of deduction in computing profits or 
gains or losses; 

‘Company’ includes any body corporate; 

‘Dividend’ means any distribution made by a 
company to its members out of its trading profits 
or other income; 

‘Hire-purchase agreement’ has the same mean- 
ing as in the Hire-Purchase Act, 1938; 

‘Securities’ includes shares, bonds, debentures 
and debenture stock; 

‘Share’ includes ‘stock’; 

‘Trade’ has the same meaning as in the Income 
Tax Act, 1952. 


For brevity, an overseas trade corporation will 


be referred to as 'O.T.C.'. 


644 ACCOUNTANT | June Ist, 1957 


Qualification as Overseas Trade Corporations 


To qualify as an O.T.C., a company must 
(1) reside in the United Kingdom; and 
(ui) either 
(a) carry on a trade outside the United 
Kingdom; or . 
(b) be a non-trading company 
(a) having a subsidiary which is itself 
an O.T.C. trading outside the 
United Kingdom; and 
(b) not having a subsidiary which re- 
sides here without being an O.T.C.; 
and 


(ii) not be disqualified under clause 21. 

The disqualifications can be briefly tabulated 

thus: 

(1) Trading in the United Kingdom, apart 
from having the central management and 
control there (which the O.T.C. is bound to 
have if it is resident). There is an exception 
in favour of sales through brokers in 
recognized markets where "be virtue of the 
Income Tax Act, 1952, Section 373 (1) 
that... broker cannot be charged in respect 
of the company’s profits’. (This is an odd 
piece of drafting, seeing that Section 373 
only applies to non-residents whereas an 


O.T.C. is ex hypothesi resident.) 


(2) In the case of exports from the United 
Kingdom: 

(a) delivery of the goods to the company 
otherwise than on board the ship or 
aircraft; or 

(b) the fact that the seller to the company 
does not bear all charges, expenses 
and insurance up to delivery on 
board; or 


(c) provision of services or payment of 
money (beyond the purchase price) 
by the company relating to things 
done in the United Kingdom. (This 
disqualification 1s intended to prevent 


hidden export subsidies to which ` 


other nations might object.) 

(3) (a) Carrying on banking, moneylending, 
hire-purchase, finance, security dealing, 
insurance, shipping or air transport; 

(b) carrying on a trade where the receipts 


are mainly (1) payments for professional 
or vocational services of individuals 
ordinarily resident in the United King- 
dom; or (ii) in respect of copyright in a 
book whose author is ordinarily resident. 
(Clause 21 (3) speaks of 'the' trade of 
the company; as though a company 
could only carry on one trade.) 

(4) The receipt of payments for the use of 
property, which are deductible in comput- 
ing the profits of a trade carried on wholly 
or partly in the United Kingdom. There is: 
an exception in favour of investment income 
(which, of course, is not exempt) and the 
company can opt to treat the payments as 
investment income. 


(5) The fact that the profits from the whole 
trade are neither chargeable outside the 
United Kingdom to some tax similar in 
character to income tax or profits tax nor 
would be so chargeable even if everywhere 
outside the United Kingdom there was a 
tax corresponding in all respects to British 
income tax on the profits of trades exercised 
there. 

(6) Carrying on a trade in the Irish Republic. ' 
(it is not clear whether carrying on a small 
part of the trade in the Irish Republic 


would disqualify.) 


Income Tax Exemption 


The Income Tax Acts are to apply in relation to 
‘any trade carried on by an O.T.C.’ as if it were 
being carried on wholly outside the United 3 
Kingdom by a non-resident. The Acts are to | 
apply in relation to trading (but not investment) | 
income arising to an O.T.C. as if it arose to a 
non-resident (clause 22 (1)); 

This general provision is amplified by clause 
22 (2) as follows: 

(a) the trading income is excluded from the 

charge to income tax; and 


(5) no loss relief in respect of the trade is to be | 
. given by set-off against investment income. 
Clause 22 (3) preserves the right to deduct | 
standard rate tax from dividends notwithstanding 
the exemption, and the right of the recipient to 
reliefs in respect of the tax deducted. 


(To be continued.) 
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HE Overseas Audit Department, formerly 

known as the Colonial Audit Department, 

became a separate entity in the year 1910. 
Before that date, the accounts of the various 
colonial governments were audited by the Colonial 
Audit Branch of the United Kingdom Exchequer 
and Audit Department. 'l'oday the great majority 
of the accounts of the colonial territories for which 
the Colonial Office is responsible are within the 
orbit of the Overseas Audit Department, as are 
those of the South African High Commission 
territories of Bechuanaland, Basutoland and 
Swaziland, which come under the control of the 
Commonwealth Relations Office. 


Organization 
The department consists of a central office in 
London and an audit department in each terri- 
tory. The central office and the various audit 
-ndepartments are all staffed by members of the 
M overseas audit service, such officers being inter- 
changeable between headquarters and the terri- 
tories, and direct between the territories them- 
selves; in addition each audit department has a 
local staff which is drawn from its own Civil 
Service. | 
At the head of the Overseas Audit Service is 
an executive director general, known as the 
Director General of the Overseas Audit Service, 
who is appointed by the Secretary of State for 
- the Colonies and who is responsible for the 
supervision of the audit of the public accounts in 
those territories the accounts of which are 
examined by his officers. 
The public accounts in the territories con- 
cerned include not only those of each central 
government, but also, in many cases, the accounts 
of local authorities and other accounts of a quasi- 
government character. The audit departments may 
, be- required to audit all such accounts and, 
‘ additionally, the accounts of many outside bodies, 
Corporations, etc., some of which are in receipt of 

financial assistance from the central governments. 

Another important field of work for the audit 
departments is the audit of all expenditure out of 
grants and loans, e.g. assistance under the Colonial 
Development and Welfare Acts, made to the 


In recent years there has been a great extension 


territories by the United Kingdom Government.’ 
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in the work and activities of the audit depart- 
ments and this has necessitated a large increase 
in both local staff and that of the Overseas Audit 
Service. The audit department in each territory 
has a headquarters office situated in the capital, 
and in the larger territories there are one or more 
branch offices according to needs. In places 
where there is no resident audit staff, tours of 
inspection are undertaken periodically by officers 
stationed either at headquarters or in one of the 
branch offices. 


Varied Work in the Central Office 
The work in the central office in London is ` 
extensive and varied. The Director General 
undertakes the certification of the central govern- 
ment accounts of each territory, except where 


: financial responsibility has been devolved from 


the Secretary of State for the Colonies to the 
local legislative assembly, when local certification 
is permitted.. The Director-General also certifies 
the accounts and statements recording expenditure 


^ out of grants and loans made by the United 


Kingdom Government, and his staff carry out 
the audit of a number of accounts which concern 
the territories, but which are kept in London, 
e.g. the accounts of the Currency Boards of East 
and West Africa. 

. The office of the Director General also advises 
on the recruiting, promotion and transfer of 
staff in the Overseas Audit Service; it gives 
advice to the Colonial Office and to the Common- 
wealth Relations Office on financial and account- 
ing questions arising in various territories; in 
addition, the central office holds courses of 
instruction for officers in the Overseas Audit 
Service when first appointed, and a further and 
more advanced course when they have completed 
three or four years' service abroad. 

The Director General or the Deputy Director 
General carries out visits of inspection in each 
territory periodically, which provide oppor- 
tunities for meeting senior officials of all depart- 
ments. Members of the Overseas Audit Service 
when on leave in the United Kingdom visit the 
central office where they can discuss any matter 
on which they desire guidance and advice. 


"There is thus good liaison between the staff 


at home and the staff abroad. 
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Supervision of Local Audit Staff 
The work undertaken by members of the Over- 


seas Audit Service is varied and interesting, and . 


one of the main duties is the supervision and 
training of local audit staff. The size of the staff 
varies considerably in each territory, and so do 
the audits to be carried out. These range, for 
example, from the accounts of a district office 
in Bechuanaland, to those of the city council in 
Singapore, or from a small agricultural station 
in British Honduras to an undertaking of the 
size of the East African Railways and Harbours 
Administration. ` 

The Service offers a financially attractive 
career to young men with good education who 
have a spirit of adventure and are prepared to 


serve overseas. Promotion in the Service usually - 


entails transfer to another territory, such transfers 
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being considered essential toward the attainment 
of the necessary experience to fill the higher 
posts. An officer who is confirmed in his appoint- 


. ment qualifies for a pension when he retires. ‘This 


pension which is non-contributory may reach 
two-thirds of His final salary, dependent on the 
length of his service. Generally, the retiring age 
is 55, but in some territories officers may be 
granted permission to retire at any time after 
reaching the age of 45. Provision is also made for 
an officer to be well compensated should his 
appointment be terminated through no fault of 
his own. 5 


[An announcement under ‘Official Notices’ on page 
XIV of this issue may be of interest to any young 
accountants or Final students among our readers 
who may be attracted by the subject of this article 
— Editor.] 


NORTH AMERICAN COMMENTARY —LXXX 


Current Accounting Opinions in the United States and Canada 
by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A. (Canada) 


Professor of Accounting, McGill University, Montreal 


The Fournal of Accountancy, 
New. York, March 


| Practice Before Federal Agencies 
BILL which would limit the right of 
A sme to practise before federal 
agencies has been introduced to Congress. 


It would allow non-lawyers to practise only before 
an ‘agency bar’, as in the case of the Treasury 


Department. Thus, says the editorial, a certified’ 


public accountant who had prepared a registration 
statement for a client would be unable to discuss 
it with Securities and Exchange Commission 
officials unless the S.E.C. promulgated rules and 
admitted him to practise. Also, since State Courts 
define the practice of law, they could apparently 
challenge the actions of a non-lawyer even if he 
were admitted to practise before the agency. The 
rules of conduct would be prescribed by the 
United States Court of Appeals for the District 
of Columbia instead of the federal agencies. 'T'he 
Bill was introduced at the request of a special 
committee of the American Bar Association. The 
American Institute of Accountants has asked to 
be allowed to explain its objections at a public hear- 
ing. 
s Pensions for the Self-employed 

Bils are again before Congress in favour of 
pension rights of the self-employed, for tax 
purposes. Canada has now followed Britain's lead, 


f 


Ki 


but the editorial says that prospects for anya] 
significant tax legislation in the United States 
in 1957 appear to be remote. 


Management Services by Professional 
Accountants 

Mr Ira N. Frisbee, C.P.4., member of the Com- 
mission on Standards of Education and Ex- 
perience for C.P.A.s, a former vice-president of 
the American Institute and a member of its 
committee on professional ethics, refers to the. 
committee on management services set up by the 4 
Institute in 1953 to ‘encourage the C.P.A. to 
broaden his services to his clients through the 
development of management services, to improve 
the prestige of the C.P.A. . . .". The offering of 
management services in many different fields will 
necessitate having specialists on the staff of the 
accounting firm, and Mr Frisbee considers the 
question, now widely discussed throughout North 
America, of the effect on the rules of professional 
conduct, which were formulated principally for 
the field of auditing. Those management con-__ 
sultants who are not qualified professional 
accountants, and so are not subject to rules such 
as those against advertising and solicitation of 
clients, are claimed by some professional account- 
ants to have advantages which necessitate a 
change in the rules of ethics. 

Mr Frisbee is strongly of the opinion that the 
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rofession cannot have a sliding scale for its rules . 


f conduct and that, if management services are 
performed by C.P.A.s, all the Institute's rules of 
conduct are applicable. He says that the com- 
mittee on professional ethics has several times 
been asked whether practitioners may form a 
separate corporation to perform . management 


services, and he refers to a report that in Canada - 


this is permissible and is being done. It is indeed 
being done in Canada and is a subject of much 
Es in professional accounting circles. The 







Institutes of Chartered Accountants in Quebec 
and Ontario are exploring the situation, and the 
Canadian Institute is itself undertaking a study 
of the rules of ethics of all the provincial institutes 
with a view to achieving uniformity. 

Another question considered is whether a 
C.P.A. firm may employ specialists, such as 


engineers, psychologists or real estate appraisers 


where there is no partner competent to supervise 
or evaluate their work, or whether the specialist 
should be hired direct by the client. Mr Frisbee 
thinks there can be little doubt that the accountant 
may hire a specialist for advice on, for example, 
the expert appraisal of precious jewels. Here, he 
says, the work of the expert is for the accountant 
who is giving his opinion on the financial state- 
ments, and not for the client. This particular 
` illustration, be it noted, follows from the accept- 
ance of much greater responsibility for the 
valuation of stock-in-trade in the United States 
than in Britain. But if, concludes Mr Frisbee, the 
accountant employs specialists to do work which 
he is legally allowed to do, either he or his partner 
must be able to supervise and evaluate such work, 
otherwise some accountants may become mere 
: brokers dealing in professional services. 
The Canadian Chartered Accountant, 
Toronto, March^ 


The Standard Form for Confirmation of 
Bank Balances 


Over ten years ago Canada adopted a standard 


form for the confirmation of bank balances. Mr . 


T. A. M. Hutchison, F.c.a., tells how the original 
requests for the form came from consultations 
between the Government of Canada and the 
l _Shartered banks, in an effort to reduce detail work 
during the war. The form was prepared by the 
Committee on Accounting and Auditing Research 
of The Canadian Institute of Chartered Account- 
ants and was then approved by The Canadian 
Bankers Association. Mr Hutchison considers 
suggestions for possible amendments to the form 
while stressing the necessity for avoiding un- 
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necessary requests, in view of the considerable 
labour entailed for the banks. — © ! 

He agrees that there would be some merit in 
requesting a list of accounts closed out during the 
year, since the auditor must be sure that he has 


knowledge of all accounts operated by his client. 


The Canadian Institute's Director of Research 
says that one member has suggested that the form 
might include a request for copies of all deposit 
slips for a specific period. While doubting the 
value of such slips, whether obtained from the 
client or the bank, since the banks in many cases 
do not compare the amounts of individual cheques 
with the slip, he says the research department 
would like to know more about the extent of 
audit practice in this respect. 


N.A.C.A. Bulletin, New York, March | 
(The National Association of Cost Accountants) 
Co-operation of Accountants and Engineers 


Mr Leonard W. Miller and Mr George R. Knight, 
consultants in the management services depart- 
ment of a large professional accounting firm, state 
that in most industrial organizations distinct 
areas of responsibility are assigned to the in- 
dustrial engineering and accounting sections. 
They are emphatic that this permits the maximum 
use of the skills of neither. They argue that, by 
his training, the accountant is led to rely heavily 
on historical data in reaching his conclusions, 
while the industrial engineer stresses the use of 
scientific and mathematical techniques. Manage- 
ment can be served best, they say, by a control 
based both on what has been done (historical) 
and what can be done (scientific). 

As areas in which the two skills might profitably 
be combined, the writers take the development of 
material usage standards, the setting of direct 
labour standards, and the devising of systems for 
the accumulation of data in standard cost account- 
ing. In each case they seek to show that calling in 
the other skill will tend to correct a bias develop- 
ing from the use of only one skill. Thus the 
theoretically correct material usage standard 
developed by the industrial engineer may be made 
more useful if the accountant is allowed to bring 
to it.an analysis of past results, to keep it in line 
with realistic expectations. On the other hand, a 
direct labour standard calculated by the account- 
ant on the basis of past recorded labour costs will 
tend to ignore attainable performace. What is 
advocated, therefore, is a weighting process at 
each stage of control development by merging 
the skills of the industrial engineer and the 
accountant. . l 
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THE STATUS OF ACCOUNTANCY 
Mystery or Science ? 


AVING scrutinized some of the bodies which 
(EE in the accounting panorama, observed 

the manner in which company accounts are 
developing, and remarked on the alleged failings of 
Government accounting, we now pause to review the 
position of accountancy itself, whether it be called 
mystery, craft, art, technique, or science. 

Writing in Lloyd's Bank Review of January 1957, 

Professor David Solomons said: 

‘it took the advent of mechanization in our own da 
to sweep away such useless relics as “to” and “by” 
and a whole lot of clutter with which practitioners 
of the art have been wont to turn a useful technique 
into a mystery'. 


Its Value in Business 


That the pilgrim is making progress we may infer 
from the words of Dr The Rt. Hon. A. J. R. van 
Rhijn, Minister of Economic Affairs in South Africa, 
who, speaking at a conference held by The Institute 
of Cost and Works Accountants at Pretoria on October 
Bth, 1956, said: 

‘Our present day trading conditions are too com- 
petitive for hit-or-miss methods to be successful. 
The business executive who relies on hit-or-miss 
methods in pricing his products is as likely to find 
himself priced out of existence as the man who mixes 
his chemicals on the hit-or-miss principle is likely 
to be blown up. The scientific approach is as im- 
portant in working out the final cost of one’s product 
as it is in the field of engineering or chemistry.’ 
The materials of engineering and chemistry do 

not always fit into a neat tidy pattern and have to be 
shaped to desired ends, but their working conforms 
to established physical laws. Accountants, on the 
other hand, are not so fortunate as to have their work 
based on physical laws. In default of these, they have 
established their own rules and conventions — some 
good, some weak, and some with little reason at all, 
though for several centuries the one rule that every- 
one agreed on is that the puzzle always has two 
sides which have to balance. 


Comparison with Management 


To some extent, accountancy is going through a 
similar process of evolution as the study of manage- 
ment, and the views expressed by Frederick Winslow 
Taylor i in 1903 seem apposite if one reads "account, 
ancy’ for ‘management’ where the latter word occurs: 


The concluding part of a paper presented at the annual con- 
ference of The Chartered Institute of Secretaries, in Cardiff, 
on Ma ay 17th, 1957. Mr E. G. Hardman, F.c.1.8., Vice-Presi- 
dent of the Institute, was in the chair. The firat part appeared 
in last week’s issue. (The Appendices to the paper have 
been introduced into the text for ease of reference.) 
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‘Management is destined to become more of an 
art, and many of the elements which are now 
believed to be outside the field of exact knowledge 
will soon be standardized, tabulated, accepted and 
used, as are now many of the elements of engineer- 
ing. Management will be studied as an art and will 
rest upon well recognized, clearly defined, and fixe 
principles instead of depending upon more or les 
hazy ideas received from a limited observation of th 
few organizations with which the individual ma 
have come in contact.” 
How apt for the accountancy of today! 
The development of flexible budgetary control 

and standard costing has called for greater definition 
of accounting systems and this may slowly be crystal- 
lizing the art of book-keeping into the technique of 
accountancy. In many respects, however, the latter 
is still at what I would term the ‘pre-Whitworth’ 
stage, meaning that, as screw threads were useful 
but unstandardized until the work of Whitworth, 
80, it seems to me on looking at the accounting land- 
scape, there is a similar state of anarchy, every 
individual applying the technique to his own circum- 
stances as he thinks fit: as someone has said ‘every 
accountant his own genius!’ 


The Tools of Science 


If accountancy is to become scientific, then its 
adherents must be expected to use the mental tools 
of science, referred to recently by Urwick as ‘defini- 
tion, analysis, measurement, experiment and proof’, ` 
and the approaching of ‘problems with the detach- 


ment, the passion for truth for its own sake, which 


are the hall-marks of the scientific outlook’, 
this list I would add ‘classification’. 

The first step is to set out the aspects of account . 
ancy which require definition, and some of these are 
shown in Appendix 6. There are, of course, other 
matters which need definition. | 

The standardization and definition of the plants 
in the field of accountancy depend on the logical 
classification of the items involved, and accountancy 
has much to gain from submitting itself to taxonomic 
principles, for as Jevons says: 

“The value of classification is co-extensive with 
the value of science and general reasoning."? 

The application of classificatory principles to 
accounts is taken a certain distance along the path | 


To 


we must tread in Occasional Paper No. 2, publish 
by The Institute of Cost and Works Accountants, 
The question of measurement is never far from | 


1 Shop Management. F. W. Taylor in collected volume 
published in 1947 by Harper & Bros. under the title 
Sctentific Management. Quoted by Col. L. F. Urwick in the 
British Management Review, October 1956, page 233. 

* The Principles of Science, W. S. Jevons (London: 
MacMillan, 1577), page 673. 
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sight, and the view expressed by Lord Kelvin that 
^our knowledge of a subject is unsatisfactory unless 
we can express the subject in terms of numbers is 
reiterated in the following words of Mr C. H. 
Bradbury: | 
‘As soon as scientific thought and analysis are 
applied to any subject, the need is immediately felt 
for some method of measurement and, if possible, 
recording."! 

As our eyes traverse the plain before us, I do not 
think it can be said that accountancy as yet measures 
up to the requirements -of scientific method stated 

Dr Urwick. Industry and commerce being the 
laboratory, and economic events the raw materials, 
we must hope that the expanding research units of 
the iiid bodies, aided, and perhaps sometimes 

| guided, by the university accountancy staffs, will 
| carry us forward along the route which somewhere out 

. of present sight will bring us to the position where 

` accountancy can be recognized as a science. As yet 
we have barely found the track. 


THE WORK OF ACCOUNTANTS 
Those in Public Practice 


I do not suppose that at any time in the past has the 
accountant in public practice enjoyed so high a 





"oup Technical Journal, December 1954, Volume 11, 


pose and the Oil Engine- C. H Bradbury, Brush 
| Fre 4, page 32. 
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standing in the eyes of the public as he does today. 
The fact that he is consulted on many matters which 
never appeared in his examination syllabus is a tribute 
to-his ability and to the respect he has earned, while 
the new Royal Commissions, working parties, and 
other public or semi-public committees, which are 
continually being appointed, all seem to demand the 
services of accountants, usually from those in public 
practice. 

One fairly recent innovation in the public account- 
ancy sector is that many progressive firms are now 
setting up departments to assist their clients with 
organization and methods work, thus creating a 
source of income which seems to have been exploited 
to a greater extent in the past by accountants in the 
U.S.A., but a field in which much good work can be 
done in this country. 


Those in Industry 


The accountant in industry and commerce may 
find himself involved in a host of matters, in addition 
to traditional book-keeping duties and the preparation 
of the annual accounts. Many of these duties may 
not, at first sight, seem to be within the accounting 
panorama. For example, in recent months an 
accountant in a nationalized corporation has been 
appointed to a senior personnel post, and in another 
well-known company an accountant became chief 
purchase officer before being elected to the board. 

or need we look very far afield to find accountants 


APPENDIX 6. 
SoME ASPECTS OF ACCOUNTING REQUIRING DEFINITION 


Accounting Calendar 
(1) The accounting calendar should be laid down clearly; 
in most cases it will be preferable to have thirteen 
periods of four weeks each, with a fifty-three week year 
every five or six years. 
Cost Centre Code 
(2) The divisions and sections of the business must be 
clearly described, in particular where each one begins 
i and ends. They should be grouped in logical sequence 
and given code numbers in a decimal grouping. 
Accounts Code 
(3) Expense accounts should be classified logically and 
given a decimal code. The classification must provide 
an account number for all items falling under each 
division and section. In other words, the classification 
must be exhaustive, otherwise charges will be squeezed 
into wrong pigeon holes and the figures will lose their 


meaning. 
(4) Accounts for revenue, assets and liabilities should be 
classified with equal care and incorporated in the same 
code as the expense accounts. 
. Measurement 
* (5) Methods of recording and measuring usage of materials 
and labour and likewise output should be examined, 
— and strenuous efforts made to ensure adequate measur- 
ing facilities and uniform practice. 
Prices 
(6) Rules for applying prices to materials must be stated, 
including the method of dealing with by-products, 
scrap and redundant or obsolete stocks. ` ` 
Capttal assets: depreciation 
(7) The classification of capital assets and the chargin 
of their cost over their useful life deserve detailed 
study and definition, especially where the investment 
in plant and machinery is hi 


Cost transfers 
(8) The sections of the business whose expenses are to be 
transferred to other sections should be specified, and 
the procedure for doing So 


Apportionment of general overheads 
(9) The extent to which, and the method of, apportioning 
' general overheads over productive departments should 
be defined. 
Matching of revenue and expenditure 
(10) Matters relating to the matching of expense against 
the income produced require attention to ensure that 
‘prior-year’ items are charged or credited in a separate 
section of the current year’s operating statement or 
trading account. The standard procedure should be 
set down. 


Standard costs 

(11) Assuming that budgetary control and standard product 
costs are in use, the above remarks apply with equal 
force and in addition: 

(a) The method of setting normal levels of output 
should be defined. 

(6) The procedure for building up product costs 
(whether standard or actual) should similarly 
be defined. 

(c) The treatment of variances, especially at the year 
end, requires to be specified. 

When all these matters have been worked out, they 
should be incorporated in an exhaustive manual of accounts, 
which will include also an intelligible glossary of accounting 
and relevant engineering terms. Procedure for making 
changes in the scheme should be.laid down. 

All these questions may be summed up in the one word 
‘definition’, and the task is indeed a formidable one re- 


quiring much painstaking work. 
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mm: stille more attractive parts of the landscape. 
` : The increase in the size and complexity of business 
and the increasingly fine degree of measurement 
needed to assist in the control of industrial processes 
are causing.a rapid expansion in what is now a major 
branch of accountancy - namely, management ac- 
counting — universal in application, irrespective of 
language or country, time or place. 

While flexible budgetary control and standard 
costing have been available for many years, and are 
acknowledged as first-class tools of management, 
there are many dark patches which have yet to be 
illumined and it will be many years before these 
techniques are both in universal use. Thus innumer- 
able accountants at the present time are engaged E 

reparing for or installing such methods, often wi 
ie Ee of specialists who are able to bring to 
bear on the problems of an individual company an 
abundance of knowledge and experience as well as a 
concentration of energy and time. ` : 

On the whole, it is not surprising that the landscape 
contains an increasing number of fruitful applications 
of accountancy knowledge to management problems, 
and the work of the accountant in industry is expand- 
ing, as witness the development of controllership, 
particularly in the United States. 


Controllership — What is it? 


Among the fauna which inhabit the accountancy 
landscape there is a species, as yet small and some- 


what ill-defined, which comes under the name of 


‘controller’. This animal is more common in the 
U.S.A. where a special institute has been established to 
channel the creature's activities into a helpful form. 
A useful service which The Controllers’ Institute 
has performed is to set out the scope of the “controller 
function’ as it is seen in the United States. Here it is: 

‘(1) To establish, co-ordinate and maintain through 
authorized management an integrated plan for 
the control of operations. Such a plan would 
provide, to the extent required in the business, 
cost standards, expense budgets, sales forecasts, 
profit planning, and programs for capital invest- 
ment and financing, together with the necessary 
procedure to effectuate the plan. 

(2) To measure performance against approved 
operating plans and standards, and to report and 
interpret the results of operations to all levels of 
management. This function includes the design 
installation and maintenance of accounting and 
cost systems and records, the determination of 
accounting policy and the compilation of statisti- 
cal records as required. 

*(4) To measure and report on the validity of the 
objectives of the business and on the effective- 
ness of its policies, organization structure and 
procedures in attaining those objectives. 'l'his 
includes consulting with all segments of manage- 
ment responsible for policy or action concerning 
any phase of the operation of the business as it 
relates to the performance of this function. 

*(4) To report to government agencies, as required, 
and to supervise all matters relating to taxes. 

‘(s) To interpret and report on the effect of external 
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influences on the attainment of the objectives of 
the business. This function includes the contin- ` 
uous appraisal of economic and social forces and 
of governmental influences. as they affect the 
operations of the business. 

'(6) To provide protection for the assets of th 
business. This function includes establishing 
and maintaining adequate internal control and 
auditing, and assuring proper insurance cover- 
age.’ ee 

It is quite a comprehensive list; almost as wide as 

a company memorandum! 


What is New about it ? x 


While many of the items are those which in this 
country would be dealt with by the secretary or the 
chief accountant, there are certain functions which 
are not usually placed on the accountant’s shoulders 
on this side of the Atlantic, such as measuring and 
reporting on the validity of the objectives of the 
business, while the matter under item (5) would 
probably be covered by an economist in any large 
company in Great Britain. However, in the multi- 
tudinous smaller companies the accountant has to be 


It may well be asked why a new name should be 
adopted when the ‘animal’ might equally well be 
summoned by calling for the chief accountant. 
Perhaps it is because the controller occupies 
position midway between the chief accountant an 
the general manager: He is something more than a 
recorder but still distinct from general management, | 
although forming part of management. 

It is the conception of a special, separate section 
of highly qualified and experienced men scrutinizing 
and appraising the activities of a business as a full- 
time task which seems to me to represent the distin- 
guishing feature between the controller and his near 
relation, the chief accountant. 


The Emerging Species 
While in small companies many functions are o 
combined in the duties of one person, it seems that 
in larger organizations three categories may emerge: 

(1) The data processor, who may or may not have 
been trained as an accountant. His function may 
take in every portion of clerical work in the 
factory, and he will be responsible for producing 
the information required at prescribed times. : 

(2) The accountant. He will peruse the statements 
produced by the organization to check for 
accuracy and consistency. He will initiate 
inquiries (or request the management to do so) ` 
on significant variations from standards and 
budgets. He will be an analyser, an investigato 
a reporter. . 

(3) The controller. He will interpret the accounting 
statements to top management, using the 
accountants’ reports as necessary. He will 
measure the overall progress of the business 
from period to period and in relation to com- 
petitors. He will be a forecaster and planner and 
will be more concerned in helping to shape the 
future than in analysing the past. ` 
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In the small undertaking all these duties may fall 
„on one man's shoulders, but it may be of value for 
him to set out a summary of his duties within the 
foregoing groups, just to make sure that the im- 
portant things are covered. 


EDUCATION AND TRAINING 


Next in importance after good selection of ‘staff 
come education and training. With continuing full 
employment it is EE essential and socially 
desirable that we should derive the maximum ad- 
vantage from the staff employed, just as members of 
e staff themselves will wish their capabilities to be 
used to the fullest extent. | 
.  Ítis not only that staff is expensive, but also that a 
. badly-trained man can do much harm to a firm or 
company while he is with it. 

That these views are becoming increasingly 
recognized seems to be borne out by the number of 
‘schools’ organized by the accountancy bodies; by 
the arrangements for allowing time off before exami- 
nations; and by the growing practice of day-release 
of young persons for educational purposes. In some 
cases, these privileges may be abused, but on balance 
there is doubtless a substantial gain to the community. 


Articled Clerks in Industry 
„An interesting development in the training of articled 
1 clerks is the wise provision of The Institute of Char- 
tered Accountants in England and Wales whereby, 
under proper safeguards, an articled clerk is enabled 
to spend up to six months in industry. An excellent 
description of the type of work and experience to 
be obtained in this way was described by an articled 
clerk in The Accountant of March 30th, 1957. Just 
as an accountant in industry will bave benefited by 
having had some years in a public accountant's office, 
so would those in public practice find it of value to 
have spent a period in industry or commerce. 
h Qualifications 
Anyone who has obtained a qualification after takin 
thirty-five or more hours of examination may well 
feel that he has sufficient knowledge to carry out most 
book-keeping and accountancy tasks, but the e 
and variety of duties apparent in the accounting field 
are now 80 great that no one qualification exists to 
cover all requirements, and while many people get 
along very well with only one qualification (or even 
none) it may be expected that in the future the 
' aspirants to higher posts in industry and commerce 
| will do well to equip themselves with a. double 
7 qualification appropriate to the type of organization 
, they are to join. | 
It is now some three and a half years since the first 
examinations were held for the new Fellowship 
examination of The Institute of Cost and Works 
Accountants, and for accountants in industry the 
diploma of that Institute provides an excellent step 
in the improvement of their formal qualifications. 


.of Commerce including B.Com. 
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_ 77: University Tuition 
The combined university/accountancy qualification 
has been in force for some years, and although some- 
times the advantages of such a course to the student 
may not be evident till many years afterwards, it 
may be expected that there will be a progressive 
increase in this form of training and qualification. 

One feature of unusual interest which a | 
on the scene in 1956 was the report of the Scottish 
Chartered Accountants’ Institute on the examination 
and training of apprentices. The special point of 
interest is that the apprentice during his third year 
would spend about nine months (an academic year) 
in eol: die attendance at a university taking 
classes in law, economics and accounting and 
business method. If all the discussions terminate 
successfully, the scheme may come into operation in 
the autumn of 1958. 

Developments are also taking place overseas and 
the Council of the New South Wales University of 
Technology has approved of the introduction, in 
1957, of courses leading to the e of Bachelor 

(Accountancy) at 
both pass and honours levels! 

In South Africa it was reported in the Press of 
October roth, 1956, that at Potchefstroom University 
there were courses cov the examinations of 
The Institute of Cost and Works Accountants and 
that the University had instituted a post uate 
course in cost accounting. As the body of formal ac- 
counting knowledge increases, so may we look forward 
to an expansion of university facilities for the teaching 
of accountancy, while the natural further consequence 
should be an extension of research activity. 


One Training Scheme 

Many companies are initiating organized schemes 
whereby young men study for an accountancy quali- 
fication while working in different departments of a 
company for a period of perhaps five years. This type 
of scheme may not be new, but it would appear that 
the number of companies adopting this policy is on 
the increase. l 

It may be of interest to mention that a scheme to 
assist the training of young qualified accountants has 
been in operation in The Brush Group Ltd for nearly 
ten years, with satisfactory resulta. 

The Group has about 11,000 employees, and manu- 
factures electrical equipment and diesel engines at 
some six factories in this country. The accountancy 
trainees are usually between 24 and 27 years of age on 
joining the Group, and during the subsequent two 
years they spend a period at two or three factories 
which make different products, while sore of them 
also spend six months at headquarters where they 
obtain a bird's-eye view of all the Group's activities 
as well as coming into touch with various financial 
problems and matters affecting export trade to all 
parts of the world. 

1 See ‘Australasian Commentary’, The Accountant, January 
a6th, 1957. 
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At the end of about two years the trainee will: 
- (1) have worked in two or three factories making 
different types of product; 
(2) have had practical experience of flexible budget- 
ary control and standard product costs; and 
(3) have. acquired the necessary knowledge of 
industrial and management accountancy through 
` taking the Intermediate and Final examinations 
of The Institute of Cost and Works Accountants. 
Trainees may also spend some time on organization 
and methods work, during or immediately after the 
two-year period. 


ELECTRONICS 
Electronics have arrived on the post-war scene like 
the demon king in a children's pantomime who 
appears with terrifying suddenness from an invisible 


trap-door and moves with lightning speed across the 


stage, only to disappear as suddenly as he came. 
But the last part does not apply to electronics for 
without doubt they are here to stay — and we hope, 
to pay! 

Effect on Accountants 


In due course, electronic equipment will become 
smaller and cheaper, so that few businesses of any 
size will be without their own machine or the use 
of a service bureau in their own town. The result 
should be to take away some of the present drudgery 
of book-keeping and to make available considerably 
more information for the benefit of management at a 
speed which can only be described as miraculous by 
comparison with present standards. 

: All this will not happen without long and pains- 
taking work and, as one company has found, there is 
even an initial difficulty in getting the managers to 
define exactly what information is needed to control 
the company’s operations. 

An indirect advantage is that many more facets 
of a business will SC to be precisely defined and 
standards to be specified, though the initial investi- 
gations will doubtless be of considerable financial 
value in themselves. 

Electronic machines also open up the possibility of 
integrating all the clerical work throughout a com- 
pany; indeed, full benefits will not be won unless this 
is done. There will be a trumpet call to break down 
the departmental barriers, so that information can 
flow the more readily to and from the computing 
centre. 

The organization and operation of ‘integrated data 
processing’ will be a man-size job for anyone, and 
it is by no means certain that the accountant will 
be the one selected to undertake it. So, whereas the 
accountant (trained as a public accountant or other- 
wise) has managed to appear conversant with key- 
board and ue M e book-keeping machines, he 
may find it more difficult to appear equally knowledge- 
able about.the new marvels. À resident magician will 
presidel 

Thus it seems that a relatively new formi of animal 
life will appear on the landscape; indeed I think 
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there are one or two to be seen moving around at the 
present time —the experts in electronics who will. 
manage the administrative nervous systems of the 
future, with or without the help of the accountant, 
Either the accountant will retire gracefully to a 
back room to mumble over his mysteries and display 
a lock-fast private ledger as a symbol of his superiority, 
or a fragmentation of the accountancy profession will 
take place and a special qualification will emerge to 
cover the needs of data processing. Perhaps the 
Office Management Association will develop in such 
a way as to fill t the need, although one would like to 
think that the possession of an accountancy qualifi- 
cation would be a good starting-point from which to 
explore the scene. 


Effect on Accountancy 


While the advent of electronics will have a marked 
effect on accountants, especially those in industry and 
commerce, it is possible that it will have an even | 
stronger influence on accountancy. At last accountants 
will have to sit down and think out the principles on 
which they base their work. No longer can they hope 
that a passing knowledge of “Cropper’ or ‘Munro’ 
may suffice, for the machine will not have read any | 
text-books. | 

The instructions to the machine will need to be 
precise, exhaustive, mutually exclusive, unambiguous’ 
and closely knit into a basic pattern of ‘information 
units’ in such a way that simple chains of instructions 
to the machine will produce ‘intelligible intelligence’ 
to the operating staff of the organization. Rule of 
thumb must give way to rule of thought, and the 
electronic machine may be the catalyst which will 
facilitate the conversion of an art to a science. 

Yet, even if that is achieved, the final presentation, 
interpretation and use of the information will remain 
to some extent a human art. 


CONCLUSION 
\ 


We have now surveyed the accounting panorama. 4 
Doubtless our binoculars have missed certain features, 

or have not been correctly focused when looking 
at certain aspects of the landscape. What impressions 
are left with us? Perhaps they may be summarized 
as follows: 


(1) The accountancy profession is on the move, and 
we may expect significant developments in the 
coming years. 

(2) The trend towards greater disclosure and more 
informative company accounts will be continued ` 

. and probably accentuated. 

(3) Slowly, but inevitably, the Government will find 
itself drawn to the conclusion that the coun 
cannot afford to have accounts which are other 
than in line with the best commercial and 
industrial practice. This will take time to 
accomplish, but must come. 

(4) T'he realization that accountancy can be brought 
nearer to being a science is not yet appreciated 
on & wide front, but the advent of the electronic 
book-keeping machines and the iacreasingly wide 
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use of flexible budgetary control and standard 
costing will act as yeast in this process which will 
go on for many years. l 

(5) Accountants will continue to be in demand in 
almost all walks of national life and the ac- 
countancy bodies will increase in strength and 


authority, as will their opportunities for service " 


to the community. This service will (or should) 
include greater emphasis on and support of 
research work. 
(6) The use of accountancy as a tool of management 
become more widespread and the tool will 
be sharpened. À variety of such accounting tools 
wil be found in the future toolrooms of the 
next generation of industrial accountants. 


(7) As the importance of training becomes realized, 
the process will be made more intensive. With- 
out detraction from the essential need for 
practical experience, it seems likely that a greater 
amount of planned (i.e. formal) training will be 
given in which the universities will have a greater 
part to play - if they will make use of the 
opportunity, as undoubtedly the more progres- 
sive seats of learning will do. 

(8) The tendency will be for electronic book-keeping 
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machines to become smaller and less expensive; 
service bureaux will provide for the smaller 
companies, but it will be many years before such 
machines are to be seen in all parts of the 
panorama. Some disappointments may be in 
store in the use of such machines, but the 
machines themselves seem destined to revolu- 
tionize the technique of accountancy because 
their capacity for dealing with large volumes of 
work quickly can free accountants from the 
shackles of double-entry. Analysis and synthesis 
will be flexible and based on principles rather 
than dogma. Thus double-entry trying to fulfil 
all purposes will yield to multiple entry for 
multiple purposes. 

Possibly some of these features lie beyond the 
horizon of this year's panorama, but even if we 
restrict our vision to the present time, the view is, 
on the whole, an attractive one and pleasing to the 
present generation of accountants. May we hope 
that the next generation of accountants will feel that 
we have cultivated to the full the opportunities 
which reveal themselves in the accounting panorama 
of today. 


TAXATION PROBLEMS 


E 
ah 
É, 


t 


HE common market treaty so far is chiefly 
just a declaration of principles to be aimed at 
and to be realized within twelve to fifteen 

years. But by no means does it yet contain a precise 

, enumeration of the measures necessary to reach the 

desired goal. Provided that the treaty will be ratified, 
one might say that its significance lies in a high-level 
understanding, the real value of which can only be 
' known after a lapse of time of, say, twelve to fifteen 

É years, during which period the more concrete 

measures are to be taken which give to the treaty 

, its materialization. To prepare these measures a 

tremendous amount of negotiating will have to be 
performed. 

Speaking in very general terms, in three stages each 

of four years the treaty will, according to its article 3: 

(a) eliminate between the contracting parties, the 

. customs tariffs and the quantitative restrictions 

on import and export merchandise; 

(b) establish a common customs tariff and a common 

; commercial policy with regard to non-members; 

P abolish between member States any impediments 
against the free movement of persons, services 
and ‘capital; 

(d) inaugurate a common policy in the domain of 
agriculture and transport; 

An address given at a meeting of the United Kingdom 

Branch of the International Fiscal Association held on 


May 16th, 1957. Mr C. W. Aston, A.C.A., Chairman of the 
Branch, presided. 
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(e) establish a regime assuring that no false competi- 
tion will take place within the common market; 

(f) put into effect such procedures permitting the 
co-ordination of the economic policies of the 
contracting parties and to evade disequilibrium 
in their balance of payments; 

(g) harmonize national legislation, to the extent 

necessary for the right functioning of the 
common market; 

(h) create a European social fund with a view to 
improving the workers’ opportunity for employ- 
ment and to contribute to raising their standard 
of living; 

(i) institute a European Eege Bank, designed 
to facilitate the economic expansion of the 
community by the creation of new sources; 

(j) associate with the common market the more or 
less dependent territories overseas, with a view 
to the growth of commercial exchanges and 
to pursue the economic and social development 
by common efforts. 

For the establishment of a customs union, it 
seems, that in particular, the association of the overseas 
territories (by which the French wishes were complied 
with) will give great difficulties — difficulties to be 
expected not only when trying to establish a free 
trade zone with third parties, as for instance with the 
United Kingdom, but also when trying to obtain the 
consent of the contracting parties of G.A. T.T. 

In all our countries, taxation not only serves 
to meet the Budget: it does more than that. It is 
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used, more or less, as a means of reaching many 
varied economic, political and even social aims. It will 
be clear, therefore, that with all the principles of the 
common market just mentioned, problems of a fiscal 
nature are involved. This is particularly so because 
of the high rates generally prevailing, and also because 
of the very different impact of these rates in the 
various countries, according to their diversity in 
the need of the economic, social and political struc- 
tures. Taking this into consideration, I will have to 
restrict myself tonight to a few particular fiscal 
problems. Ín doing so, Í decided to consider some 
problems related to customs and some other questions 
arising from harmonizing with the inland revenue, be 
it direct or indirect taxation. 


Addition of Tariffs 


The common market includes a customs union. This 
means the elimination of the levying of customs duties 
on merchandise exchanged between the member 
States and the imposing of common duties on goods 
imported from third countries. 

Like all measures aimed at the establishment of the 
common market, the part of it which forms the 
customs union is reached in stages. To begin with, 
when the treaty comes into force supposedly on 
January 1st, 1958, no new duties affecting goods 
transferred from one member country to another 
may be introduced, nor may the contracting parties 
increase rates of duties already existing; between the 
six, the then customs status will be frozen. Further- 
more it is decided that the mutually applied duties 
will gradually be abolished during the period of 
transition; this abolition will be semi-automatic. 
Within the framework of the regulations, a certain 
margin will be left for manipulations with separate 
items, and, consequently, the rhythm of demolition 
of tariffs cannot be laid down beforehand for each 
special product. 

The abolition of the internal tariffs takes place on 
the basis of the duty applied on January rst, 1957. 
After one year, a reduction of 1o per cent of the basic 
tariff will be carried out for each of the tariff items. 
Furthermore, a reduction is due twice with intervals 


of one and a half years in order that a third reduction: 


may take place four years.after the treaty will have 
come into effect. 

A different procedure is required for the second 
and third reduction. In those cases the participating 
countries are obliged to decrease by 10 per cent each 
time the total customs receipt, that is, the result of a 
multiplication of the basic tariff by the value of the 
imports of the partner countries over the year 1955. 

In addition to this it is stipulated that: 

(a) a reduction per item has to take place of at least 
5 per cent of the basic tariff; 

(b) duties which exceed 30 per cent of the value of 
the import goods per item become decreased 
by at least 10 per cent of the basic tariff. 

Each of the participating countries will strive for a 

reduction of all items by at least 25 per cent at 
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the end of the first stage. During the second stage 
of four years, three reductions are to take place: the _ 
times of reductions are then laid down for one and a 
half years, three years and four years, respectively, 
after the onset of the stage. Each of the three reduc- 


accompanied by the same conditions as during the 
second and third phases of the first stage. After 
terminating the second stage, each of the countries 
will aim to have reduced all items by at least 50 per 
cent. 

The pace of the reduction of the remaining tariffs 
during the third stage will be decided upon by the 
Council of Ministers. The participating countries 
have the option of deciding whether they want to 
proceed as quickly as the given scheme for the 
abolition of the internal tariffs; also each country 
can go beyond its obligations, provided that its ` 
partners are informed, 

It may be concluded, therefore, that great care has 
been taken to give each country a large opportunity 
of adjusting its industry and commerce to the new 
conditions coming from the elimination of customs 
barriers between the six member countries. As you 
will see, the same can be said of the measures for 
establishing a common tariff to be levied on merchan- 
dise coming from outside the community. But 
though many precautions are taken, doubt and fear 
are often expressed in several countries that industri 
of great importance for their particular country would 
not be able to stand up to the new conditions. If% 
you consider the great difference, for instance, between 
Holland and France, this doubt to some degree may 
be justified. Speaking in general terms, the economy 
of France is protected by high tariffs. With Holland, 
on the contrary, being by tradition and interest a free | 
trade country with relatively low tariffs, the abolition 
of customs barriers in Europe may favour its inter- ` 
European trade. But until now the trade of Hol- 
land has been (and for a not negligible part) directed 
to countries outside the six of the community. This 
trade may be hampered by the new and higher cn 
mon tariff; on the other hand, the new common 
external tariff for France wil be lower than its 
existing tariffs. The question to be answered is 
whether Holland will be able to find a compensation 
within Little Europe for the probable loss of its 
markets abroad, and whether France will find markets ` 
abroad to compensate the competition on its inner 
market from its partners in the common market. 


Calculation of the External Tariff 


Let us consider now the way in which the new 
common tariff to be applied on the commerce o 
third countries will be brought into effect. 

-The general line is that the external tariff will be 
calculated on the basis of the arithmetical average 
of the rates applied on January rst, 1957, with 
Benelux considered as one territory. For Italy, 
however, the applied rates are not used, but those 
laid down by the G.A.T.T.; a divergence of a 
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maximum ro per cént above the applied rates may ` 


— be possible, however. A list A. is compiled, containing 
. a list of products, to which the registered duty 
applies. 

With regard to the general line however the follow- 

ing limitations and exceptions are to apply: 

(a) a list B., containing items (mainly raw materials) 
for which the external tariff may not be pigner 
than 3 per cent of the value; 

(b) a list C., containing items (mainly semi-manu- 
factured products) for which the external tariff 
may not be higher than 10 per cent; 

(c) a list D., containing items (products of in- 


organic chemistry) for which the external tariff 


2d may not be higher than 15 per cent; 

(d) a list E., containing items (products of organic 
chemistry) for which the external tariff may not 
be higher than 25 per cent. With regard to this 
list the rule applies that to calculate the average 
of the Benelux duties, in so far as these are under 
3 per cent, the average is to be put at 12 per cent; 

(e) a list G., containing items for which the external 
tariff will be established during the first stage of 
the negotiations, after the treaty becomes 
operative. Products may stil be added to this 
list by each of the participating countries, 
up to a maximum of 2 per cent of the import 
value from third countries for the year 1956. In 
so far as the negotiations within this term do not 

3 have the expected result, the Council, on the 
proposals of the Commission, must lay down the 
external tariff: 

(i) before the termination of the second stage 
by a unanimous decision; 

(ii) ye the termination of the second stage 
by a qualified majority; 

(f) a list F., containing a small number of items, for 
which the external tariff ad hoc is laid down. 


When the Commission finds that the production 


within the community of goods entered on the lists : 


B., C. and D. is not sufficient for the provision of 
one of the participating countries and this member 

ditionally has an important import of specified 
products from third countries, the Council can grant 
tariff concessions to the interested party. This means 
that permission is given to import a limited quantity 
at a lower tariff than the common one. On the request 
of the interested participating country, the Com- 
mission will grant tariff concessions if the manu- 
facturing industry should experience harmful conse- 
quences from an insufficient provision within the 
community or from a change in the source of the 

; provision. 
For the introduction of.the external tariff two 
neral rules apply: 


| (1) For tariff items, on which the applied rates do 
not vary more than 1 5 per cent above or below 
the common tariff, those common tariffs will be 
applied after the termination of the first stage; 

(2) When the difference between applied and com- 
mon tariff is greater than 15 per cent, then at 
the end of the first stage a decrease is made 
of at least 30 per cent. After the termination 
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of the second stage, a further decrease of 30 per 
cent takes place; at the close of the transitional 
period the last 40 per cent ought to be covered. 

Referring to special difficulties, a country can be 
authorized by UR Commission to slow down the 
adjustment to the common tariff. This possibility 
is subject to two conditions: the authorization 1s for 
a limited time and for a total of tariff items, which 
for the country concerned does not constitute more ` 
than 5 per cent of the value of its import out from 
third countries of the last year for which statistical 
records are available. 

: When the combination of a gradual liquidation 
of the internal tariffs and the creation of a common 
external tariff give rise to 'deviations of the com- 
mercial intercourse', the Commission can grant 
interested parties to ‘take those measures necessary 
to- prevent such deviations. As far as necessary, the 
participating countries have to attune their customs 
legislation and rules in order to apply a uniform 
régime, on goods out of third countries as well as on 
goods coming from the community. 

This includes such matters as the method by which 
the value of goods is to be ascertained, the definition 
of customs value itself, the nomination of the goods 
for the purpose of tariff classification and the standard- 
izing of certificates of origin. This last question will 
be of especial interest during the transitional period, 
when the customs barriers will not have been entirely 
eliminated and the common external tariff will not 
have come into full effect, so that different tariffs will 
be levied by the various partners on the same goods. 


Origin of Goods 


To show you the problems I will dwell a little more 
upon the question of determining the country of 
origin of a certain item. This problem arises when 
an item is not wholly manufactured in one country 
with materials all of them produced in that country. 

In some European countries two methods are 
adopted. With one of these, a product ia regarded as 
originating in the area if the value of the factors of 
area origin incorporated in that product (such as raw 
materials, semi-manufactured products, components, 

labour, overheads), exceeds a certain percentage of 
the value of the product. This percentage is fixed 
jointly in advance and it may be fixed at different 
levels according to the categories of products. 

The other system of defining origin is based upon 
types of processing. That is to say, a product is 
regarded as originating in the area if the processing 
operations effected in it correspond to types. of 
processing accepted by the countries of the area 
and laid down in a common list. It is thought that 
for the common market a combination of the two 
systems will be decided upon. 

To give you an impression of the great changes 
the common tariff will cause in the rates now effective, 
I will give some examples of Benelux rates compared 
with those of the common market. All rates are 
expressed as a percentage of the value of the goods. 
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The first figure is the Benelux rate, the second one 


is the rate of the common market. Comicon 
| Benelux Market 
rate. rate ` 

Portland cement  .. x 3 IO 
Leather i5 23 » 6 IO 
Wire T 4 IO 
Ordinary hardboard 15 21 
Printing machines .. LS 6 12 
Woollen textiles .. T 18 I7 
Ethylene plastics .. T 3 22 
Unbleached cotton yarns .. 4 IO 
Detergents .. W Dei I5 2I 
Harvesters .. is D 6 14. 
Printing paper A IO 5 


Before closing my speech connected with custom 
tariffs I want to draw your attention to another facet 
of the proposed customs union as part of the common 
market. As you will know, the six initial members of 
the common market are also contracting parties of 
the General Agreement on Tariffs and Trade 
(G.A. T.T.). In that connection they have accorded a 
tremendous number of concessions with regard to the 
rates of customs duties of about thirty other countries, 
which are also contracting parties of G.A.T.T. 
Besides, it is a leading principle of GA TT that 
concessions granted to one party of the agreement 
automaticaly apply to the imports from the other 
parties, In a strict sense this should make a customs 
union between a section of G.A.T.T. members im- 
possible. This consequence was not desired. On the 
contrary, Article XXIV of the agreement of G.A. TT. 
shows a certain benevolence to customs unions: 

- 4) The contracting parties recognize the desir- 
ability of increasing freedom of trade by the develop- 
ment through voluntary agreements of closer inte- 
gration between the economies of the countries, 
parties to such agreements. They also recognize that 
the purpose of a customs union or of a free trade 
area should be to facilitate trade between the parties 
and not to raise barriers to the trade of other con- 
tracting parties (of G.A.T.T.) with such parties. 

'(5) Accordingly, the provisions of this agreement 
shall not prevent as between the territories of con- 
tracting parties, the formation of a customs union, 
provided that with respect to a customs union, the 
duties and other regulations of commerce, imposed 
at the institution of any such union in respect of 
trade with contracting parties, not parties to such 
union, shall not on the whole be higher or more 
restrictive than the general incidence of the duties 
and regulations of commerce applicable in the 
constituent territories prior to the formation of such 
union.' 

]t is clear that the problem is to decide whether 
or not the general incidence of the common tariff is 
higher or more restrictive than the various duties 
levied previously and separately by the members of the 
common market. T'wo questions arise: first, what 1s 
to be understood by 'general incidence'?; second, 
how can we know that the incidence of the new 
tariff is higher than the average incidence of the old 
Xariffs? 

‘General incidence’ can. be explained, as a German 
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writer has done, as the degree of hampering import 
trade. I must say, however, that this makes the 
conception not a bit more exact! In my opinion it is 
impossible to give a precise notion of general inci- 
dence. Therefore it seems to me that G.A.T.T. only 
meant to give a general directive without attaching 
a precise notion to it. This leads inevitably to the 
conclusion that the negotiations with the other 
G.A.T.T. partners can be very difficult, because 
every opportunity is given for a subjective interpre- 
tation of the conception of ‘general incidence’, And 
suppose that we have some notion about the meaning 
of the term, how can we know that this incidence 


is higher than when the old tariffs were operativer 


The customs union can lead to trade deviation, both 
between the six and with regard to third countries. 


Also, its consequence can be the creation of a new - 


trade with third countries, because of the higher 
standard of living within the union, as a result of 
that union. All these factors are mixed and it seems 
clear that only a very long time after the new tariff 
will have come into force will it be possible to appraise 
the influences of that tariff on the trade with third 


parties. Nevertheless, the regulations of G.A. II 


include the necessity to state this influence before- 
hand — very delicate matter indeed. 

Although so much more can be said about specific 
customs problems I cannot ask too much of your 
time, especial as there are other fiscal problems ` 
which I should not neglect. 


Turnover Taxes 


When we take into consideration that the common 
market aims at eliminating the trade barriers between 
the six member countries, it is not to be forgotten 
that the customs duties do not form the only fiscal 
barrier to international trade. We also have to look 
at the international taxes levied on products, such as 
turnover taxes and excises. Although such taxes 
are leviéd principally on goods produced or traded 


within the country (and consumed in the same A 


country), it is a general practice in Europe that on a 
foreign product imported in such a country, a duty 
is imposed to compensate for the internal taxes 
imposed on the national products. On the other hand 
it is also generally accepted that on exportation some 
refund is given of internal taxes levied before. 

The trouble is that there is a great difference 
between theory and practice. As a condition for fair 
competition and free price-setting on an international 
market, it is deemed necessary that the merchandise 
concerned can be offered free of internal revenues 
of the country of An and unfavoured by subsidi 
from that country. the Continent, for instance, 
regulations concerning turnover taxes in force in 
the various countries are often so complicated and 
between each other so different, that in many cases 
one can hardly say whether the prices for exported 
goods are free from internal revenue or whether 
Eel are kept artificially low by unjustified refund of 

uties, 


1 


| 


A 


—— ai 


June 1st, 1957 


Take for instance the German turnover tax (the 
so-called "Umsatzsteuer"). This inland tax is levied 
cumulatively in all stages of production and trade. 
The rate consists of a certain percentage of the selling 
price of goods, when the ownership is transferred, 
and of de. remuneration of services rendered by 
independent enterprises. 

'Thus, in the retail price of manufactured goods is 
included a cumulation of turnover taxes levied on 
the purchase of raw materials, on the cost of transport, 
on the purchase of machinery used, on the purchase 
'of auxiliary goods, on the se price of the manu- 
facturer to the trader. win da the transporters, 
M whose services are taxed, make use of trucks on which 
` | turnover tax was paid and this tax has been calculated 
in their transport fares. And even that is not all. Some 

materials or services are not taxed at the same rate, 
while others are exempted. I will leave the rest to your 
imagination, for this is not the end of the possibilities. 
It will be clear now, that any refund of internal 
revenue under the working of such a complicated 
system must be necessarily more or less arbitrary. In 
a certain sense the same is the case with duties levied 
on imported goods with the object of compensating 
for internal revenue duties imposed on the home 
product of the same kind. Such arbitrary refunds or 
compensatory duties, generaly fixed at certain 
, percentages of the selling price, evoke suspicion in 
_ other countries, and do not encourage good and 
. sound trade relations. With regard to countries 
upholding such a cumulative all-stage turnover tax, 
the common market treaty has a special provision. 
Article 97 says, that such countries may use average 
rates for one product or a group of products without 
by so doing intruding into the principle that goods 
from other members may not be less favourably 
taxed than the home product and that no discrimina- 
tion between the products of those members is 


allowed. An organ of the community has been pro- : 


vided to give directives and even decisions in case a 
member country transgresses these principles. 

But here again other difficulties are to be studied 
and solved before the common market can be com- 
pleted. They are connected with the fiscal system 
of each country involved. For example, in some 
countries part of social security expenditure will be 
paid out of the general tax receipts, whilst in other 
countries such expenditure will be met either in 
or in its entirety by special levies on ea 

this latter case the countries would be under no 
obligation to refund these levies, because they repre- 
sent a part of the cost of production. 


Harmonization of Turnover Taxes 


However, the former type of countries may rightly 
claim that in their case a total refund of turnover 
tax on exports would go too far; the treaty recognizes 
in the common market the existence in one or 
more countries of the turnover tax based on a 
cumulative all-stage system. The question whether 
this is rightly done is justified. Dr Ganser, secretary- 


THE 
ACCOUNTANT 


657 


general of the German International Fiscal Associa- 
tion group, in an address to this group delivered on 
March 18th, 1957, came to a conclusion quite opposite 
to the acceptance of this system by the treaty. In 
the first place any system of refund in case of export 
and compensatory levy in case of import requires 
customs control between the members of the com- 
munity. This should be avoided because it is against 
the trend of the common market to establish the free 


. flow of goods between the member countries. In the 


second place, and from an economic point of view, 
perhaps the most important side, no cumulative and 
all-stage system of turnover taxes can guarantee 
that merchandise within the common market can be 
offered at prices really uninfluenced by turnover 
taxes. Dr Ganser comes to the conclusion ~ and on 
theoretical grounds I fully agree-that such a 
guarantee can only be found by harmonizing the 
turnover tax systems of the six member countries. 
This should be done in such a way that the tax is 
(levied only in the last stage, viz. when the goods are 
‘sold for consumption by retailers. Whether this goal 
can be reached is not known. I may mention that 
Article 99 of the treaty prescribes the study of the 
ways and means by which legislation of the different 
countries on turnover taxes, excises and other 
indirect taxation can be harmonized to the interest 
of the common market. This harmonization should 
not only be necessary as regards the system, but 
should also include the height of the rates. 

Let us take a tax system with relatively low 
turnover taxes but very high direct taxation such as 
income tax. When only the turnover tax systems are 
harmonized, without equalizing the rates of turnover 
tax, we will see that merchandise from the other 
members will flow to the member country with low 


turnover tax rates, to the detriment of national 


producers in the last country, because the national 
producers have to pay high taxes, whereas the 
foreign producers, provided they have no permanent 
establishment in the country with the low turnover 
tax rates, are not obliged to pay these high direct 
taxes. 

The result of harmonizing a system without 
equalizing the rates of indirect taxation could be 
that the low-rate country would be obliged to protect 
its home producers by protective measures, such as 
quantitative restriction of foreign exchange regu- 
lations, which is against the idea of the common 
market. 

To show you that those difficulties are not entirely 
a fruit of imagination, it is sufficient to give you some 
data about the breakdown of the total receipts from 
taxation of incomes and capital taxes on the one side 
and turnover taxes on the other side. Dr Ganser, in 
his address, mentioned the following percentages, 
[see table at foot of page 658] taken outof an O.E.E.C. 
publication named Changes in the Structure of Taxa- 
iion in Europe. 

Take such extreme cases as France and the 
Netherlands. In France 35 per cent of the Budget 
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receipts are from direct taxes, whereas in the Nether- 
lands this is 66 per cent. On the other hand 41 per 
cent in France comes from turnover taxes, while the 
comparative percentage in Holland is 22 per cent. 
Harmonizing the system of turnover taxes in such a 
way that the tax is only levied in the last stage from 
production till consumption, without equalizing the 


rates, would mean that Holland would be flooded. 


with goods from France, unless protective measures 
were taken. 

The percentages I showed to you. demonstrate 
also, however, that the countries concerned cannot 
limit themselves to equalizing the rates of turnover 
taxation. Suppose that France and Holland should 
agree on a common tariff resulting in both countries 
in a receipt of 32 per cent of their total revenue. 
In that case France would have to increase, e.g. its 
direct taxes, to find the missing o per cent and 
Holland would have to lower its direct taxes to 
compensate for the increase of turnover tax receipts 
by ro per cent. This is not such an easy issue 
because a certain partition between direct and 
indirect taxation is based upon structural differences 
in the countries concerned, differences not only in 
the economic sense, but also of a psychological 
and social nature. 'l'o make substantial changes in 
the systems of taxation requires such far-reaching 
alterations in the minds of the people that some 


doubt is justified whether the common market will : 


ever attain the ideal of a harmonized and equalized 
tax system. Some grounds for doubt can also be 
found from the experiences of the Benelux countries. 
Ten years after the customs union between Belgium, 
the Netherlands and Luxemburg came into force, 
notwithstanding all endeavours and good intentions, 
not one step of importance was taken towards 
harmonizing the turnover taxes, let alone other 
kinds of taxation, between the three countries con- 
cerned. 

And such is the case, notwithstanding the fact that 
the differences are not so great by far as, for example, 
between Holland and France. 


Direct Taxation 


I have given you a superficial survey of fiscal 
problems connected with the common market, as 
regards customs and some other indirect taxes. 
Both are the type of levies to which the wording of 
the treaty gives a direct cause for contemplation. 
The question arises however, whether direct taxation 
-such as income tax and the continental type of 
corporation tax- cannot be a hindrance for the 


Taxes on 

Income and consump- 

capital Turnover — tion, 1.6. 

taxes taxes excises 

Belgium 53 29 18 
France 35 4I 24 
Germany 63 27 IO 
Italy .. SN 30 2I 49 
Luxemburg 67 - 24. 9 
Netherlands 66 22 12 
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functioning of the common market. If we keep in 
mind that the treaty also aims at eliminating barriers 
between member States against the free flow of 
services and capital and the free establishment of 
business in a member State owned by a resident 
of another member State, it will be clear that the 
incidence of direct taxation cannot be overlooked. 
The treaty itself does not mention direct taxation. 
Article 100, however, opens the opportunity to give 
directives for the harmonization of legislation and of 
administrative rulings which execute a direct 
incidence on the establishment and the functioning 
of the common market. Because of the condition 


that the incidence must be a direct one, one may 5 


doubt whether this article provides the legal base for 
measures to prevent international double taxation. 
Whatever it may be, it is nevertheless true that 
double taxation, especially in the field of income, be 
it individual or corporate, can be a serious barrier 
against economic integration. 90 one may expect that 
the common market, when realized, will be a strong 
stimulant to seek and find solutions to problems of 
double taxation of income, benefit and perbaps 
death duties. 

The comparison of various national tax systems 
may lead to the establishment of regulations that 
will suit every State concerned. Although one can 
hardly expect that the various tax laws can be.unified, 
it seems possible nevertheless to eliminate differences 
which prove to be unnecessary after a careful study 
of the subject. I am thinking of notions like residence, 
domicile, permanent establishment, business con- 
nection, business profit, amortisation, etc. If far- 
going harmonization in this sense can be attained, the 
conclusion of treaties to prevent double taxation can 
be made easier. Perhaps multi-lateral conventions will 
be possible. The International Fiscal Association 
may draw up models for draft conventions. It goes 
without saying that the common market will create 
occasions for the Ássociation to increase the activities 
in the field of international taxation. 


If we bear in mind that the treaty for a European 
common market up till now is not much more than a 
blue-print for the outlines of a building, whereas the 
partition of room between the future inhabitants and 
the detailed M eii es for living together as yet 
have to be dealt with and thus the building even 
must be constructed, it is clear that very much 
work lies before the peoples of Europe. My personal 
opinion is that up till now the treaty of the common 
market is a masterpiece of politicians’ technique, 
in so far as it shows in its 243 articles an under- 
standing which on nearly all issues of material value 
is in reality not an understanding at all. 

This has been attained not only by ingenious 
escape-clauses, but also by postponing the solution 
of many difficult questions till further negotiations. 
It is up to all Bs are of the opinion that the 
realization of the common market is desirable, to 
give it its material content, even by sacrificing special 
interests.on behalf of the general welfare of Europe. 
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Weekly Notes 


The Institute of Municipal Treasurers and 
Accountants 


At the annual conference of The Institute of Muni- 
cipal Treasurers and Accountants held in Edinburgh 
| this week, Mr 
W. O. Atkinson, 
M.B.E., F.I.M.T.A., 
was installed as 
President of the 
Institute for the 
year 1957—58. 

Mr Atkinson, 
who is the county 
treasurer of Mid- 





widely varied ex- 
perience of local 
government finance 
having served suc- 
cessively the cor- 
porations of West Hartlepool, Watford, Lowestoft, 
Wimbledon, Blackpool and Acton. He is a Fellow 
and Gold Medallist of The Institute of Municipal 
Treasurers and Accountants and has been a member 


of the Institute's Executive Council since 1949. 


He has also served as a member of a number of 
Government committees and working parties dealing 
with varying aspects of local government finance 
and has been a financial adviser to the Association of 
Municipal Corporations. He is a member of the 
Executive Committee of The Society of County 
Treasurers. 

Mr J. W. Hough, ong, F.S.A.A., F.I.M.T.A., Who is 
Borough Treasurer of Islington, London, has been 
installed as Vice-President of the Institute. 

A report of the proceedings at the annual confer- 
ence appears on other pages of this issue. 


—rwenty-eighth National Cost Conference 

The twenty-eighth national cost conference of The 
Institute of Cost and Works Accountants was held 
at The Connaught Rooms, London, on Thursday 
and Friday of this week and will be followed today 
by the Institute's thirty-eighth annual general meet- 


ing. The theme of the conference was the future of ` 


electronic machinery in workshop and office, and 
details of the programme were given in our issue of 
May 4th. We hope to include a report of the pro- 
ceedings in next week's issue. 


— "Removing Misconceptions 


In our issue of March 2nd this year, we commented 
in a leading article on an important new publication 
by the British Institute of Management, called 
Presenting Financial Information to Employees. Now, 
with the more colloquial title of Putting them in the 
Picture, comes a pamphlet from the Economic 


League containing seventy thoughts, strung out like 


“ 


dlesex, has had a. 


the analects of Confucius, on the same theme. The 
League seems to approve, in general, of management 
taking the workers into its confidence, but advocates 
that careful consideration should be given to the 
nature of the information and the manner in which it 
is expressed. It is useless, for example, to release 
statistics: involving decimals if the recipients do not 
understand the decimal system. At one works, the 
pamphlet states, a man’s rate was altered from 
Io'r5 pence to 10:2 and that started a row because 
he thought that his rate had been lowered. His card 
was thereupon altered to read 1r0:20 pence and 
harmony was restored. — 

One of the principal enemies of truth is ignorance, 
and the League believes that it is in removing popular 
misconceptions about such terms as capital and pro- 
duction costs, overhead expenses, sales, profits and 
dividends that management should concentrate. 
Methods of communication are also important. Tt is 
suggested that open discussions conducted by some- 
one knowledgeable in the art of interpretation 1s likely 
to produce good results provided that the stairs are 
swept 'from the top downwards', meaning that the 
senior staff should be approached and initiated first 
before tackling the men on the floor. The League 
claims to have made a study of this problem by 
sending representatives to address meetings and 
conduct courses at works and factories in various 


parts of the country. 


Publicizing the Stock Exchange 

Nearly a quarter of a million people have visited the 
gallery of the London Stock Exchange. In referring 
to this in his speech last week at the annual general 
meeting of the proprietors, Sir John Braithwaite, 


‘chairman of the Council of the Stock Exchange, 


announced that a lecture room, equipped also as a 
cinema, was under construction and that this addi- 
tional amenity should add considerably to the interest 
and educational value of a visit to the House. Sir 
John also suggested that a policy of spending more 
on publicity was becoming ‘increasingly desirable and 
advantageous’. A campaign of national advertising 
might make known to a wide public, unable to come 
to watch members at work, the services provided by 
the Stock Exchange. l 

Because of financial considerations and the building 
restrictions of the Corporation of London, it will 
not be possible for a good many years to rebuild the 
present premises. Sir John emphasized the need 
now to ‘prepare the ground financially’ for rebuilding 
at a later date. Among external matters to which he 
referred was the effort which his Council, with the 
support of the merchant bankers, the insurance 
companies and the investment trusts, was ing to 
persuade the Chancellor of the Exchequer to reduce 
the stamp duty on the transfer of securities which 
remained ‘the highest in the world’. 
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Profits Tax Loophole 


A yar ago the decision of Upjohn, J., in CLLR. v. 
Pollock & Peel Ltd (35 A.T.C. 206) revealed two 
very large loopholes in the elaborate provisions 
dealing with distributions in relation to profits tax. 
The Court of Appeal, on May 24th, dismissed the 
Crown's appeal against that decision, so it will not be 
surprising if the Finance Bill is amended in the 
House of Commons to make up the deficiencies in 
the drafting of the Finance Acts of 1947 and 1951. 

The company increased its paid-up capital from 
£2,004 to £30,060 by capitalization of profits. 
Eleven months later it went into liquidation, sold its 
business to a new company for shares in an ordinary 
reconstruction, and distributed between the two 
shareholders £15,030, being the surplus realized on 
liquidation. The Crown claimed that the £15,030 
was a gross relevant distribution of the last chargeable 
accounting period, either under Section 31 of the 
Finance Act, 1951, or under Section 35 of the 
Finance Act, 1947. Both arguments have been 
rejected, and leave to appeal to the House of Lords 
refused. 


Deposit Interest Without Tax Deduction 


Hitherto the Inland Revenue have insisted on hire- 
purchase finance houses deducting income tax from 
interest paid on deposits, arguing that these deposits 
form part of the capital of such undertakings. This 
is in.contrast with the payment by ordinary banks 
of deposit interest in full. In their case the Inland 
Revenue take the view that the deposits are part of 
the banks’ stock-in-trade and therefore that the 
interest is not yearly interest. Now, according to a 
report in The Financial Times of May 28th, 1957, the 
Inland Revenue are understood to have agreed with 
the hire-purchase finance houses that money taken 
under deposit arrangements which definitely limit 
the term to less than one year need not have tax 
deducted at source from the interest payments, these 
being treated as not being 'yearly' interest. 


Annual Report of National Insurance 


The sixth interim report by the Government Actuary 
for the year ended March 31st, 1956, was published 
this week. At the end of the year the National Insur- 
ance (Reserve) Fund stood at £1,167 million com- 
pared with {1,069 million the year before. The 
National Insurance Fund was down from £381 
million to £316 million. The result was a net increase 
in total funds of £34 million. These changes are 
partly the result of transferring {100 million from 
one fund to the other by means of open market 
operations. The sale involved a loss of £1:3 million 
but the new securities in the reserve fund will yield 
over {1 million a year extra in interest income. 

The average number of persons for whom national 
contributions were paid in 1955 was about 24 million, 
there having been an increase on the year of 100,000 
men employed and 250,000 married women. Rather 
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more than half of the latter figure is a real increase. 
The rest is due to the inclusion for the first time in _ 
the sample investigation on which these figures are 
based of an allowance for married women who are 
sick or unemployed but who were not entitled to 
benefit because they had elected not to pay contribu- 
tions. There was a fall in unemployment during this 
period which resulted in savings in payments of 
unemployment benefit but these were offset by 
increases in weekly rates introduced by the National 
Insurance Act of 1954. 


The Young Idea 


A recent survey of the sports, hobbies and reading : 
habits of some 8,000 boys and girls in public, grammar 
and secondary modern schools in England and Wales, 
conducted jointly by W. H. Smith & Sons, the book- 
sellers, and George G. Harrap, the publishers, pro- 
duced some interesting and surprising results. Among 
the sports selected, cricket, football and swimming 
were most popular among the boys. The girls 
favoured tennis, swimming and netball. The hobbies 
mentioned were many and varied, the favourites 
among the boys being stamp-collecting and model- 
making and, among the girls, reading, needlework, 
music and dancing. The types of books read by both. 
boys and girls tended towards the sensational; war, 
crime and adventure stories being at the top of, 
nearly every list. In every group the libraries exer- ^ 
cised the greatest influence in the choice of reading 
matter, T'he newspapers and periodicals listed were 
mainly of the popular order although one boy elected, 
rather ambitiously perhaps, for the 'Manchester 
Garden’. 

The survey tackled, too, the question of career 
ambitions. The public and grammar schoolboys 
opted mainly for the professions, the first nine 
choices being engineering (9:60 per cent), medicine 
(5:30), teaching (4:46), research chemistry (3:93), 
the Royal Navy (3-86), the law (3:43), the Royal Air 
Force (2:53), accountancy (2:43) and the merchant 
navy (1°36). In no other group did E 
appear. Boys from secondary modern schools were, 
as might be expected, more technical in their out- 
look. Engineering was again the most popular choice 
with 16:30 per cent favouring it, followed by elec- 
tricians (5:50), carpenters (3:70), farmers (3:40), 
draughtsmen (3:20) and printers (3:10). Teaching, 
secretarial and nursing aspirations were easily first ` 
in the girls’ sections. 


Cheques Bill Unopposed 


The Cheques (No. 2) Bill gained an unopposed third 
reading on Friday of last week and it is likely that it ^7 
will reach the Statute Book by July. 

Mr R. Graham Page, the sponsor of the Bill, 
referred in the Commons to the Bill's contribution 
to increased productivity by cutting out wasteful 
effort, saying that it would save the need to endorse 
about 630 million cheques a year. Mr Page has now 
to invite a peer to pilot the Bill through the Lords. 
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Reviews 


Accountancy Explained 
by W. T. DENT, A.C.A. 
(Gee & Co (Publishers) Ltd, London. 25s net; 
25s 8d post free) 
To accountants with the techniques of their pro- 
fession at their finger-tips, Mr Dent's book may seem 
no more than a pleasant exercise in the recapitulation 
of fundamentals. To business men who have not 
had an accounting training and who wish to have a 


4 more exact knowledge of the subject, however, this 


entirely new work should prove to be a most useful 
guide. | 
Starting with chapters on the purposes and methods 
of accounting, the distinction between capital and 
revenue and the various books of account, the author 
then goes on successively to describe the significance 
. of the trial balance and control accounts and the 
general form of financial statements and their 
contents. He next deals with the special features of 
partnership and limited company accounts, extending 
the latter to include those of holding and subsidiary 
companies. After two further chapters on depart- 
mental and branch accounts, he concludes with some 
reflections on the interpretation of financial state- 
ments. : 

Throughout this survey, Mr Dent, as befits one 
who has had wide tutorial experience, is patient and 
precise without ever becoming pedantic. His ex- 
planations when he comes to the more advanced 
8 of his subject maintain the same high level of 
lucidity which he sets himself at the start of the book 
and, where possible, he illustrates his points with 
practical examples. By writing this work, Mr Dent 
has made a substantial contribution towards the 
better understanding by laymen of the intricacies 
of accounting statements. 


Accounts from Incomplete Records 
by JOHN G. SIMPEINS, A.C.A. 
Third Edition 
(Gee & Co (Publishers) Ltd, London. 15s net; 
155 7d post free) 
There is an intense satisfaction to be derived from 
producing a reliable and realistic set of accounts from 
a collection of apparently unrelated bank pass-book 
sheets, cheque counterfoils and vouchers. In order to 
experience the thrill of creating accounting order out 
of chaos, however, it is necessary first of all to under- 


— stand the principles of double-entry book-keeping 


and to be able to SERE them to imperfect and in- 
complete records. Mr Simpkins provided the means 
of doing so ten years ago when he wrote a concise 
monograph on the subject, and the appearance of 
another edition of this work indicates that students 
continue to receive benefit from his clearly: and 
sensibly worded advice; 


Consolidated and Other Group Accounts 
Third Editton , 
by Sm THomas B. ROBSON, M.B.E., M.A., F.C.A. 
(Gee & Co (Publishers) Ltd, London. 25s net) 


The trouble with many textbooks is that when con- 
sulted on a particular point they do not give the 
specific answer. The actual problems encountered 
in practice are generally just that little bit more 
individual and complex than the theoretical circum- 
stances so neatly discussed and elucidated in print. 

In the preface to the new edition of his book on 
consolidated accounts, Sir Thomas Robson em- 
phasizes that its object is simply to lay down the basic 
principles of consolidation and to indicate the general 
procedure which should be followed in preparing 
such accounts. Despite these self-defined limits, the 
frequent number of times one finds the answer to 
unusual problems in 'Robson' demonstrates the 
author's ability to anticipate and explain the situ- 
ations likely to trouble his readers. 

It is a pleasure to welcome a new and up-to-date 
edition of a book which, without a superfluous word, 
gets 80 directly to the heart of its complex subject. 


Green's Death Duties 
Fifth (Cumulative) Supplement Zo Third Edition 
by C. D. HARDING, LL.B.(LOND.) 


(Butterworth & Co (Publishers) Ltd, London. 
Supplement only 12s 6d net (by post 13s); complete 
work 75s net (by post 76s 9d)) 

Mr Harding is a newcomer to the ranks of the 
editors of Green but there is no doubt that his work 
is well up to the very high standard which one has 
come to expect. The additions in the new supple- 
ment are numerous but very much to the point; it 
hardly needs recommendation by a reviewer, for no 
possessor of Green dare be without it. Those who use 
other textbooks may nevertheless be helped by 

Mr Harding's comments on the new law. 


RECENT PUBLICATIONS 


“TAXATION Kev TO INCOME Tax AND SURTAX, edited by 
Ronald Staples. 223 pp. 8$ X 54. 10s net. 10s 5d post free. 
Taxation Publishing Eo Ltd, London. 

ACCOUNTING TERMINOLOGY, a project sponsored by The 
Committee on Accounting and Auditing Research of 
The Canadian Institute of Chartered Accountants. 
iv-+77 pp. 94x6. The Canadian Institute of Chartered 
Accountants, Toronto 5, Canada. 

Tue FAnMER's LEGAL AND FINANCIAL HANDBOOK, by David 
Shrand, M.COM., A.8.A.A., C.A.(S.4.) and Gordon Davis, 
Q-C., M.A.(OXON.), LL.B.(S.A.). vi+265 pp. 84x54. Legal 
and Financial Publishing Co, Capetown. 

Tax PLANNING AND THE FAMILY COMPANY, with precedents, 
by David R. Stanford, M.A., LL.B, xxviiit4i12 pp. 
10x 64. £2 10s net. Sweet & Maxwell Ltd, London, 

INDUSTRIAL TRADE AsSOCIATIONS: Activities and Organ- 
ization. xiii--340 pp. 8$x5¢. 30s net. Political and 
Economic Planning, 16 Queen Anne’s Gate, London, 

-SW1; George Allen & Unwin Ltd, London. E 
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Finance and Commerce 


Uncertainty in the gilt-edged market and the pressure 
of new issue calls on the equity sections are tending 
to keep the stock-markets generally in check. Busi- 
ness has become very selective. 


Johnson & Phillips 


This week's reprint gives the accounts of Johnson 
& Philips Ltd, one of the big companies in the 
electric cable manufacturing industry. It was a 
difficult year for the company with a reduction in 
profit and a call on the dividend equalization fund; 
incidentally, one of the few instances in which such a 
fund has fulfilled its purpose. The practice is 
becoming more general nowadays of concentrating 
reserves under the two main heads of capital and 
revenue. 

Among the important reasons given for the fall in 
profit is the sharp fall in the price of copper of which 
several thousand tons is used each year. Between 
March and December, copper dropped approximately 
40 per cent. Large stocks of cable are carried and 
some products were sold on a falling market with 
‘unavoidable and substantial losses’. 

There was also a considerable reduction in the 
demand for cables from the nationalized industries 
and other buyers which is attributed to the ‘credit 
squeeze’ and curtailment of capital expenditure. 
Export business was also down, and both at home and 
abroad, profit margins were lower. 

Another contributory factor to the disappointing 
results, the directors state, was a loss by the Australian 
factory which manufactures switchgear and kindred 
products. There have been unexpected difficulties 
and set backs in getting this project on to a profit- 
earning basis but profits are expected this year. The 
Scottish factory faced a curtailment of demand owing 
to hire-purchase restrictions. 

Reconstruction of the Charlton cable works was 
completed but a further expenditure of £24,245 8s 6d 
was incurred and as the item did not arise from normal 
trading, ‘the directors have prayed in aid’ {£24,000 
from Revenue Reserve Account. 

Results for the first quarter of 1957 are ‘more 
encouraging’. There is a better order book and copper 
prices have an ‘air of stability’. Which inevitably 
raises the question of why the extent of the more 
encouraging results should not have been given to 
shareholders. The figures are obviously available. 

As readers will notice from the reprint, there is in 
these accounts an evident reluctance to accept modern 
practice in published accounts. Shillings and pence 
have long been out of fashion and it is unusual to see 
balance sheets extended in length by adjustments to 
reserve which are plainly evident elsewhere. 

It will be noticed that when the figures are retired 
to the comparison column, approximation to pounds 
is effected. There seems to be a survival of the idea 


that approximation of the figures for the year of the 
accounts would not provide a true and correct view. 


Aecautts Received 


A difficulty presents itself sometimes in a surfeit of 
material. Company secretaries send us their accounts, 
obviously in an improved form, accompanied by the 
previous year's and leave to us the meticulous com- 
parison of the two accounts necessary to see whether 


the new production represents an extension of the ‘ 


information previously given. Time being inelastic, 
accumulation results. 

The accounts of Atkinson Lorries Ltd have been 
thus standing by. These are basically in the same 
form as previously but are decidedly better set out 
and more easily readable. The statement by the 
chairman, Mr W. G. Allen, F.c.A., is improved by the 
inclusion of graphs and statistics. 

We have also noticed the improved presentation 
of the accounts of Bass, Ratcliff & Gretton Ltd, this 
year. In this case the balance sheet has been re- 
formed -still double-sided but with net current 
assets taken over and deducted from current liabilities 


to produce a total of fixed assets and net current  — 


assets; from this total is deducted first, the deben- 
tures and mortgages, and then the interest of the 
minority shareholders. 

Groves & Whitnall Ltd, another brewery company, 
has modernized its form mainly by taking out detail 
for presentation as notes. With the old and the new 
accounts side by side, one can appreciate the Insti- 
tute's recommendation on this point in sorting out 


: the wood from the trees. 


"Transparent Paper 


The accounts of Transparent Paper Ltd for I956 


deserve a note to themselves. Their improved presen- 


tation is a work of art and this year there is a separate 
‘Progress Report 1946-56’ which by a descriptive 
table of comparative results extracted from the 
accounts, graphs and statistics, shows what has 
happened in that decade. 

This table of comparative results is particularly 
interesting in showing, with the growth in ordinary 
capital employed and reserves from {£270,000 to 
£1,840,000, the fact also that the ordinary dividend 
distribution, calculated on average capital employed, 
has gone steadily down from 12-9 per cent to 7:3 
per cent. 


Money Market 


With the market’s bid cut to £99 os sd there was a 
fresh rise in the Treasury bill rate on May 24th. The 
average rate was £3 18s 2:85d per cent with applica- 
tions totalling £378,905,000 for the £220 million of 
bills offered. This week's offer is £230 million. 
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Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Registration of the Profession 


Sir, — It took very many years for the Council of the 
Institute to recognize that Associates with half a 
lifetime of extensive practice abroad might just 
possibly be as qualified for fellowship as Associates 
with five years’ experience of incomplete records in 
a small town in the United Kingdom, and even then 
their belated remedy cured nothing. The rules govern- 
ing fellowship prescribe that every application there- 
for shall include the recommendation of two existing 
Fellows to whom the applicant must be personally 
known. Since the longer he has practised abroad the 
less likely is an Associate to be personally known 
(in the sense required) to two Fellows in the United 


Kingdom, and thanks to the old rules there can be no , 


Fellows where he practises, the door remains as 
closed today as it ever was. | 

It is, I think, a fair conclusion that if, after the 
gravest deliberation, the Council are satisfied that 
they have opened a door which in fact remains tightly 
shut, then they may quite possibly again have missed 
the obvious in other matters, notably integration of 
the profession. 

Now that our pundits are again proclaiming the 
'impossible', we, out here, are reminded that we had 
Government registration of accountants for approxi- 
mately fifteen years, and that worked admirably as 
well. The system was simple. All qualified practi- 
tioners were automatically admitted to the Govern- 
ment register, together with those 'qualified' by a 
specified experience. All accountants on the register 


became ‘registered accountants’ but retained their ` 
original qualifications and added them to their official: 


title, thus: ‘Smith & Co, Chartered Accountants, 
Registered Accountants’, or ‘J. Smith, A.C.A., R.A.. 
. Entry to the profession was either by automatic 
admission on proving a recognized accountancy 
qualification, or by articles to any registered account- 
ant, followed by examinations spread over the 
~ period of the articles in the usual way. Simple legisla- 
tion provided that balance sheets could only be 
signed by registered accountants. 

Now, sir, why could not a joint committee examine 
this proved system of registration, and adapt it for 
United Kingdom .conditions? Such a step would 
eliminate all the recent bitterness aroused by partial 
integration, and the difference between the various 
bodies would cease to be of any moment. The public 
would only be concerned with obtaining the services 
of a registered accountant, and the additional 
letters indicating the path by which registration was 
achieved would cease to puzzle or matter. 

Today the members of the leading bodies of 
qualified accountants are all ‘recognized’ by Govern- 
ment as competent to conduct major audits, and a 


simple piece of legislation would make this official, 
and at the same time exclude from practice altogether 
any ‘accountants’ not on the register. 

I do not wish to enter into the controversy over 
the relative merits of the training received by mem- 
bers of the three main bodies of accountants, other 
than to remind the members of any one of them that 
within their own body some are better accountants : 
than others. The implied guarantee given to the 
public by all of them is that though many exceed 
it, there is a standard of competence below which 
their members do not fall, This same assurance 
would be carried by admission to the national 
register, and those who take pride in their particular ` 
membership (and who does not?) would continue 
to take pride in exceeding the statutory standard of 
competence. And I hope their clients agree with 
them! 

| Yours faithfully, 
Madras, India. R. G. N. PRICE, B.sc., A.C.A. 





In Lighter Vein 2 
Sm, - Your readers may share our amusement on ^ 
recejving the following lines from a client in response 
to our request to him to send in his books and papers: 


Dear Sir, 

But, can I be so bold? 

When I feel compelled to answer 
Your note, so very, very cold — 

. How business-like, how formal, i 
Your note, received today, i 
Reminding me of what I know- 

To be prepared to pay. 
You want my books and papers; E 
You want the whole darn flood. Wo eee 
But you forgot to state, my friend 
How many pints of blood! 
Please do not deign to answer, 
My heart will soon be bared; 
I haven't earned a penny 
'That I know will not be shared. 
No use to cry for mercy — 
Why alone should I be spared? 
So, sharpen up your pencil, 
And sharpen up your wits, 
To open up each loophole . Da 
That legitimately fits. 
Be prepared to do your duty 
Like Nelson did before; 
And remember — you may ask, of course — 
But you'll get ne’er penny more. 

A Yours faithfully, 

S. M. K. 
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-SEVENTH NATIONAL TAXATION CONFERENCE 
TORQUAY, OCTOBER 18th to 2lst, 1957 


This year's national conference — the seventh — to be 
organized by our contemporary Taxation, is to be held 
in Torquay from Friday to Monday, October 18th to 
21st, 1957. 


The conference, as in previous years, will be under ` 


the chairmanship of Mr Ronald Staples, Founder- 

| Editor of Taxation, and will be open to members of 
y the accountancy and the legal professions, and to 
7 ‘accountants in industry and commerce. 

Besides the business sessions dealing with various 
aspects of the law and practice of taxation, there will 
be an interesting programme of social events, with 
special attractions for the lady visitors. The provisional 
programme is outlined below. 


Provisional Programme 
All business sessions will be held in The Pavilion. 


Friday afternoon, October x8th 


Short inaugural address by the Conference Chairman, 
Mr Ronald Staples, followed by a civic welcome by 
the Mayor of Torquay, Councillor A. L. Goodrich, 
J.P. It is hoped that lady visitors will attend these 


bae 
Address by Mr A. E. Aylmer, B.8c., A.R.C.8., on 
“Taxation planning in commercial undertakings’. 


Chairman: Mr Bertram Nelson, F.S.A.A., J.P., 
Immediate Past President of The Society of Incor- 
porated Accountants. 


Friday evening 
A cocktail party will be given by the Editor of Taxation 
to which all members and their ladies will be invited. 


Saturday morning, October 19th 


ck appeal meeting. The Commissioners will hear 
three appeals of a wide and general interest, details of 
which will be announced later: 


Commissioners: Sir Harold Howitt, G.B.E., D.8.0., 
M.C., D.C.L., J.P., F.C.A. (Chairman); Mr M. F. Coop, 8.4; 
A, N. Other. 


Clerk to the Commissioners: Captain J. E. Eastley. 
Appellant: Mr K. R. 'T'ingley, A.A.C.C.A. 


Counsel for the appellant: Miss L. I. M. Thomas, 
LL.B. 


Inspector: Mr H. F. Hodgkinson. 
____ Accountants: Mr R. J. Pickerill, a.c.a., A. N. Other. 
For the ladies: A coach tour of some of the beauty 
spots of South Devon. 


Saturday afternoon 


Address by Mr John E. Talbot, rF.c.4., on ‘Recent 
legislation'. 


Chairman: Rt. Hon. Lord Latham, K.ST.J., J-P., 
' F.A.C.C.A., F.C.I.S. 


Address by Mr Percy F. Hughes, a.s.a.a., F.C.I.S.; 
on ‘Double taxation’. 


Chairman: Sir Bruce Wycherley, M.c., F.C.1.8. 


Saturday evening 


Civic reception and dance to be given by the Mayor of 
Torquay, Councillor A. L. Goodrich, J.P., in the Town 
Hall, to which all members and their ladies will be 
invited. 


Sunday morning, October 20th 
A morning service for conference members and their 
ladies at Holy Trinity Church. 

A special eighteen-hole medal round golf competi- 
tion for the Taxation Challenge Cup will take place 
over the Torquay Golf Club course. 


Monday morning, October 21st 
Address by Mr L. C. Graham-Dixon, Q.C., on ‘Recon- 
structions: the effect of taxation on changes in owner- 
ship of businesses'. 

Chairman: Mr A. S. H. Dicker, M.B.E., F.C.A,. 
President (1956-57), The Institute of Chartered Ac- 
countants in England and Wales. 


Address by Mr R. B. Pollott, M.A., F.C.A., on ‘Com- 
putation of profits'. 


Chairman: Mr V. R. Chennell, F..c.c.a. 


For the ladtes: A mannequin parade is being specially 
arranged. 


Special Facilities and Travel Arrangements 


'The conference headquarters and information office will 
be at The Palace Hotel and special facilities will be 
granted to all members of the Conference by the 
Corporation of Torquay. 

Special rail travel arrangements are being undertaken 
by Messrs Dean & Dawson and for the assistance of 
the organizers it would be helpful if those desiring 
travel reservations from or via London would notify 
the conference secretary as soon as possible. 


Registration 


Readers wishing to attend the conference are asked to 
make early application for registration as numbers 
have to be restricted. Applications are dealt with in 
strict rotation. There is a conference fee of £2 2s for 
each person attending, and no further charges what- 
goever are made by the organizers, all social functions, 
including tours, being free. Those attending will only 
be required to pav for hotel accommodation. Regis- 
tration forms and lists of hotels may be obtained from 
the Conference Secretary, Mr Frank E. Lyndon, 
98 Park Street, London, Wr. 
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THE INSTTTUTE OF MUNICIPAL TREASURERS 
AND ACCOUNTANTS 
ANNUAL CONFERENCE IN EDINBURGH 


The seventy-second annual conference of The Institute 
of Municipal Treasurers and Accountants was held in 
Edinburgh on Wednesday, Thursday and Friday of 
this week, attended by over 1,300 representatives 
from local and public authorities. ` 

At the opening session on Wednesday morning, 
following an official welcome by the Rt. Hon. Lord 
Provost of Edinburgh, the conference was addressed 
by the Minister of State for Scotland, the Rt. Hon. 
Lord Strathclyde, R.N.(RET.), C.A. After the Minister's 
address, the statutory annual meeting of members was 
held at which Part B of the report of the Council for 
1956-57 — dealing with matters of domestic interest to 
members — was presented. In the afternoon Part A of 


the report, containing matters of general interest, was 
considered in open session and was followed by the 
présidential address of Mr Ernest Sinnott, F.I.M.T.A., 
F.S.A.A. We reproduce below extracts from the report 


. and from the President's address, together with sum- 


maries of the two papers presented at the business 
sessions on 'l'hursday. On Friday morning, the con- 
ference was addressed by the Minister of Housing 
and Local Government, the Rt. Hon. Henry Brooke, 
M.P., and in the afternoon the conference concluded 
with the investiture of the new President. (A photo- 
graph and biographical notes about the new President 
appear elsewhere in this issue.) 


EXTRACTS FROM THE REPORT OF THE COUNCIL 


l Review of Local Government Finance 


The Council has noted the statement on the Government's 
roposals for the review of local government finance made 
y the Minister of Housing and Local Government on 

February 12th last. The Council is not able to express a 

considered view upon the proposals until much fuller 

details of them are made known. What is said under this 
heading must be regarded as no more than an intermediate 
comment. 

The Council approves the sentiments ressed in the 
statement that the Government's proposals for the re- 
organization of local government in England and Wales 
‘are designed to strengthen the local government system’; 
that ‘in doing this it is essential to improve the financial 
relationship between the central government and local 
authorities ; and tbat 'the greater the independence of local 
authorities in the raising and spending of their money the 
better for the good health of local government'. 

Two major changes in the structure of local government 
finance are proposed: a change in the system of Exchequer 
grants by the substitution of a general grant in aid for 
specific grants now mainly on a percentage basis, and a 
reduction in the measure of derating enjoyed by industry 
and freight-transport undertakings. 

'The Council agrees with the Minister that the greater 
the financial independence of local government and the 
closer its own revenues march with its responsibilities the 
stronger and healthier it is likely to be. Thirty years ago 
local authorities over-all were meeting two-thirds of their 
net expenditure out of local taxation; now they are meeting 
well under one-half. Local rates are criticized more and more 
as an inadequate basis of taxation; and there is a growing 
demand that the Government should make available to 
local authorities other sources of revenue. In many quarters, 
therefore, tbere will be a feeling of disappointment that 
the Government is not to make available to local authorities 
any new source of local revenue, and that no tax now 
levied nationally is to be ear-marked for their direct benefit. 
Whilst the Council appreciates that to hand over to local 
authorities the levy of any national taxes might in times of 
stress lead to a conflict of tax jurisdictions, it feels that the 
Government should give its reasons for still restricting the 
independent tax income of local authorities to the local rate. 

'The Council agrees with the Minister that the rating 
system provides a sound basis for local taxation, although 
there are some difficulties to be overcome; but it would 
point out that these difficulties arise in the main from action 
taken by successive Governments over the last thirty years. 


The derating of agriculture and industry and freight 
transport, the statutory under-valuation of dwelling-houses, 
the concessions granted by the Rating and Valuation 
(Miscellaneous Provisions) Áct, 1955, and tbe derating of 
commercial properties by the Rating and Valuation Act, 
1957, have had the effect of eating into the local tax basis, 


and have produced the tangle that makes the present rating; 


system so unsatisfactory. The Council is certain that the 
only way to restore the integrity of the rating system and to 

e it function equitably as part of the general tax system 
of the community is to wipe out all these anachronisms and 
anomalies, to assess all properties on current values, and 
levy the contributions of their occupiers to the local rate on 
those values. The Government could hardly be expected to 
restore the full rating of agriculture, industry and freight 
transport at one stroke; but it should give local authorities 
an assurance that this is what it intends to bring about in the 
long run. It is an unsatisfactory state of affairs that leaves 
agriculture (already heavily subsidized out of taxation) and 
industry still subsidized out of local rates.... 


Rating and Valuation (Miscellaneous Provisions) i 


Act, 1955 
The full complexities of Section 8 of this Act have been 
brought out in the first year of its operation. The total 
relief accorded to charitable and other organizations varies 
in its incidence on local finances, but the extent of the 
problem in some areas is indicated by the changes for the 
purpose of the distribution of Exchequer Equalization 
Grant contained in the Rating and Valuation Act, 1957: 
under the Act rateable value which, under Section 8 (2) of 
the 1955 Act, is no longer effective is not brought into the 
Equalization Grant calculations. This may have consequen- 
tia] effects on the exercise of the discretionary powers 
accorded to local authorities to grant additional relief, or 
relief after the statutory period, under Section 8 (4) of the 


1955 Act. 

Local Authority Borrowing — 
The year has again been one of fluctuating fortune for local 
authorities in dai money market. The ‘credit squeeze’ was 
maintained throughout the year- the Chancellor of the 
Exchequer emphasized that the reduction in the Bank rate 
to 5 per cent in February did not mean any relaxation — as 
have the restrictions on capital expenditure. Interest rates 
have been, both for short- and long-term loans, in excess 


of s per cent for the most of the year up to the time of 


writing this report. This is perhaps best exemplified by the 
Public Works Loan Board rates which, although they have 


i 
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to explore the money market thoroughly before recourse to 
r the Board, are intended to reflect *. . . the credit of local 
' authorities of good standing in the market for loans of com- 
parable periods’. 


Superannuation Fund Investments 


The Council has noted the provision of the Manchester 
Corporation Act, 1956, which permits the Corporation to 
| invest moneys of its Superannuation Fund, subject to 
| limiting conditions, in, inter alia, commercial and industrial 
^ debentures and ordinary stocks and shares. This provision 
. marks a new departure in the management of local authority 
. superannuation funds, though it has been possible for the 
. public boards to invest moneys of their pension funds in 
this way since the establishment of their superannuation 
J schemes. The Council feels that these extended powers will 
~ interest all members of the Institute who are concerned 
with the investment of superannuation fund moneys. 


Recruitment and Training 
of Financial Officers 


For some years the local government service, and indeed, 
the public service generally, has been concerned about the 
increasing difficulties of recruitment, and subsequently the 
adequate training of young entrants so that they may be 
well equipped to fill the highest executive posts in the 
service, and to assist local and public authorities in facing 
the increasing DERE of their administrations. 
This urgent problem, as it affects loca! government as a 
wWvhole, is twofold, First, that the service should offer a 
(standard of living competitive with that now offered by 
E- and industry and, secondly, that for the ambitious 






trant seeking a career, it should provide the prestige of a 
rofessional qualification of high standing and recognized 
, for promotion to the highest posts. 
` With the economic aspect of the problem, this Institute 
is not primarily concerned, since it is a matter for the 
Associations of Local Authorities and their staff organiza- 
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tions. The Council is, however, bound to say, that in its 
considered opinion, there is a serious decline in the number 
of candidates of the right quality which must lead to 
anxiety about the future staffing of the service of the 
higher levels. l 

With the second aspect of the problem, however, the 
Institute is vitally concerned. For over fifty years one of its 
main objectives has been to provide for Local and Public 
Authorities a steady stream of well trained financial officers, 
and to offer to junior entrants the opportunity of an account- 
ancy career in the public service. It has maintained that its 
professional diploma, in open competition with that of any 
other accountancy body, should be a test of eligibility for 
the highest posts in the service. Further, it has maintained 
the principle that entry to its examinations should be free 
from any financial bar and be open to all who are willing 
to commit themselves to the rigorous course of training and 
self discipline which the Institute's syllabus prescribes. 

Candidates from local government finance departments 
seeking à ‘broadening’ qualification have for very many years 
been eligible, under a special bye-law, to read for the exam- 
inations of the Society of Incorporated Accountants. This 
facility has added to the attractiveness of local authority 
training schemes, particularly to those candidates who may 
subsequently, for a variety of reasons, wish to seek advance- 
ment outside the public service. 

As a result of the recently published proposals for the 
merging of the Society with the Institute of Chartered 
Accountants, this door will, if the merger proceeds, be 
closed to local government students. Candidates are not 
eligible for the examinations of the Institute of Chartered 
Accountants unless they serve articles of clerkship in the 
office of a Chartered Accountant in private practice. 

This major change in the structure of the accountancy 
profession will increase the future responsibilities of this 
Institute in providing qualified staffs for the local govern- 
ment financial service. The Council hopes that members of 
local authorities will examine the implications of this 
change when framing their staff training schemes and when 
filling professional appointments within the service. 


THE PRESIDENT’S ADDRESS 


The President, Mr Ernest Sinnott, F.1.M.T.A., F.S.A.A., said 
that he would speak on three themes — accountancy in 
relation to public administration, capital investment as it 
affects local and public authorities, and the duty of all 
concerned in public administration to administer efficiently. 


j Accountancy in Relation to Public 
~~e Administration 


"The President first traced the development of the account- 
ancy profession from early times and spoke of the increasing 
demands on the profession because of the requirements of 
legislation in the twentieth century. There was a need also 
to develop modern techniques of accountancy and particu- 
larly to produce information which would help management 
.to direct and control events. The President thought that the 
public service would find a practical substitute for the spur 
of the profit motive in comparative costs. The chief 
financial officer should be able to advise and guide his 
authority and ensure that finance was given its proper 
weight. 
Mr Sinnott went on to talk about the training of account- 
ants. He thought that the profession would suffer if entry 
—qWus obtainable only under articles. In the public service 
. particularly, the required knowledge was best obtained by 
training with the authorities concerned. It was, moreover, 
socially just that entry to the accountancy profession should 
be attainable without articles where, as in the public 
service, circumstances made it possible. The President said 
that serious thought would have to be given to the problem 
of recruitment and training for the public service and he 
called for some interchange of local authority and public 
' board finance staffs to widen the basis of training. 


Capital Investment Policy 


‘The President next turned to the problem of capital 
investment. Failure to reconcile competing demands for 
capital could result in an adverse trade balance. No 
emphasis was needed on the importance of modernizing 
the equipment of industry, but the capital expenditure of 
local authorities was also important in two ways; firstly in 
its role in maintaining the policy of full employment, and 
secondly in its indirect effect on production. Mr Sinnott 
thought that an increase in the resources available for 
capital projects could be secured but that there was no 
room for complacency; our competitors would not stand 


The President considered the different methods of 
allocating capital investment and said that the various 
combinations of direct and monetary controls we had had 
since the war had failed to produce either the required 
volume or the ideal composition of capital investment: 
Local authorities had a responsibility to test each project 
on the criterion ‘Do the benefits of the scheme justify the 
effects upon the rate poundage?' and public boards should 
always have due regard to their statutory obligations to pay 
their way. 


The Duty to Administer Efficiently 


Mr Sinnott's third topic was the duty to administer 
efficiently. If national resources were to be used to the best 
effect, public services of high standard were essential and 
it was the duty of those in public administration to reach 
these standards whilst using & minimum proportion of 
national economic resources. The President suggested that 
continuous review of methods of working rather than 
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intermittent economy drives was the best method of 
securing economies. New services ought not to be started 
without most serious consideration of their inevitable 
tendency to grow; control should start with the study of the 
project at the earliest possible stage. He also thought that 
the rigidity of national wage and salary agreements codd 

a drag on economy and that there was much to be said 
for rewarding special merit. ` 

The President mentioned organization and methods 
reviews as a method of achieving economies and suggested 
that the reviews could with advantage be extended to 
technical functions as well as to administrative and clerical 


BUSINESS 


Housing Finance: A Realistic Approach 


Mr W. E. Mason, M.C., F.I.M.T.A., formerly City Treasurer 
of Manchester, addressed the conference on Thursday 
morning on the subject of ‘Housing finance —a realistic 
approach'. He pointed out that only education received 
more grant aid than housing. Housing subsidies from the 
Exchequer had been increasing by about £6 million annually 
in recent years. 

Mr Mason reviewed briefly the history of municipal 
housing and said that shortage was the reason for local 
authorities first undertaking housing. At the time of the 
worst shortages subsidies were introduced because the high 
cost of building and improved standards were not matched 
by rent-paying capacity. Rent control had resulted in 
another form of subsidy, and landlords had been denied 
the income to keep their property in reasonable repair. 

Both forms of subsidization, said Mr Mason, had 
resulted in millions of tenants not having a proper apprecia- 
tion of the cost of production and maintenance of houses. 
À second adverse result was that production of houses for 
letting was now virtually a monopoly of municipalities and 
monopolies were not generally good, leading, he thought, 
to the formation of pressure groups. He considered, too, 
that subsidies had had the effect of increasing building 
costs. 


Housing Shortage 


Mr Mason said that names on housing waiting lists, apart 
from those still living in wretched conditions, reflected the 
desire for something new and the wish to have a good thing 
without paying its proper price. The 1951 Census showed 
that the number of dwellings was approaching the ideal 
position of one dwelling, one household and the most 
recent figures available indicated almost equality of dwell- 
ings and households. Progress had not been uniform 
throughout the country but figures for the different regions 
showed that there was a similarity of experience. The present 
need was for replacement of the slums and he urged that 
this should now take precedence over building for general 
needs. ; 
Rent-paying Capacity 

Mr Mason next dealt with the question of rent-paying 
capecity and said that at present wage rates much higher 
rents could be paid. He produced comparative figures of 
pre-war and post-war wages and earnings and pointed out 
that in a large proportion of households there was more than 
one earner. If rents were increased some increase in pensions 
and national assistence would be necessary but this would be 
a better way to deal with the question of poverty than the 
housing subsidies method. The presence of children in a 
family made a considerable difference to family expenditure 
on necessities but Mr Mason thought that family allowances, 
taxation relief and welfare work in schools and clinics 
mitigated the added burden to some extent and rent- 
paying capacity was not affected to a very great degree. One 
test of the possibility of increased rents was the way in 
which the population spent its income. In 1955 expenditure 
on tobacco and drink each represented £18 per head of the 
population. By comparison he calculated annual rents paid 
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work. Electronic equipment would soon be a practicable 
proposition for many, he predicted, and consideration 
would have to be given in the future to the combination of 
medium-sized authorities for a jointly-owned installation. 


Intelligent use of comparative unit costs such as were - 


issued by the Institute could also lead to increased efficiency. 
` In conclusion, the President said that if mutual trust and 
full co-operating could be developed between management 
and labour, we could have greater prosperity than we had 
yet known. We should strive continuously for improvement 
and try to create conditions in which the most able and 
energetic were free to undertake the trust of leadership. 


SESSIONS 


per head as £6 ros in rent-controlled dwellings and £11 10s 
in council houses. 


In conclusion, Mr Mason said that the shortage of houses 


had now been remedied but that adaptation and redistribu- 
tion of the stock of houses was necessary and rent discipline 
would assist this; slum clearance was the urgent job. for 
local authorities. 


Financial Administration and the 
Electronic Age 


Dr A. H. Marshall, cns, B.8C.(ECON.), PH.D., F.I.M.T.A., 
F.5.4.A., City Treasurer of Coventry, speaking at the 
afternoon session on Thursday, on the subject iran 
administration and the electronic age', said that the in- 
troduction of electronically operated office machinery made 
more urgent the need for integration of financial administra- 
tion, Two things were clear, he said, firstly, other methods 
of handling routine data would be replaced by electroni 
methods in the near future and small offices unable to 
justify separate installations would take their work to a 
computing unit. Secondly, complete co-ordination of the 
accounting records was an essential preliminary to the 
introduction of an electronic installation. 

The great diversity of local authority services and the 
nature of the committee system made the work of co- 
ordination more difficult but also more necessary. A council 
could not be sure that it was applying the sarne standards 
to every scheme it considered unless financial advice was 
centralized; or that all the financial implications were 
brought to its notice unless the chief financial officer was 
consulted at the earliest stage. Unified financial arrange- 
ments were, moreover, one of the chief means of co- 
ordination between departments. 

Dr Marshall next considered the effect of unintegrated 
financial arrangements on administration. He distingui 
between control of the financial system, which did ‘not 
depend on the place where records were kept, and control 
of the records themselves. The financial officer who was 
not given full control of the financial and accounting 
work was prevented from carrying out properly the duties 
of his office. This must lead to a waste of his energy and 
abilities and might lead him to advocate unnecessary 
centralization of the records so that he could control 
accounting operations. Absence of central control of 
systems might also lead to an unhealthy and unbalanced 
growth of internal audit. 

Dr Marshall thought that the introduction of electronic 
equipment required a new attitude to accountancy. New 
techniques were necessary and local authorities must be 
willing for time and money to be spent on preliminé 
investigations. Moreover, the rapid advances in this ficld 
made new installations out of date almost as soon as they 
were introduced and courageous decisions were necessary. 

'The new techniques made the work of external auditors 
more difficult and Dr Marshall thought they would have to 
rely to an increasing extent on internal audit. Methods 
work also had a close connection with internal audit and 
although the two had distinct functions they could co- 


operate effectively and fruitfully. : 
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THE INSTITUTE OF CHARTERED: 
ACCOUNTANTS IN ENGLAND AND 
WALES i 
MEMBERS’ LIBRARY 

A third cumulative supplement to the ‘Short List’ of 
books has now been issued. Copies, which contain 
additions to March 1957, will be sent to members 
by the Librarian, free and post free, on receipt of an 
addressed label. Copies of the last edition of the ‘Short 
List’, published in August 1955, are still available. 


x | PERSONAL 


Messrs KEMP & Brrniz, Chartered Accountants, of . 


Bay Street, Nassau, Bahamas, announce that they have 
changed the name of their. firm to Messrs KEMP, 
BIRNIE, BRITCHFORD & Co, Chartered Accountants. 
. Messrs GOODRIDGE, SKLAR & Co and SKLAR, PALMER 
& Co, Chartered Accountants, announce that they 
are removing their offices to 35 Bedford Row, London, 
Mu as from June 3rd, 1957. Telephone: Chancery 
164-5. 
PROFESSIONAL NOTES 


Mr F. W. Berringer, F.8.A.A., F.T.L.I., F.LARB., has been 
re-elected a councillor of the borough of Bromley, 
Kent, representing the Conservative party on the 
Town l : 

Mr Hugh Cowan-Douglas, C.A., a partner in the 
firm of Brown, Fleming & Murray, Chartered 
Accountants, of Glasgow, has been appointed a 
director of ''wyfords Ltd. 

Mr B. J. Birkle, A.C.A., previously assistant manager 
and secretary of the Zürich Insurance Co and the 
Bedford General Insurance Co Ltd, has been appointed 


deputy manager and secretary of both companies as. 


from June rst, 1957. 


CHARTERED ACCOUNTANT MAYORS 


w.'lwo chartered accountants were recently elected 
mayor and deputy mayor of two London boroughs. 
They are: Mr A. Marks, F.C.A., senior partner in the 
fitm of A. Marks & Co, of Wimpole Street, London, 
who has been elected Mayor of Finsbury, and Mr 
H. C. Littlewood, A.C.A., A.C.I.S., of the firn of C. F. 
Middleton & Co, of Basinghall Street, London, who 
has been elected Deputy .Mayor of Islington. 


NATIONAL DEBT OFFICE APPOINTMENT 
The National Debt Commissioners have appointed 
Mr H. S. Mileman, at present a principal clerk in the 
National Debt Office, to succeed Mr O. J. Phillips, 
C.B.E., PIA, a8 Assistant Comptroller to the Commis- 

, Sioners on the latter's retirement from that post on 
Mm 31st, 1957. : | 
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OBITUARY _ 
Mr Eric PHILLIPS,-F.S.A.A. E e s 

We have learned with regret of the recent death at the 
age of forty-six of Mr Eric Phillips, F.8.4.4., who 
practised under the style of Eric Phillips & Co, Incor- 
porated Accountants, at 31 King’s Road, Sloane 
Square, London, SW3. RS Psy 

Mr Phillips was educated at Sloane School and after 
spending a period abroad during which he' taught 
languages, he returned to London and was articled 
from 1932—37 to Mr F. F. Sharles, F.5.A.A., of F. F. 
Sharles & Co, Incorporated Accountants, of London, 
Manchester and Paris. d 

He was admitted an Associate of the Society in 
March 1937, and in the same year he founded his 
practice in Chelsea, During the Second World War, 
Mr Phillips served in the:army and attained the rank 
of captain in the Essex Yeomanry. He took part in the 
invasion of Europe, but when returning home on 
leave was severely injured in a car crash which may 
in some way have been a factor in his later illness. 
He was elected a Fellow of the Society in 1942. 


SHEFFIELD AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


'The seventy-fifth annual meeting of the Sheffield and 
District Society of Chartered Accountants was held 
last Monday in the Library, Campo Lane, Sheffield, 1, 
when the report of the committee for 1956 was received 
and adopted and the new officers were elected for the 
ensuing year. ` 

The annual report gives the Society's membership 
at December 31st, 1956, as 249 — an increase of twenty- 
eight on the previous year's total. Seven lecture meet- 
ings and a mock appeal were held in association with 
the Sheffield Society of Incorporated Accountants, and 
particularly successful were the two luncheon meetings 
held to welcome newly-qualifed chartered account- 
ants in the district. "UEM" 

'The following were elected officers of the Society for 
1957-58: i D SN 

President: Mr Frank Downing, F.C.A. 

Vice-President: Mr W. H. Olivier, M.A., F.C.A. 

Hon. Secretary: Mr M. Sheppard, A.C.A., Imperial 
Chambers, Norfolk Row, Sheffield, 1. pres 
- Hon. Treasurer: Mr Harry Wharam, F.C.A. 

Hon. Auditor: Mr Sydney Jones, F.C.A. "E. 

Members newly elected to the committee were Messrs 
E. T. Ashworth, T:p., F.C.A., S. J. Corsan, A.C.A. and H, 
Hebblethwaite, F.C.A. AM uc 

‘Mr C. A, Whittington-Smith, LL.M., F.C.A;, -pro- 
posed a vote of thanks to the retiring President, Mr B. 
‘Thomas, F.c.A., for his services to the Society during 
the past year. This was seconded by Mr M. Sheppard, 
A.C.A., and carried with acclamation. - ~- ge Sed 
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THE INSTITUTE OF BOOK-KEEPERS 
ANNUAL MEETING 


The forty-first annual general meeting of The Institute 
of Book-keepers was held at The Great Eastern Hotel, 
Liverpool Street, London, on Saturday, May 25th. 
Mr Ernest K. Gross, A.C.W.A., F.B.1., Chairman of the 
Institute, presided. 

In his speech moving the adoption of the annual 
report and accounts, Mr Gross said that the member- 
ship of tbe Institute now numbered nearly r,500, an 
increase of forty-two members over the previous year. 
Mr Gross also referred to the growing number of cost 
clerks who, while ‘book-keepers’, are not catered for 
by the Institute's examinations, and suggested that 
suitable papers in all grades for cost book-keepers 
should be introduced by the Institute. 


The annual meeting was followed by the District: 


Societies’ Conference at which papers were presented 
by Dr A. G. Pickard, B.8C.(ECON.), M.COM., F.A.M.A., on 
“The office worker’, and by Mr J. A. C. Jackson, M.A., 
B.8C.(ECON.), B.COM., on “The teaching of book-keeping 
— past, present and future’. 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


Membership of the Committee 


Mr Cottam, who has represented the Bedfordshire 
Branch on the Committee of the London Students’ 
Society, has resigned because of pressure of work and 


the Branch has appointed Mr P. J. Gillam, their. 


Secretary, to succeed him. 


Liaison with the Senior Society 


Liaison with the London and District Society of 
Chartered Accountants has long been part of the 
policy of the Students’ Society Committee. One link 
is the Students’ Society representative on the District 
Society Committee. For the year 1957-58 the Com- 
mittee has reappointed Mr W. K. Wells, B.A., F.C.A., 
to act in this capacity. 


Whole-day Course 


The committee has discussed at length a proposed 
whole-day course for distant students. It has long been 
felt that the evening lectures and demonstrations, 
attractive though they might be generally, do not 
warrant the more distant members travelling into the 
City to attend for an hour or an hour and a half. 
To overcome this, it is proposed to tun a series of 
lectures for a whole day once a month , throughout 
the winter. The first day will be run as an experiment 
and, if successful, a series will then be started. A pro- 
gramme has been drawn up for the first day, October 
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INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


' List OF MEMBERS, 1957 


A new edition of the List of Members of The Institute - 
of Cost and Works Accountants, now published, gives 
details of membership corrected up to November 
3oth, 1956. 

The book contains alphabetical and topographical 
lists of members together with information about the 
Institute's branches, sub-branches and students’ 
societies and its eight ‘centres’ in South Africa and 
Southern Rhodesia. Other information includes the 
names of past presidents and the composition of the 
Council and of the Institute's nine committees. 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 


The monthly meeting for Bible reading and prayer 
will be held at 6 p.m. next Monday, June 3rd, in the 
vestry at St Mary Woolnoth Church, Lombard Street, 
EC3. The scripture for reading and thought will be the 
parable of the labourers’ pay. (St Matthew, xx. 1-10.) 


t 
KM 


7th, which will consist of two lectures in the morning 
a mechanized accounting demonstration in the after- J] 
noon, and, in the late afternoon, the President's 
meeting in Guildhall. 
Annual General Meeting 

At its monthly meeting in May, the committee con- 
sidered- the two motions passed at the last annual 
general meeting. Mr J. R. Harris’s motion will be 
forwarded to the London and District Society. The 
committee is to meet again to discuss the motion moved 


by Mr C. A. Westwick, requesting a survey of the 
members of the Society on the present system of 


training and education. B 


Debates Prizes P 


The ‘William Cash’ prizes for debating for the spring 
session 1957 have been awarded to Mr D. M. Bruce 
and Mr D. Clark. 
Sports 

A successful record has been achieved in the last 
month in the recreational activities of the Society. 
At chess, the Society beat the B.B.C., 54 to 24, and 
at rugby, squash and hockey the Society defeated the 
Solicitors’ Articled Clerks. The hockey match at 
Surbiton was won by 3 goals to nil in an exciting 
game in which the forwards in particular played fast 
and constructive hockey. d 
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EMPHASIS ON ELECTRONICS 


HE proportion of articles in this special Business 

Efficiency Issue which deal with one aspect or another 

of the application of electronics to accounting is in 
keeping with the upsurge of interest which this new .develop- 
ment is creating in the profession. As a guide to what is currently 
being produced in the shape of electronic computers, PROFESSOR 
LEMKE’s survey could hardly be bettered. It is true that he reports 
on conditions obtaining a year ago but the building of a highly 
individual machine like a computer is a long and complex process 
and plans for producing and marketing them do not mature 
overnight. For that reason, PROFESSOR LEMKE's observations are 
still very much news. 

Of the other articles on the puc one draws attention to the 
preliminary planning which must be undertaken in the interval 
between making the decision to order a machine and the actual 
installation. Another considers the wider conception of a de- 
centralized electronic data processing system with the computer 
as an integral part. These contributions, together with the one on 
the use and storage of magnetic film, afford a good introduction 
to the two case studies, one of the smooth transition by a bank 
from manual to advanced electronic methods and the other of a 
large manufacturing company which aspires to have in time a 
fully integrated computer control system. 

Other articles in this special issue, although they have not 
electronics as -their theme, have the common objective of 
promoting efficiency in the factory and in the office. Four of them 
deal with the control of cash, raw materials, stores and that 
intangible but very valuable commodity, time. Another tackles 
briefly the often neglected art of office filing and, finally, there is 
a case study of the help which mechanization may give to 


municipal áccounting. 


We feel sure that, after studying the contents of this symposium 
our readers will believe, even before inspection, the assertion 
MR MERCER makes in his foreword that a larger number of 
important developments in the field of office machinery than ever 
before will be displayed at this year's Business Efficiency Exhibi- 
tion. We would emphasize that the purpose of this preview in 
print is not to advertise the merits of this or that product but to 
provide our readers with an eclectic survey of the latest improve- 
ments in the industry as a whole. In this highly competitive age, 
no accountant if he wishes to give his client or company the 
best service can afford to remain aloof and academic. He must 
learn for himself, befere presuming to advise others, how the 
wheels go round. ` 
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SCHEDULE E AND RESIDENCE 


SOME NEW PROBLEMS SURVEYED 
: by ARTHUR REZ, B.Com., F.A.C.C.A. 


ECTION 1o, Finance Act, 1956, introduced 

important modifications to the assessment of 

persons in employment, but the individuals 
mainly concerned by this enactment are those 
whose employers are not resident in the United 
Kingdom. Until 1956-57, such employees resident 
in the United Kingdom were liable to tax only on 
the sums paid to them in this country. The 
assessments in these cases could only be made 
under Case V (2) (now embodied in Section 
132 (2) (b), Income Tax Act, 1952) in respect of 
a foreign employment and, therefore, assessable 
on a remittance basis. 


Two Important Decisions 


In 1951, the Inland Revenue sought to bring into 
assessment the whole of the emoluments, whether 
remitted here or not, of persons resident in the 
United Kingdom but employed by non-residents. 
It was argued that, as the duties were carried out 
in the United Kingdom, such employments fell 
within the provisions of Schedule E on. the full 
remuneration and not Case V (2), limited to sums 
received in the United Kingdom. This attempt 
failed when a Dutch journalist representing an 
Amsterdam newspaper in London appealed 
against the Schedule E assessment, and similar 
action was taken by the manager of the London 
branch of an American bank. The cases of Bray 
v. Colenbrander (32 A.T.C. 123; 34 T.C. 138) 
and Harvey v. Breyfogle (32 A.T.C. 127; 34 T.C. 
138) reached the House of Lords in 1953, when 
it was finally established that individuals in the 
United Kingdom, employed under arrangements 
made abroad with non-residents, did not come 
within Schedule E but were assessable under 
Case V (2). 'T'his decision rested on the outcome 
of the earlier case of Bennet v. Marshall (16 A.T.C. 
377; 22 T.C. 73), in which it was held that, as 
the contract.of employment was made with a 
non-resident employer in America, the only 
remuneration assessable was the amount received 
in the United Kingdom. 

The consequence of these decisions was to give 
added encouragement to persons in similar cir- 
cumstances to restrict the payment of their 
salaries in the United Kingdom to the bare 
necessities, thus limiting their tax burden to an 
important degree. Apparently, the Inland Revenue 
regarded this as merely a temporary set-back, 


anticipating that the position would be rectified 


"when the Royal Commission on the Taxation of 


Profits and Income submitted their report. This 
the Royal Commission did to a certain extent by 
recommending (paragraph 305, Final Report) 
that, in general, all residents in the United - 
Kingdom should be assessed on the full emolu- ‘ 
ments, whether the duties are performed in the ' 
United Kingdom or elsewhere, in respect of an 
employment primarily centred in the United 
Kingdom; but that any such person domiciled 
abroad whose duties were carried out in the 
United Kingdom as well as outside should be 
liable for tax only on the emoluments for the 
work in the United Kingdom and on remittances 
from the activities abroad. 

Fortified by this recommendation, the Govern- 
ment included a provision in the Finance Bill, 
1956, to nullify completely the decision in Bray 
v. Colenbrander and Harvey v. Breyfogle, without, 
however, drawing any distinction between persons 
of United Kingdom and foreign domicile, the 
object being to render liable all remuneration, 
whether remitted or not, of residents employed 
in the United Kingdom. 'The intense opposition 
aroused forced the Government to modify the 
original intention by providing for exceptional 
treatment of individuals whose domicile is over- 
seas. 

Scope of Schedule E Recast 

In the first. place, Section 10, Finance Act, 1956 

removed all employments from Case V. Secondly, A 
the scope of non-liability was limited to persons 
who are not domiciled in the United Kingdom. 
The consequence is that only residents with a 
foreign domicile who are employed in the United 
Kingdom by non-residents are now assessable on 
the salary paid in, or remitted to, the United 
Kingdom. On the other hand, persons resident 
and domiciled in the United Kingdom are a88e88- . 
able on their full emoluments, even if a part of 
their duties are carried out abroad, irrespective 
of who their employers are or where the contracts. ; 
of employment are made. Non-residents are 
liable only on remuneration for duties performed 
in the United Kingdom, but if they are not 
domiciled and the employer is not resident, no 
tax whatsoever is payable. At the same time, an 

attempt has been made to prevent avoidance of 
tax on remittances and payments to residents 





June 8th, 1957 


from employments overseas and on remuneration 


paid in other years in respect of phe year of 


residence. 

In order to achieve these objectives, the scope 
of Schedule E was recast by dividing emoluments 
from employments into three categories, viz.: 
`- Case I applies to residents of the United Kingdom 

, whose duties are not performed wholly 
` outside the United Kingdom. 

Case IL applies to non-residents and those not 
ordinarily resident to the extent of duties 
in the United Kingdom. 

Case IIT applies to residents receiving remuneration 
| in the United Kingdom in respect of the 
year of residence or of a previous year of 
residence, or suma received before the year 
of residence in respect of that year. 
Resident non-domiciled persons employed by non- 
residents are exempted from inclusion in Case I, 
so they can only come within Case III on a 


' remittance basis. Persons who are not resident 
and not domiciled and are employed by non- 


residents are similarly exempt from Case II, with 


. the result that the emoluments for duties in the 
. United Kingdom escape assessment. It should be 
noted that, in order to enjoy this exceptional 


. outside. 


treatment, the employer must not be regarded as 
resident in the United Kingdom although resident 


Domicile and Residence 

The Second Schedule, Finance Act, 
elaborates the rules for determining where the 
duties in certain cases are deemed to be carried 
out. Thus, paragraph 6 provides that Crown 
employments are, as hitherto, to be regarded as 
giving rise to duties in the United Kingdom, as 
are those of seamen on vessels plying between 


"United Kingdom ports and of resident sailors 


| 


and airmen who commence or end journeys in 
the United Kingdom. Since, under the agreement 
with Eire (Eighteenth Schedule, Income T'ax Act, 
I952), residents of the United Kingdom are 
taxable on remuneration arising in Eire, and vice 
versa, paragraph 7, Second Schedule, provides 
that the duties of residents of the United King- 
dom employed in Eire are to be treated as per- 
formed in the United Kingdom, but without the 
benefit of the exemption accorded to persons 
rdomiciled abroad. Conversely, a resident of Eire, 
not resident in the United Kingdom, is not 
assessable under Case II. — 
From the foregoing, it will be realized that, in 
addition to the question of domicile, the problem 
of residence is an all-important factor in determin- 
ing liability to tax on remuneration from employ- 
ments. Following the recommendation of the 
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Royal Commission, the opportunity was, there- 
fore, also taken in the Finance Act, 1956, to 
rationalize the rules relating to the assessment of 
employees affected by questions of residence. 
Until this Act was passed, individuals having a 
‘place of abode’ available in the United Kingdom 
were treated as resident for any year in which they 
paid a fleeting visit to the United Kingdom. The 
consequence was that any sums remitted in the 
year of residence, as well as dividends and interest 
from overseas securities received in the United 
Kingdom, became liable to tax. Section 11, 
Finance Act, 1956, has modified this rule in the 
case of persons who exercise a trade, profession or 
employment outside the United Kingdom. Pro- 
vided no part of the work is carried out in the 
United Kingdom and in the case of employments 
all the duties, apart from those of an incidental 
character, are performed outside the United 
Kingdom, the retention of an abode will no longer 
be taken into account in determining residence. 


Temporary Residence 

In addition to this, paragraph 3, Second Schedule, 
provides that, for the purposes of Cases I, II 
and IIF, Schedule E, a person who is in the 
United Kingdom for a temporary purpose and not 
with the intention of establishing a permanent 
residence, shall be treated as a resident only for 
the year of assessment in which he spends at 
least a total of six months in the United Kingdom. 

Thus.persons who are not engaged in any 
business or occupation will still suffer from the 
tax disability of having a home available in the 
United Kingdom. Nevertheless, it would appear 
that the general rules of residence will continue 
to apply to all persons whose usual residence is 
outside the United Kingdom. Consequently, in 
the-endeavour to create more reasonable con- 
ditions relating to residence, new anomalies and 
uncertainties have been superimposed on the tax 
system. One of these is the fact that, whereas 
persons engaged in full-time business or work 
abroad can claim tax exemption of investment 
income from foreign and colonial securities in 
years of visit, even if a place of abode is available, 
this advantage will not be enjoyed by persons in 
retirement. 


Consecutive Annual Visits 
Another problem is the rule that regular visits to 
the United Kingdom - generally four consecutive 
annual visits of three months — will cause the 
visitor to be regarded as resident for tax purposes. 
The question is whether this will apply to 
individuals employed abroad who are exempt 
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from the rule relating to the retention of a place 
of abode. Bearing in mind that paragraph 3, 
Second Schedule, provides that for the purposes 
of Cases I, II and III, a visit totalling at least 
six months is necessary in order to be treated 
as resident, persons employed abroad who visit 
the United Kingdom regularly may, in certain 
circumstánces, have a double standard in a single 
year: for determining residence: (a) the six- 
months' rule so far as income from an employ- 
ment is concerned; and (6) the rule relating to 
regular visits for any other income exempt from 
tax in the hands of a non-resident. ‘Therefore, in 
accordance with the law as it exists at present, 
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there is the extraordinary possibility of a person 
being regarded at the very same time as resident 
for one purpose and not resident for another. - 

Of course the view may be held in official 
circles that the purpose of paragraph 3, Second 
Schedule, is to treat as resident a person who 
pays regular visits on the ground that this 
indicates the intention of establishing a permanent 
residence in the United Kingdom. If this is so, 
the English language, so far as tax legislation is 
concerned, no longer means what it-says. 

It will be obvious from the foregoing that once 
again grudging tax reforms have created new 
problems for accountants. 


= BUSINESS APPLICATION OF COMPUTERS 


An Appraisal of Electronic Computer Development in England and France 


| by B. C. LEMKE, Ph.D., C.P.A., 
Professor of Áccounting, Michigan State University 


Last summer Professor Lemke made a survey of the development and use of 

‘electronic data processing equipment in England and on the Continent and we are 

indebted to him (and to the editor of ‘Business Topics!,! in whose March 1957 issue 

the article appeared) for permission to reproduce this summary of his findings. 

A paper by Professor Lemke entitled ‘Some effects of data processing on account- 
ing’ was reproduced in ‘The Accountant’ of November 3rd, 1956. 


SURVEY was made in mid-1956 to deter- 
mine the status of the accounting uses of the 
electronic digital computer in Europe and to 

find out what kinds of computers were considered 
available for such use. - 
By ‘accounting uses’ is meant the routine and 


repetitive use of an electronic digital computer to 


gather, compute, and supply information required 
at regular intervals for some integral or closely 
related part of the accounting system of a business. 
Use of the computer by governmental agencies for a 
similar purpose was not investigated, although such 
omission is not assumed to be particularly significant. 
An ‘electronic digital computer’ is defined for the 
present purpose as an electrical system which can 
accept large volumes of data by means of punch 
cards, punched paper tape, or magnetic tape; store 
such data in appropriate parts of the system; modify 
and manipulate the data without human intervention 
or. guidance in accordance with previously pro- 
grammed steps of some length and complexity and 
make the processed data available in a usable form. 
A further requirement for business and accounting 
uses is that the computer has suficient (large) 
temporary and "permanent storage or memory 
facilities, so that large masses of data and instructions 
can be fed into the computer and stored for use during 
operations as required; the term ‘general purpose’ is 
often applied to computers so equipped. The typical 
mathematical computations of the scientist and 


engineer can be performed by a general purpose 
computer although only a limited portion of the 
memory facilities will ordinarily be needed. If only 
these mathematical computations are to be made by a 
computer, one specially designed for this purpose 
should be faster and more efficient than a general 
purpose machine. Whenever the word computer is 
used in this paper it refers to a general purpose 
electronic digital computer; obviously, the word 
computer is not subject to such restriction ordinari 


— The Field of Investigation 


Preliminary correspondence and inquiries, keeping 
in mind the foregoing restrictions, narrowed the field 
of investigation to Great Britain and France. Iron 
Curtain countries were not included in the survey. 
'The decision to limit the investigation to accounting 
uses is important because the computer has enjoyed : 
general acceptance as an elegant method for relieving 
the scientist, the engineer, and, occasionally: the 
business man, of the tedium of seemingly endless 
mathematical computations. Thus computers fer. 
mathematical. uses are found in many European 
countries, including Russia. 2 

The active and some prospective manufacturers 
of computers were interviewed in England and France 
and in most instances the manufacturing plants were 
visited; appointments were in part arranged before 
1 Business Topics is published by the Bureau of Business 
Research, Michigan State University. 
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leaving the United States. The adequacy of the 
coverage and, to a limited extent, the results obtained 
or conclusions arrived at were checked with interested 
governmental and business systemsf personnel in 
England. 

_ Although a comparison with the progress and the 
relative status of computer affairs in the United 
States would appear to be a logical one to make, no 
such comparison is deliberately attempted. Because 
there are no important restrictions to the construction 
and merchandising of computers based on patents, 
entrance into the industry 1s not dificult. However, 
a manufacturer, before committing himself to the 
/ production of these complex and expensive electronic 
"devices, will first want to assure himself that a 
reasonably profitable market exists for the product. 
Itwas concluded, as a result of numerous conversations 
in Europe, that the urgency to speed up and automate 
accounting and accounting-related processes does 
not presently exist in Europe to the degree that it 
apparently does in the United States. The relative 
economy of pre-computer methods of data processing 
ignoring the speed element, presumably shows up 


‘much better in Europe than in the United States. 


Factors such as the wage- structure of the office 
force, the availability of acceptably trained employees, 
the cost of equipment, and the climate of competition 
as it relates to the urgency of supplying current data 
E and improving services to customers, do not favour 
` the adoption of the computer to the same degree as 
they often do in the United States. A realistic 
. approach to the computer requires one to regard it 
as an alternative means of manipulating masses of 
data rather than as a revolutionary one. Thus the 
abandonment of a familiar and pre-existing method 
of data processing can be justified only if there is a 
clear-cut advantage in favour of the computer 
immediately, or in the near future. The cautious 
approach makes sense when the cost in terms of new 
equipment for a computer installation, and the 
disruptive and expensive revision of old procedures 
and the introduction of new, 1s compared with an 
uninterrupted continuation of established methods. 


It is interesting to note that the scientific and 
mathematical use and development of the computer 
preceded the business use outside as well as inside 
the United States. J. Lyons & Company Limited, 
in London, decided some time ago that the computer, 
as represented by EDSAC I then just recently completed 
at Cambridge University for use in mathematics, 
could substantially speed up and improve the co- 
ordination of the manufacture, delivery, and sale of 
god products, particularly perishable items, which 
| form a substantial part of the Lyons tea-room and 
restaurant business. Difficulty was encountered in 
contracting for the construction of a computer at that 
time because no British manufacturer was as yet 
fully committed to the commercial production of 
computers: EDSAC I was constructed in the mathe- 
matical laboratory of Cambridge University largely 
out of World War II surplus components. Lyons 
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went about manufacturing their own computer — 
LEO I— along the lines of EDSAC I. LEO I is thus the 
pioneer electronic business computer. It is used for 
payroll and other related accounting purposes in 
addition to the co-ordination of food activities. 
Enough spare time is available on the LEO I to permit 
a heavy schedule of custom computation, mostly of a 
mathematical or scientific variety. LEO H is currently 
being introduced by Lyons for service centre use as 
well as for sale. It is the present intention to continue 
to operate LEO I. Although the successful production 
of a computer by J. Lyons & Company appears to be 
an oddity because of its identification with food and 
restaurant operations, it is worth noting that the 
Lyons organization has in the past produced special 
equipment for its own use, and the construction of a 
computer was apparently taken in the stride of its 


‘service and manufacturing departments. Other 
. manufacturers of digital computers in Great Britain 


and France as of mid-1956, are either companies 
already firmly established in the production of 
electrical apparatus of some sort or are companies 
well known for the production and merchandising of 
punch card and related equipment. . i 

The Lyons application, in spite of its success, was 
not immediately followed by accounting-related 
-applications of computers in other companies in 
England. The reasons include the more insistent 
demand for special purpose computers for scientific 
and engineering uses which could be more quickly 
satisfied by manufacturers because the design work 
for this type of computer was materially reduced 
through university and governmental construction 
of pilot models. | 


Present Business Interest in Computers 


À large and growing interest in computers for business 
uses in England at the present time is evidenced by 
the fact that at least three manufacturers of com- 
puters have been conducting well-attended instruction 
sessions of one or several weeks in length in which the 
business applications of computers and programming 
are taught, even before their computers were, or are, 
commercially available. 'The London Computer 
Group, which undoubtedly will grow into a national 
society, was organized some time ago with a vigorous 
and relatively large membership. Several conferences 
on computers, including some discussion of com- 
mercial applications, have been held in Great Britain. 
A booklet, Wage Accounting by Electronic Computer! 
was quickly sold out several days after it was put on 
sale, making necessary at least one subsequent 
reprinting. À restrained optimism concerning the 
extent of the future use of computers in business 
was apparent in visits with the management of the 
companies included in the survey. 


!1 Wage Accounting by Electronic Computer, Report No. 1 
of the Inter-Departmental Study Group on the Application 
of Computer Techniques to Clerical Work, Department of 
Scientific and Industrial Research, National Physical 
Laboratory, London: Her Majesty’s Stationery Office, 1956. 
(See The Accountant, dated September 15th, 1956.) 
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The direct interest of British governmental 
agencies in the promotion of all types of electronic 
computers is noteworthy. The booklet mentioned 
in the preceding paragraph was produced by the 
National Physical Laboratory which is actively 
interested in all phases of computer engineering and 
commercial applications. The technical staff of the 
National Physical Laboratory (which is somewhat 
similar to the American Bureau of Standards) 
pioneered the construction of a computer called 
the ACE. The DEUCE, a redesigned commercial version 
of the ACE, is manufactured by the English Electric 
Company Limited. The National Research Develop- 
ment Corporation has actively, although quietly, 
aided and promoted electronic computer design and 
application by sponsoring and inspiring various 
projects in the field, and by its licensing policy. The 
Corporation has the broad duty of administering all 
patents resulting from activities of governmental 
agencies and services. It has made new ideas in 
computer technique available to industry as part of 
its operations, Experimental models of computers, 
p oy largely for scientific computations, are 

eing constructed in the National Physical Labora- 
tory, where a new ACE is being started; in Cambridge 
University, where an EDSAC II is fairly far along in 
construction; and in London University where 
design experiments continue. Other governmental 
agencies have indirectly aided the development of 
computers by purchasing or leasing computers. 

The computers presently available or under 
active promotion in England and France do not seem 
to include any 'giants' comparable to.the largest of 
the digital computers in the United States, although 
at least one company in England (Ferranti Limited) 
and one company in France (Société d'Electronique et 
d'Automatisme) are willing to build such equipment 
if a demand develops. | 


Shortcomings 


It is noteworthy that multiple magnetic tape and 
multiple magnetic drum or disc storage design does 
not seem to have kept pace with other developments 
in Great Britain, This shortcoming in storage is 
noted in Wage Accounting by Electronic. Computer 
(paragraphs 7o and 71), although in this citation 
reference is made to only one of the several models 
of computers made in England. Work on magnetic 
tape components is in progress in most of the com- 
puter companies and some other organizations, but 
there has been some questioning, in the past parti- 
cularly, of the need or advisability of using magnetic 
tape. The shortcomings of magnetic tape for storage, 
its major use, were sometimes mentioned in the course 
of the survey, such as the difficulties encountered in 
revising or sorting data presently on tape, the rela- 
tively slow access to information on the tape when a 
search is necessary, and the possible physical or 
electronic failure of the tape. On the other hand, 
paper tape development for use as input and output 
media has been aggressively carried on. Manufacturers, 
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generally speaking, seemed to be engaged in an in- 
tensive investigation and analysis of business and 
accounting operations for the purpose of building ` 
up an enee file of programs to fit existing com- 
puters or, altétnatively, to design computers for 
maximum usefliness in these applications. With 
regard to the latter point, it is worth noting that 
exceptionally high speed in the basic arithmetic 
operations does not necessarily stamp a computer as 
the best for accounting and business use. 


Questions for the Future 

As of mid-1956, the J. Lyons & Company com- 
puter was the only major application to account- 
ing-related activities encountered in Europe which 
was in regular operation and not paralleled by a pre- 
existing routine as a comparison check. One other 
payroll application was being tested. On the other 
hand, the widespread study of systems and procedures 
as they apply to the computers of specific manu- 
facturers and the fairly substantial placement of 
orders for such machinery seems to forecast a large 
number of installations in the next year or so. Many 
of these studies start with payroll and material 
control problems but are not limited to these two 
items, Whether the transition from pre-installation 
layouts and plans to actual routine operation will be 
accomplished more quickly and smoothly than in 
some American instances is therefore still to be J 
revealed in the future. — 


Manufacturers 


The commercial manufacturers of electronic digital 
computers in England and a brief description of 
some of the present or projected models follows. 
The list is regarded as complete, although there is 
always the possibility of the omission of a company 
which is preparing to enter the field; non-British 
computers which may be marketed in England are 
not included: 


(1) The British Tabulating Machine CODO) Ld 
I7 Park Lane, London, Wr. 
This company is a major producer of punch card 
equipment and, until 1949, had an agreement with 
I.B.M. Its uzc 2, and the HEC 4 which will supersede 
HEC 2, are designed to extend and supplement the 
existing punch card techniques. The memory capacity 
of the HEC 4, presently rather limited, will be expanded. 


(2) Elliott Brothers (London) Limited, Computing Divi- 
ston, Elstree Way, Boreham Wood, Hertfordshtre. 
This company, largely identified with instruments and _ 
control mechanisms, began production of digital | 
computers about 1952. Several scientific-type com- 
puters were manufactured, including one for foreign 
service; the current version is called the ELLIOTT 404. 
The ELLIOTT 405 is Specifically designed for business 
and commercial use. It is equipped to accept paper- 
tape and punch cards input and to actuate several 
means of output including magnetic film. Magnetic 
drum, magnetic disc, and magnetic film are available 

for storage. 
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(3) The English Electric Company Limited, Control 
and Electronics Department, Kidsgrope, Stoke-on- 
Trent, Staffordshire. 

This very large manufacturer has prfduced several 


DEUCES, mentioned earlier. This y regarded 
computer undoubtedly will be produged with auxiliary 
equipment, notably magnetic tape umfits, which should 


increase its effectiveness in the data processing area. 


(4) Ferranti Limited, Computer Department,- West 
Gorton, M. anchester, I2. 

This company is well-known internationally for its 
electrical machinery. Its products range from massive 
power-station equipment to consumer products. It 
has aggressively engaged in the production of com- 
puters in Great Britain and, in addition to the domestic 
market, has supplied a scientific type computer, the 
MARK I, to Canada, Italy and Holland. Production 
of its PEGASUS model for commercial use is under way 
in expanded factory facilities in Manchester. Design 
work and construction of several other models is in 
progress. Paper tape is the present input media (the 
Ferranti Tape Reader is frequently used with com- 
petitive computers), but magnetic-tape and punch 
card input will be added in time. Output presently is 
also paper-tape. Ferranti Limited also has produced 
g per system for the automatic control of machine 
toois. 


(5) Leo Computers Limited (a unit of F. Lyons & Com- 
pany Limited), Cadby Hall, London, W14. ` 


he LEO I1 was in production in mid-1956 and 
scheduled for release shortly thereafter. Although 


` detailed specification had not been released as of 


mid-1956 the design is intended to reflect the experi- 
ence gained from the use of LEO I in business appli- 
cations. 

Descriptive literature has been issued by the above 
companies, Sale and rental of computers are being 
actively promoted in England by these companies, 
with outright sale being preferred. It is likely that 
expanding production will cause systematic marketing 
efforts to be extended to Europe and the- British 
Commonwealth nations. The United States may be 


« included in the marketing area by one or more of 


H 


the companies, in time: 


The following companies were variously engaged 
in the design and construction of electronic digital 
computers, but have not released a commercially 
available model as of mid-1956: 


(1) Powers-Samas Accounting Machines (Sales Limited, 

Powers-Samas House, Holborn Bars, , ECI. 
This company is a major producer of punch card 
equipment, and its PCC (program-controlled com- 
puter) is designed to complement such equipment. ‘The 
present specifications provide for the use of inter- 


_-changeable program boards which automatically sets 


an upper limit to the program steps that can be 

accommodated. 

(2) Decca Radar Limited, 1-3 Brixton Road, London, 
Go, 

The Decca ci Computer, for use in scientific and 

mathematical activities, and possibly a c2 for business 


and accounting uses, will use magnetic core assemblies 
instead of the familiar electronic tubes in the com- 
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puting circuitry. The specifications for the proposed 
C2 had not been released as of mid-1956. 


(3) Electric & Musical Industries Limited, EMI Elec- 

tronics Division, Blyth Road, Hayes, Middlesex. ` 
This company is an important producer of phonograph 
records and sound reproduction devices as well as 
commercial television, radio, and other electronic 
apparatus. This company also produces a machine 
tool control system. It is in the process of designing 
an electronic digital computer which will achieve its 
maximum efficiency and usefulness in specific account- 
ing and business uses. 


(4) Standard Telephone and Cables Limited, Con- 

naught House, 63 Aldwych, London, WC2. 
‘This company manufactures components of a telephone 
system. It produced an electronic digital computer to 
spare its staff the tedious task of making lengthy 
sequential mathematical computations in connection 
with systems work. The company is building a com- 
puter for the postal system of a foreign country and 
at mid-1956 was in the design stage of producing a 
general-purpose computer. 


(5) The Plessey Company Limited, Ilford, Essex. 
This company is rumoured to be designing a computer 
for payroll applications. 


os Developments in France 


The French scene is likely to be dominated by the 
Compagnie des Machines Bull. This company, in 
the forefront of punch card machinery manu- 
facture in continental Europe, has bridged the gap 
between traditional punch card equipment and 
the computer with its GAMMA 3B unit which, in mid- 
1956, was being equipped with a magnetic drum so 
that it now fits into the somewhat arbitrary classi- 
fication of a computer; the unit without a drum has 
been available for some time and 1s extensively used 
in Europe. 

"'The Société d'Electronique et d'Automatisme, a 
private company, is engaged in the production of 
various electronic devices, including the design and 
construction to specification of general-purpose 
electronic digital computers equipped with magnetic 
drum and magnetic tape units. One of the projected 
business- applications will be to sales analysis of a 
leading French soap manufacturer which was 
described at the International Congress on Auto- ` 
mation held in Paris in June 1956. 

Competition for a share of the European market 
by American companies is presently complicated by 
the monetary exchange problem if machines must 
be imported from the United States. This compli- 
cation can be overcome substantially by manufactur- 
ing American designed computers in factories located 
in Europe, and this seems. to be under way. Since 
some American punch card and accounting equip- 
ment is already so produced, it seems to be a logical 
step to make American computers available in: the 
same manner. | 

The "marketing of computers poses a problem for 
companies not previously identified. with the office 
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machinery industry. It is interesting to note that a 
marketing agreement between Elliott Brothers 
(London) Limited, producers of the ELLIOTT 405, and 
the National Cash Register Company in England 
“was announced in London newspapers in mid-1956. 
Presumably paper tape produced by basic NCR. 
office niachines will be used as input for the ELLIOTT 
405 in companion installatons.! Other types of 
agreements were also noted. The Powers-Samas 
Accounting Machines (Sales) Limited is collaborating 
with the Ferranti Limited to develop further computer 
systems employing a variety of input-output media. 
The Compagnie des Machines Bull, and Olivetti, of 
lÍn.the event, magnetic film has been adopted for the 


NATIONAL ELLIOTT 405, and is the subject of an article on 
another page in this issue. 


Weekly Notes 


New President of the Institute 


At'a meeting of the Council of The Institute of 
Chartered Accountants in England and Wales held 
on Wednesday, Mr William Halford Lawson, C.B.E., 
B.A., F.C.A., was elected President of the Institute, and 
‘Mr William Leonard Barrows, F.C.A., was elected Vice- 
President. Biographical notes, together with a portrait 
of the new President, will appear in our next issue. 


New President of The Institute 
of Cost and Works Accountants 


Mr James Borsay, F.C. W.A., was elected President of 
The Institute of Cost and Works Accountants at the 
Td Institute's annual 
UA. d 
general meeting 
' i held in London last 
; Saturday. 
| Mr Borsay is 
| chief accountant of 
i Ferguson Pailin 
TI Lad, a subsidiary 
| company of Asso- 
j 
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ciated Electrical 

Industries Ltd. He 

became a registered 
‘ student of the In- 
| stitute in 1934, 
; after ten years’ 

costing experience 
with engineering: undertakings in Manchester, and 
became an Associate of the Institute in 1941. He was 
elected a Fellow in 1947. 

Mr Borsay was chairman of the Institute’s Man- 
chester Branch from 1947-49 and President of the 
Branch from 1952-53; he has been a member of the 
Institute’s Council since 1949. 

Mr H. J. Furness, F.C.W.A., chief cost accountant 
of Hoover Ltd, was re-elected Vice-President, of the 
Institute for the ensuing year, and Mr Edward 
Emmerson, F.S.A.A., F.C:W.A., director and secretary 
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Italy, have formed a marketing company, the Olivetti 
Bull, S.p.A. į presumably limited to Italy. The British 
Tabulating Machine Company Limited and an 
American company are participating in the pro- 
duction of a laige multi-drum computer. 


Conclusion 


The general conclusion can be drawn, from obser- 
vations and discussions in England and parts of 
Europe, that the various. steps in the creation of a 
variety of data processing systems using the electronic 
digital computer as the central unit have progressed 
to the point where the availability of computers , 
alone may determine when, where and, in part, how 
many installations will be added to the few accounting ^ 
oriented ones presently in some ` Stage of operation. 


of Procter Bros. (Wireworks) Ltd, was elected a Vice- 
President for the first time. 

À report of the proceedings at the Institute's 
twenty-eighth national cost conference, of which the 
annual general meeting formed a part, appears on 
other pages of this issue. 


Annual Report on Companies 


The general annual report for 1956 on matters relating 
to: companies has been issued by the Board of Trade.} 

Among the more important company matters dealt  : 
with by the Board of Trade and described in the 
introductory paragraphs are the progress of registra- 
tions, the number of companies on the registers, the 
winding-up of companies, the administration of the . 
Companies Act under various provisions, appoint- 
ments of inspectors to investigate the affairs of com- 
panies and prosecutions by the Board. . 

The report shows that 317,988 companies were on | 
the registers in Great Britain on December 31st, 1956 
— compared with 307,596 in the previous year — an 
of these, 301,534 were private companies and 16,454 - 
were public companies. The growth in the number 
of private companies was maintained during the year 
with an increase of 10,451 companies, while the steady . 
fall in recent years in the number of public companies 
continued; there were fifty-nine fewer at the year-end. 
The number of new companies registered with a. 
share capital was 17,417, against 17,349 in 1955, 
comprising 17,401 (17,329) private companies, and 
16 (20) public companies. The nominal capital of the 
companies registered amounted to {75:5 million 
compared with £115°6 million in the previous year; 
in 1955 the figure was {77-1 million. 

During the year 7,180 companies (5,631 in 1955) 
were dissolved or struck off the registers, and 
winding-up proceedings were begun in 3,390 (3,589) 
cases, of which 365 (398) were SEN SS 
tions. 


1 H.M.S.O. 1s 9d net; by post 1s 11d. 
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Two really | 
| . sound inves iments 


| ^ Ifyou have money to invest these 
days, you simply cannot afford to ` 
ignore the advantages of National 
Savings: the high rate of interest 
l>... the gilt-edge security . . . the 
income tax-free concessions . . . 
the ease and convenience of saving 
your money this way. — 






New ideas in Office and Industry 


Natlonal Savings Certificates 


The new 10th issue is the finest 
certificate ever offered. Each 15/- 
‘unit you hold will become £1 in 
only seven years. That means a 
yield over the full period of nearly 
| 4195, but since the interest is free ` 
of income tax, it is equivalent to 
x | over 74% if you pay tax at the 
|j standard rate. You can hold up to. 
600 units — or £450 worth. Buy 
the full amount, and you will 
have gained £150 in seven years. 
















, Here is a gathering of ways and means to 

'the complete efficiency of every business 
concern. Men and machines here present 
their case for progrese—progress in cutting 
costs, saving time, work and money. The 
modern office and factory. demand the 
economy of first-class, up-to-date equip- 
|. ment — everything from loose-leaf binders 
to electronic brains. You will find them all 
here, designed to give you perfect service. 


^. 


OLYMPIA 
June 17-27. 
Open 10am-8 pm 
Admission 2/6 


Defence Bonds 


The new Defence Bonds yield 44% 
interest which is paid half-yearly, 
plus an income tax-free bonus of ` 
5% after ten years. Over the full 
period this interest is worth 54% 
gross to you if you pay income tax : 
at the standard rate. The Bonds 
are on sale in £5 units. You can 
hold £1,000 worth, in addition to 
any Bonds of previous issues you 
may already hold. 





Invest in 


WA TIONAL SAVINGS 


National Savings Certificates 
Defence Bonds 

Post Office Savings Bank & 
Trustee Savings Banks 


Issued by the National Savings Committee, London, S.W.7. i Peston. for the business girl-—dress sitina daily 
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Business Efficiency 
Exhibition, Olympia, . 
June 17 ~ 27. 

. Visit Stand 111 for 
the perfect answer: 
to your personal 
seating problem. 
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THE NEW 
'ABBESS' 
EXECUTIVE POSTURE CHAIR —* 


Scientifically designed 
to prevent fatigue and 
to promote maximum 
working efficiency. 


ABBOTT BROS. _ i 


ABBESS WORKS, SOUTHALL 
MIDDLESEX 


Telephone: SOUthall 1357 
— ict: and Cables: Abbess, Southall 
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ROBABLY never before in our history as- 


an industrial nation have the factory and 
the office worked together in greater 
harmony and understanding, and indeed, 
economically it is vital that these good relations 
should be fostered and the bonds forged even 
closer. 
To the accountant, on the other hand, it must 
often have seemed that this demand for closer 
. Co-operation has been all one-sided. His burden 
has been vastly increased while in return there 
, is no portion of it he can reasonably pass on in the 
| nature of a quid pro quo. Whereas in earlier days 
' he dealt with management at top level only, 
now management at all levels seeks his co- 


—— w pen 


THE 
ACCOUNTANT 





685 


: Messg¢ge to Readers 


| G. L. MERCER 
- "President, The Office Appliance and Business Equipment Trades Association 


operation for costing information, and every 
stratum is more clamorous for facts, figures and 
analyses in increasing detail and variety, and in 


| shorter time. Fortunately for industry, none 


appreciates the reasons for this general anxiety 
for facts and figures better than the accountant, 
but even so he is only human and there is a 
limit to what flesh and blood can do. 

In the office equipment industry we realize 
from constant contact and collaboration just how 
great is the accountant's responsibihty, how 
greatly his spheres of investigation have been 
extended, and how urgent it is that he should be 
given the utmost mechanical help both for the 
immediate present and for the future. 

Our Business Efficiency Exhibitions do, we 
believe, provide him with an opportunity. which 
cannot present itself in any other way; an oppor- 
tunity to see under one roof, and to put to the 
test, the widest range of new developments in 
office equipment of all kinds for coping with 
every aspect of his professional activity. 

This year's Business Efficiency Exhibition will 
be the biggest we have staged, with over 130 
firms participating and, I believe, with a larger 
number of important developments in this field 
than have ever previously been assembled 
together at one time. 

Whether or not you are ready to install elec- 
tronic systems, it is important, I feel, that you 
should have an opportunity of studying the 
trends which our scientists are following; but 
again, I want you to see the hundreds of other 
aids for accounting at all levels — equally new 
and up-to-date — which will be on show. I am 
convinced that it can only be to the mutual 
advantage of all concerned 3f you care to come 
along with a few ready-made problems to which 
you require a solution. 

In conclusion, I would like to thank The 
Accountant for its initiative in bringing out this 
specidl issue; I am sure that it will prove of real 
value to those for whom it 1s designed. 
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STREAMLINING CASH\ROUTINE 


often means that with the passing of time 

one becomes oblivious of its shortcomings. 
A new pair of eyes may often see clerical operations 
. that are no longer necessary; even the record itself 
has ceased to have any real value. It is a good principle 
to stand right away from a clerical task and question 
its functions and objectives. 

The busy area of Portsmouth, Gosport, Southsea 
and Fareham has gradually brought about a problem 
in the cash control routine of W. Pink & Sons Ltd, of 
Portsmouth. This large retail firm of grocers and 
butchers has built up a chain of -over fifty retail 
shops in the area. The increasing value of customers’ 
requirements and a greater tendency to place weekly 
orders had meant that Pinks were issuing bills to 
nearly 9,000 customers and receiving nearly 6,000 
. payments each week. (Some customers paid fort- 
nightly or monthly.) 


c (o UP' with a routine or method 


The Previous Method Used 
The cash receipts routine, which was satisfactory in 
years gone by, was found to be cumbersome and open 
to considerable improvement. It was obvious that, 
with a greater number of shops handling substantial 
weekly sums in cash, a watertight plan was essential 
more for the prevention of trouble than for blame. A 


MERCEDES 


All Electric Accounting 


Sales Purchase and 
Nominal Ledgers. 


Payroll and P.A.Y.E. 


Stockbrokers’ Accounts 
and Contract Notes. 


Receipts or Cheques 
and h-book. 


Costing. 


Continuous Form 
Involcing. 
5-channel 





SHOWING FOR THE FIRST TIME 
Mercedes Electric Typewriter with 


automatic tape 


reduction in 
desirable. 

Formerly a Erocery branch would prepare a 
duplicate receipt for each payment received, these 
amounts being taken either in the shop or collected 
by delivery salesmen. One copy of the receipt was 
handed to the customer with the bill and the second 
copy was used to prepare a duplicate ‘daily list’ of all 
cash items received. The shop retained one copy of 
this ‘daily list” and sent the other to the central office, 
together with the second copy of all receipts prepared. 

At the central office, the receipts (after being 
checked with ‘daily lists’) were gummed onto large 
pages and posted to the credit ledgers. The total 
collections from each branch were recorded daily in 
the general cash-book. 


e growing clerical work was also very 


A Change Needed 


The growing volume of work caused by additional 
shops and increasing prosperity of the trading region 
caused this routine to be closely examined and it was 
decided to introduce the Kalamazoo 'Copy-writer' 
receipting method throughout the grocery branches. 
Each branch is now provided with two or more 
copy-writers for shop and delivery collections. 
When receipts are needed, a cash-teceived fo 
(in duplicate) is placed on the copy-writer with space 


and Invoicing Machines 


MERCEDES 
LEADING FEATURES 


Automatic printing of balances 
and totals where requlred. 
Automatic proof of balances 

and cross totals. 

One to twenty or more columnar 
totals. l 
Ribbon produced statement, copy 
statement and ledger card. 

Seven continuous form copies 
without carbon paper. 


Visit Stand 134, 
Business Efficiency 


punch. Exhibition, Olympla. 


Subsequently available on our accounting 
machine range. 


MERCEDES 


STERLING 


BOOKKEEPING AND CALCULATING MACHINES LIMITED 
MERCEDES HOUSE, I! LUDGATE CIRCUS, LONDON, EC4. Phone: CEN. 7351 
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for twenty items on front and back. A sheet of five 
receipts is then taken and placed over the cash- 
received forms so that the writing ling on the receipt 
coincides with the next available spafe on the cash- 
received form. By means of carbo paper the two 
records are written up simultaneofisly. The receipt 
is then torn off and gummed to customer's bill. 
The five receipts are moved up the cash-received 
form until used, when a fresh set is taken. 

The cash-received forms are totalled at the branch, 
and agreed with the total cash. One copy is then sent 
to the central office where it is filed in loose-leaf 
binders, which are sectionalized for all shops, so that 
the forms for each branch are always together in 
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date order. The branch retains its own copy in a 
similar binder. 

This new procedure completely avoids separately 
listing receipts given daily at branches. (The cash- 
received form is, of course, a duplicate but prepared 
without effort at the same time as receipts are written.) 
It also completely eliminates handling receipt 
duplicates at the central office and the gumming of 
pages of these copies, and increases accuracy because 
no copying work is now involved, all records being pre- 
pared at the same time as the customer's own receipt. 

It is estimated that as well as securing the ad- 
vantages of greater accuracy, the cost of two full-time 
clerks has been completely saved. 


MECHANIZING MUNICIPAL ACCOUNTS 


to include the confinement of rapidly growing 

routine accounting processes within closely 
defined time boundaries; the completion of such 
processes en masse to the dictates of a time schedule 
whilst: the processes expand; the elimination of 
repetitive and copying processes, and the re-deploy- 
ment of accounting staff to give greater emphasis to 
the functions of financial control, administration, 
method improvement and overall organization. Their 


Te objectives of mechanization can be stated 


~ achievement requires a carefully planned programme 


V 


«J 


we? 


applied consecutively to selected processes in order to 
utilize the benefits achieved at each preceding stage 
in proceeding with the next. 

The outstanding machine features needed to 
mechanize under the changing conditions of 'new 
town' development are speed of operation, flexibility 
and adaptability. After careful consideration of 
various machines, the type of machine selected and 
now employed at Stevenage to satisfy these require- 
ments is the Mercedes Sterling S.R. 42 model with 
a 23-in. carriage and automatic total printing. This 
machine attains a high degree of flexibility through 

e interchangeability of its vertical registers which 
can be positioned at will by the operator anywhere 
along the carriage length. 


System Employed at Stevenage 


The first process mechanized was the payment of 
tradesmen's accounts. Authenticated invoices, alpha- 
betically sorted into batches (e.g. A to D; E to H; 
and so on) are checked arithmetically by comptometer 
and batch totals recorded. The invoices for each 
tradesman are then fastened together prefaced by a 
summary slip, the amount to be paid being entered 


- 


' at the foot of the slip. The alphabetical batches are - 
maintained and a tradesman's voucher total recorded 


against the original batch-total figures. The two 
when agreed establish the total value of payments to 
be made. E. | 
The tradesmen's vouchers are passed to the 
accounting machine where, in one operation, a 
detailed creditor's advice slip, a creditor's payment 


slip (for filing against duplicate payments etc.), 
a cheque, and a formal 'schedule of payments' (the 
detailed cash-book) are prepared. The machine 
provides a control total for independent comparison 
with the batch total record. The only carbon feature 
is a narrow strip on the back of the cheque. The 
preparation of advice slip, payment slip, cheque and 
schedule by machine is achieved in one-third of the 
timé taken under the manual system. Audit check- 
time is reduced substantially. 

By means of simple modification, staff salaries 
by cheque or trader's credit are also prepared, the 
flexibility of the machine allowing standard bank 
stationery to be used for trader's credits. Again the 
‘schedule of payments’ is prepared in the same opera- 
tion. 

Prompt Cost Statements 
The same machine is speedily adapted for job 
costing and detailed expenditure analysis posting. 
Separate ledger cards are used for each job or detailed 
expenditure code-head, the posting sources being 
wages summaries (labour costs), stores issue notes 
(materials ex-store) and tradesmen's voucher sum- 
maries (direct materials and other services); oncosts 
are included with prime costs. Automatic line-proof is 
obtained for each card entry and an independent 
source total agreed for accounting control. The 
introduction of mechanization here has enabled 
manual and machine work to proceed concurrently 


` and, under difficult staffing conditions, end-of-the- 


year balancing has been achieved within a few days 
of the last wages payment. This is a very considerable 
improvement on manual methods. Cost statements 
are produced more promptly and expenditure figures 
can be 'read from the card'. Mechanization has been 
employed for only six months and further improve- 
ments are envisaged. 

Mechanization is also being applied. to housing 
rent accounting. At short notice, rental summary pre-. 
paration was transferred to the machine. Housing rents 
are collected in districts by the estates department on 
location and printed strips prepared under the carbon 
‘duplicate posting’ system, rent-roll (‘debit’) control 
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for each strip being maintained by the.finance depart- 
ment, Rent collectors separately balance each collec- 
tion strip, recording on it totals for arrears and pre- 
payments brought forward, rent due for the week or 
month, cash collected, voids, and arrears and pre- 
payments carried forward. A columnar collection-strip 
summary for each collection district is prepared on the 
accounting machine, analysed under these headings. 

The machine cross-adds into a cross-totalizer the 
debit items and subtracts from it the credit items. 
If a strip is in balance the totalizer returns to zero 
and prints a symbol denoting this, and the carriage 


returns ready for the next entry. Vertical registers | 


accumulate summary head totals which are printed 
by an automatic device and proved in total through 
the cross-totalizer. Summaries are compiled for each 
district and a grand summary is produced by repeat- 
ing the procedure using the district totals. The grand 
summary column totals are agreed with independently 
predetermined control figures. The arrears/pre- 
payments carried forward, which cannot be pre- 
determined, provide the balancing element. The next 
period’s collection strips are not released until the 
previous period’s arrears figures are proved and this 
simple machine process has solved a problem that 
was proving insurmountable manually at a peak 
period of fixed duration each week and month. 
Concurrently, the notification by the finance depart- 
ment to the estates department of the collection strip 
‘debits’ was transferred to the machine. This noti- 
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fication, required in triplicate, can be produced 
without the use of carbon paper. It is a simple . 
analysed list showing in columnar form ‘net rent’, 
‘rates’, ‘rebatey’, and ‘total inclusive rent’ for each 
collection stop end is grouped to provide collection 
district totals andja grand total. As with the summary, 
existing prime tiocuments have been used and 
automatic line-proof ensures correct copying and 
tests the accuracy of the compilation of the charges. 


Rent-roll and Payroll 

At present the rent-roll preparation is being 
mechanized. A card exists for each collection strip 
and variations in charges are effected columnarly for 
each element of charge (see notification system above) 
by picking up the previous period’s totals; adding or 
subtracting variations for the period (with adequate 
referencing and notation) and automatically producing 
the analysis of the total charges for the new period. 
The notification is produced direct from the cards in 
the manner indicated above. 

Mechanization of the payroll is being planned. 
This will embrace weekly-paid wages and salaries 
and monthly-paid salaries. As for all the previous 
processes, machine technique and form design will be 
devised in the finance department without increasing 
staff. The process will produce in one operation, 
and without the use of carbon, the payroll, a 
personal record for each employee, and a detailed 
employee's advice slip. 





With the Agavox you get all the best features of 
machine dictation cleverly incorporated into one compact 
piece of equipment. This means more time saved, easier 
operation and greater economy than ever before. 
You can use the Agavox for both dictation 

and transcription providing increased flexi- 
bility in the office and economy for the small 
user. Tough, lightweight recording discs can be 
used for up to 20,000 times, ensuring negligible 
running costs. Helpful features, such as the 
push-button pin-point indexing of letters, 
enable the typist to work fast and accurately. 


OOOO 


dictating machine 







Send for full details of the Agavox to 
M. & L. HAYCRAFT LTD 


St Stephen's House, Westminster, London, SWr. 





To be shown for the first 
time at the Business Efficiency 
Exhibition — The Agavox 
Teledictation System. 

Do not miss seeing this new 
dictation-by-telephone 
development. 





Tel: Whitehall 9618/9 


See the Aga dictating 





Scotland: 170 Hope Street, Glasgow C2. Tel: Douglas 1706 
North-West: 21 Irwell Chambers Elst, 4 Fazakerly Street, 
Liverpool 3. Tel: Central 6248 


equipment at the 
Business Efficiency EEN 
Stand No. 7o 
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ELECTRONICS AND BANKING 
CASE STUDY IN THE USE OF A SMALL COMPUTER 


RAPID and dramatic transitjon from manual 
to advanced electronic methods without an 
invasion of technicians, sweeping revisions of 

procedures or heavy capital costs was achieved 
recently in the loan division of the Guaranty Trust 
Company of New York. 

The loan division of the Guaranty Trust Company 
handles an enormous amount of dollar business, but, 


“since Guaranty is primarily a commercial bank, a 


relatively small number of transactions each day. It 
has now moved in record time from no mechaniza- 
tion whatever to an electronic data processing appli- 
cation. 


A Pioneer in Mechanization 


The bank has been a pioneer-in the application of 
mechanical and electronic processes, with mechaniza- 
tion of its large Personal Trust Department dating 
back to the early 'thirties. It was also one of the earliest 
users of the punched-card cheque system for dividend 
disbursements. 

In applying electronics for the first time to the 
^loan division, the bank's research and development 
team selected a machine that could be utilized in the 
existing system, so that change-over could be accom- 
plished quickly and smoothly. 

The bank determined in advance that one appli- 
cation could be programmed with a minimum of 
difficulty on a computer. The computer's hire 
cost could then be immediately evaluated in terms 
of this one application. 


The machine chosen was primarily justified in 
terms of speeding, combining, and making more 
accurate, processes the bank was already using: it 
was used in effect as a sort of hyper-efficient account- 
ing machine. Beyond immediately assuming an 
existing work load, the machine would be available 
for other applications. Personnel, moreover, could 
familiarize themselves with the capabilities of 
computers generally, they would more or less ‘learn 
by doing’ as.a ne to further computer appli- 
cations. 


Small Complete Unit Chosen 
Because of its simplicity, its relatively low rental 


cost, and the fact that it was more than capable of 


„handling the application first to be ‘automated’ — 

— loan book-keeping ~the recommendation was that 
the bank should rent a Burroughs Eror electronic 
data processor. This followed a check at the Bur- 
roughs Corporation plant in Philadelphia at which 
Burroughs technicians programmed the machine to 
duplicate the basic, repetitive operations carried 


. out by the loan book-keeping department. Figuring 


that the machine would make book-keeping entries, 


including interest calculations, at the rate T. roo an 
hour, and that the normal load of transactions of the 
loan book-keeping department ran to between 300 
and 400 a day, the research team determined that 
the E.ror system could accomplish in fifteen man- 
hours the work that under a 'manual' system had 
required fifty-one man-hours daily. 

On this basis alone, it was felt that the computer 
could justify its rental by the bank, besides which it 
would give the bank the opportunity to learn more 
about possible further uses of electronic data pro- 
cessors. 

The machine was installed on May ist; it was 
preparing bills for monthly payments on loan 
accounts by the end of the month. At first the 
computer preparation of statements was run as a 
parallel operation to regular billing methods, but as 
soon as it had been proved out on the end of the 
month statements, the entire load was put on the 
data processor. 

The bank’s primary goal was to get practical 
experience with an electronic computer and to achieve 
an immediate ‘pay-off’. The bank determined that the 
computer could pay for itself in one area, that it 
could be applied in that area quite sumply with some 
appropriate methods revision, and it decided that 
this application would supply economic justification. 


New Approach Practical 


This proved to be a practical approach to the installa- 
tion of a computer, even though it is an approach 
which could only be recommended in the case of a 
small machine like the Eror, which, because of its low 
rental, can cover its costs by one major application. 
In the past, most companies preparing for electronic 
data processing installations have done one of two 
things. Some have ordered computers on the basis 
of sketchy and inadequate studies, and have then 
found that the computer lay idle for months or even 
years while the company’s entire system had to be 
revised to fit the computer’s methods of operation. 
Others have undergone extensive system revision 
first, and then programmed several operations for the 
computer. Only after programming was complete 
was the computer installed. 

Guaranty Trusts approach was to equate a 
computer against a relatively simple operation which 
it could handle easily, and to start with a small scale 
computer which could pay for itself in terms of that 
one operation alone. It justified its computer basically 
as an extremely high-powered calculating and 
accounting machine. When it was shown that the 
computer could serve that function efficiently, the 
bank rented the processor with the thought that its 
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ACCOUNTING PROBLEM FOR OLDHAM BATTERIES LTD 


NEDHAM'S SÉ system didn’t show the bal- 

ance of outstanding orders, consequently production. 
planning wasn’t in step with sales commitments. This, in 
turn, made future budget calculations difficult. Could a 
new system be worked out that would. give Oldham’s the 
information they needed? 

. Like so many firms, big and small, faced with this kind of 
problem, they called in Burroughs—the experts in account- 
ing methods. 

The Burroughs representative and Oldham's siccus 
staff did work out a system. It was based on the famous 
Burroughs Sensimatic machines. So effectively did this new 
system work that when the Sensimatic concerned listed a 
certaincomponentin the monthly requirements column and 
there was no outstanding order to explain it the machine 


was proved right—somieone had forgotten to place the 


necessary order! Also, as a result of the new system; 
Oldham's were able to transfer the highly experienced staff, 
who'd worked the old system, to more important work, 
and replace them with untrained seventeen-year-old girls. 


BURROUGHS ADDING MACHINE LIMITED, 


356-366 OXFORD STREET, 


HOW BURROUGHS NIGHT BE ABLE TO HELP YOU 


Ask yourself: How many of your staff are engaged in 

figure-work? How long does it take to get the figures you , 2 

want? Are the figures always accuratewhen you get them? A 
Burroughs Accounting Machines will do this figmre- 


` work for you without tying down a lot of staff and do it far 
more speedily and far more accurately. Burroughs inake 


machines suited to the needs of every size of business and 
you have everything to gain by consulting them. 

They will advise against buying one of their machines if 
tbey don't think you need one. Their advice, of course, is 
free. The local Burroughs office is in the phone book. Or 
you can write direct to London if you prefer. 


ejurroughs 4 


The most experienced manufacturers of 
Adding, Caiculating, Accounting, Typewriter-Accounting, 
Statistical and Microfilm Equipment 


LONDON, W.i 


COME AND SEE US AT THE BUSINESS EFFICIENCY EXHIBITION — STAND No. 22/29 


e 


| 
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people could learn for themselves what further 
electronics applications might be feasible. 

The advantages of this approach were that if the 
machine simply performed the operation for which it 
was Originally scheduled, and even if it were never 
used to adapt bank personnel to electronics or for other 
applications, its cost could be justified in terms of 
man-hours saved, even in an operation employing, 
as loan book-keeping does, only twenty people. 
‘Moreover, the rental cost can be applied against 
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originating department, and are then routed on to 
loan book-keeping for entry on the block journal. 


Several Classifications Used 
Loan ledger cards are broken down by several 
classifications, and each ticket carries a code number 
indicating the classification to which it belongs. All 
loan tickets each day are broken down by classi- 
fication and totals in each clasaification are entered 
on the block journal. Then they are routed on to the 
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jurchase price. Therefore, on the basis on which it 
ordered the machine, the bank had comparatively little 
to lose. If the computer did not handle the operation 
satisfactorily, if the run-through of loan book- 
keeping operations it had performed so well at the 
factory did not work out so well in practice, the 
arrangement could be terminated. If, on the other 
hand, the machine performed satisfactorily (as it 
has) the primary function for which it had been 
ordered, then the bank could buy it after its usefulness 
had been proved in operation. And the bank had for 


its experimental work a small but complete computer 


on which it could try out other possible computer 
applications. 

Basically, on a loan transaction, the computer 
performs the posting and checking operations for- 
merly performed by book-keepers, and accumulates 
and prints control totals for all daily operations as 
well. Thus, on all standing loan accounts, tickets of 
entry are prepared for any principal change as such 
changes occur. These tickets are checked in the 





The E101 computer is programmied through eight pinboards. Any given operation is ‘ordered’ by inserting a pin in the appropriate 
hole on the pinboard. 


data processor, where, broken down alphabetically 
in each loan classification, they are posted to the 
account by the computer. Totals within each classi- 
fication are accumulated for control purposes on the 
computer. 


Interest Computed 


The operator enters the old principal balance, old 
accrual balance, and old interest receivable balance, 
and new increase or decrease in the loan, on a loan 
ledger card inserted in the machine. The computer 
then automatically adjusts the old principal balance, 
and prints on the ledger card the new principal 
balance. 'The operator enters the rate of interest 
applying to the particular account or transaction. The 
machine automatically computes and prints the 
interest on the transaction to the end of the accrual 
period. If interest payments on a standing loan balance 
have been made with the new principal change in the 
loan, the machine wil compute and print the new 
interest due balance, reflecting the amount of interest 
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improvement . 
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in your filing 

This Sankey-Sheldon System is an entirely visible and modern 
method of filing. Pockets, linked at top edges by metal bars, hang 
from.side rails in the filing cabinet drawer. Contents are instantly 


identified by clearly visible title strips, providing immediate location 
of required correspondence. Ask for List No. FS 157. 


VISIBLE SUSPENDED FILING BY 


ddnde tiarasdana 
err TA v, 
za 


Sankey- Sheldon 


.OF COURSE! 
46 Cannon St., London, E.C.4. Telephone: CITy 4477 (14 lines) 


Ailso manufacturers in steel of: —DESKS + TABLES 
PARTITIONS * CUPBOARDS - CLOTHES LOCKERS 
SHELVING - STORAGE BINS - LIBRARY SHELVING 
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for the new accrual period on the principal change, 
plus any unpaid interest from the old accrual period, 
and less any interest that has been paid.at the time 
the principal change in the loan balance has occurred. 
The machine carriage then shifts itself over to the 
first column of the ledger card and prints the new 
principal balance, the new accrual.balance, and the 
new interest due balance, reflecting in each case the 
adjusted figure for the entire account. 

After all loans have been posted in this fashion 
within each classification, the machine accumulates 
totals for: 

(1) Debits to loan principal. 

(2) Credits to loan principal. 

(3) Interest payments made — interest refunds made. 
^ (4) Net change to interest accrual. 
| (5) Amount of principal that has been balance 
| transferred. 

(6) Each of seventeen industrial classifications. 
(7) Each of ten district classifications. 


These totals are posted to control cards. Controls 
maintained are principal amount of loans, amount of 
interest receivable, interest accrual for period, and 
balances transferred. Balance transfers means com- 
puting the interest accrual for the new accrual period 
on the principal balance from the first day of the 

accrual period; this is also carried out by the com- 

»puter. It is done immediately and automatically on a 
principal change coming through on an entry ticket 
as it occurs, batched and done once a month on 
accounts on which there is no major change during 
the month. 

At the end of each accrual period, the individual 
ledger cards showing the exact status of each account 
are photocopied in reduced size, and used as state- 
ments to the bank’s customers. 


Variety of Functions 


Basically, the Eror does not perform any function 
4 Which could not be carried out by other, simpler 
~tnachines. What it does do is concentrate in one unit 
a variety of functions—all necessary repetitive 
book-keeping functions — and carry them out auto- 
matically at extremely high speed. The machine is 
currently carrying fifty-six per cent of the bank’s 
loan book-keeping posting work load, and accom- 
plishing it in four hours a day. It is also serving as a 
training-ground for the bank's employees in pro- 
gramming and working with electronic data processors. 
The Eror is programmed through eight pin- 
, boards. Any given operation is ‘ordered’ by inserting 
a pin in the appropriate hole on the pinboard; any 
given location in the machine’s memory which has 
stored the information required for the particular 
operation is indicated by imserting two pins in the 
correct holes in the same row. After all necessary 
operations for a given routine are programmed in 
this fashion, the pinboards are placed in the machine, 
which automatically follows instructions in sequence, 
calling on stored information where called for, 
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Programming is a continuing process, however. 
No matter how efficient any particular program 
appears to be, it seems that it can always be improved 
on. Ideas for short-cuts are constantly being incor- 
porated in the routines. 


Machine Pays its Way 


The bank's approach is relatively inexpensive; the 
machine earns its keep from the moment it is 
installed, and there are only limited conversion costs. 
Changes have been made gradually, and have come 
about through the increasing familiarity of personnel 
with the computer and what it can do. Although there 
is clerical time lost in learning to program and 
operate the machine, this time is more than com- 
pensated for by the tremendous increase in processing 
speed offered by the machine in carrying on the 
routine daily work, and clerks in the loan division 
are becoming competent programmers, so that the 
bank is developing a core of people who are familiar 
with electronic units. 

In every way, then, the bank's experiment has 
worked out, and has in a fashion shown a new path 
by which a small office might approach the whole 
problem of electronic data processing. The same type 
of approach could be used by any concern which 
could identify one or two basic operations that 


. could be economically performed on a data processor. 


Such a company would gain a faster and more 


_ efficient way of carrying existing routines, and at the 
same time, much could be learned that would be 


useful to the staff in the adaptation and operation of 
larger computers presently available or new and im- 
proved ones that may subsequently become available. 
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The Burroughs Eror Desk-size Electronic Computer which 
was installed by the Guaranty Trust Company. ] 
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BLICK jOB-TIMERS | 





Ensure the accuracy of your Cost Accounts 
and bring Waiting and Lost Time to light. 


‘Your Costing System can be no better than the 
figures you feed into it. Feed accurate figures Into 
It and [t will give you valuable and reliable Informa- 
tion. But feed inaccurate figures into it and it will 
glve you false and misleading information on which 
you will reach wrong conclusions and take wrong 
action. i 

The largest element In Costs is Direct Labour 
and ff It is based on Inaccurate times a serious 
error Is introduced. To deis agalnst this most 
large and many small works use Blick Job-Timers. 

These not only ensure accurate Times but also 
bring to light VVaiting and Lost Time which — where 
Times are written In by hand — Is too often masked 
by simply including It in the time given for the 
last job. 


... Some Well-known Users: 
Rolls-Royce, British Oxygen, British 


Tabulating, Kearley & Tonge, Oliver 


Typewriters, Remington Rand. 


Send for illustrated leaflet and copy of 
A Basic Job Costing System for Light Engin- 
eering it a In addition to Job- 
Timers Blick can supply Time Recorders 
for all other Time Control needs. 


97-98 Aldersgate Street, London, ECI * 
| MONarch 6256 


TIME CONTROL 


PON the efficiency of the machine shop in a 

manufacturing concern depends, to an enor- 

mous extent, the overall efficiency and conse- 
quent profit-making capacity of the entire factory. 
Are there enough machines? Are there too many? 
Is too much paid for overtime? Is the present piece- 
work system economical? Is too much time spent on 
machine setting or maintenance? Are individual jobs 
taking too long, or could faulty production be due to 
jobs going through too fast? 

And the operators! Are they kept waiting between 
jobs? Are their complete runs continuous? How much ~ 
is each man costing for day-work, piece-work, over- 
time and for doing nothing? What is the actual total 
paid out in ‘unallocated’ time? | 

These were among the questions to which answers — ' 
were sought by British Oxygen Engineering Ltd, and 
the key was found to be ‘time control’. "Time is the. | 
essence of the contract' is a well-worn phrase, but 
‘Time is the essence of efficiency’ should be a 
maxim for industry. Efficiency (which, from the 
engineer's point of view, is regarded as speed of 
output as against input) can almost invariably be 
based on units of time. The efficiency of a machine 
operator can be assessed by the time he takes to do a 
job, by time spent in 'hanging about', time spent in, 
absenteeism, lateness, tea drinking and, say, receiving ^ 
medical treatment in the factory. The efficiency of a 
machine can be measured by taking into consideration 
the total time for which it is available and comparing 
this with the time spent in actually working and 
that occupied in setting-up, break-downs, routine 
maintenance or just lying idle. 


Comprehensive ‘Clocking’ System 


The time control methods of the technical cost 
officer of British Oxygen Engineering Ltd are based 
upon a comprehensive system by which SE 
‘clock’ all the relevant times, and these are analyse 
by a punched-card system. The cards are also passed 
through other offices to facilitate the compilation of 
relevant data for use by the management and on the 
shop floor. 

The responsibilities of the technical cost officer 
may be divided into two sections: (a) all production 
costs, and (b) capital equipment. The latter bears 
no relation to time, so this article is devoted to the 
subject of production costs, which is centred in the 
shop clerical control. Works orders are passed to this 
department, which has an office in each machine. 
shop, and the costing begins when the job is issued 
to the appropriate foreman. As far ahead as possible, 
the foreman makes all preliminary arrangements as 
regards labour and materials bookings, and clock ` 
cards are prepared for every part and every operation 
to each part. 

Situated outside each individual shop clerical 
control office is a Blick Model 521D Job-Timer, 
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which is a machine specially designed for the purpose. 

-~ These timers are spring-driven to permit portability, 
but they are normally fixed in position near the 
office concerned. They print the day of the week, 
the hour and the minute that each operation was 
commenced and completed, and were installed after 
consultation between the company and the manu- 
facturers. Standard cards are available from the Blick 
organization though most concerns prefer to use their 
own cards, which are, of course, designed expressly 
for the job in hand. 

The clock provides a face-upwards imprint and 

. takes practically any size of job-sheet or job-card, 
d which leaves the user a wide choice for his own 
design. The type wheels are so placed that they 
cannot be tampered with. Although job and process 
timing are often, by necessity, operations which 
demand a portable timer, many firms have found it 
advisable to use mains-driven clocks, which can be 
supplied to operate in conjunction with an electric- 

| impulse master clock system. 

The cards are kept in the shop clerical control 
office and are issued to operators upon request. Ás 
operator and machine can each be identified, it 
follows that an operator's record also constitutes a 
machine record. For each operator four cards are 
supplied: piece-work card; day-work card (including 

. overtime); idle-time card; additional operations card. 
g The last card is used by machine-setters, rate-fixers, 
and so on. 


Just figure It out-a machine that can do away with the 
complexity of Keys and buttons common to calculators Is not 
magic but an essential of the business world of today. Office Machinery 


now offer such a precision instrument, 


Applied to your totalling, a beginner can become an efficient operator within a few hours. 

Fully automatic division, semi-automatic multiplication; unique back transfer device enables figures to 
be transferred from both the results and the counter register to the setting register. 

Ideal for re-multiplication and also multiplication of division results without re-entering figures into 


the machine. 


OFFICE MACHINERY LIMITED 
OMAL HOUSE, KINGLY ST, LONDON, WI 


Regent 8833 (5 lines) 
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Come and ses all our machines and office equipment at Stand 105 
during the Business Efficiency Exhibition, June 17th-June 27th. 
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It will readily be seen that by recording all the 
times of every operation, as well as all idle time and 
additional operations, a complete record is obtained 
not only of the machine but of the operator. — 

'The usefulness of the card is not yet finished, for 
it is passed by the shop clerical contro! to the wages 
department, where the operator's times are reconciled 
with those shown on his attendance card, and any 
discrepancies are thrown up. The cards are also 
passed to thc cost department where they are 
appropriately punched, and finally fed through a 
machine for analysis. Six thousand cards are involved 
each week and the analysis provides information 
which, when co-ordinated with monetary figures, is 
of great value to management. 

Weekly records of these statistics are circulated to 
appropriate departments and individuals. T'he record 


‘of labour statistics supplies information relevant to 


six machine shops and thirty-two other wage- 
consuming departments, and gives financial figures in 
respect of total hours worked and total wages paid. 
The wages information is divided into direct and 
indirect classifications (productive and non-pro- 
ductive), the direct figure giving the total and the 
percentage of the total; the indirect figure giving 
figures for the shop, percentage of total wages, 
premium time and waiting time, services rendered 
and holiday allowances. Statistics of unallocated time 
show the hours thus expended in the various shops 
and departments on such things as machine repairs, 





MANUS R (hand-operated) 


with features that are usuall 
the more expensive el c 
Manuz R d-operated) offers AUTOMATIC 
DIVISION. No more backwards and forwards 
E of handles, and no manual carriage 
shift. 

AUTOMATIC BACK TRANSFER Perd 
ing A x B x C becomes ss simple ss A B 

ONE D operation. All calculations are 
carried out with the handle moving In ONE 
ES AND 


found only In 
mod the 


FREE TRIAL 


And ft costs only 


69 gns 


Your local dealer will give 
you full detalis. 







SHE THESE AT STAND 105 OLYMPIA 
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simplicity 5,000 anson users and 


plus | their friends are invited to 


see us at Olympia on 
accuracy STAND No. 127 


plus Let the coupon below bring you full 


details of these Anson machines. No 
versatility 


NSON 


ANSON MULTIPOST ACCOUNTING 


obligation, naturally. 





EQUIPMENT 


ANSON VISIPOST VISIBLE RECORD SYSTEM ` 





Three postings at one simultaneous entry. 
For example: Sales Ledger — Statements, 
Journal and Ledger. Purchase Ledger - 
Remittance Advice, Journal and Ledger. 
Payroll — P9, Payroll, Payslip and Receipt. 
Stock Control — Stock Card, Stock List or 
Journal for Costing. 


ANSON PAYROLL MACHINE 





A single entry produces all essential records 
- Tax Record Card, Wages Sheet, Payslip 
and Wage Envelope details. Halves 
P,A.Y.E. payment costs. Approved by 
Inland Revenue Authorities. [deal for 
Bankers’ Order Confidentlal Salary pay- 
ments. ANSON eliminates BEER 
strips. 





Holds up to 16,000 always visible stock 
records. Flash signals for stock situation, 
slow-moving lines, overdue dellverles. 
Applications: Ledger Card filing, Pro- 


gress Control, Sales and- Prospect- 
Records, Order Records. . l 


ANSON COPYFIX PHOTOCOPYING 


Perfect white photocopies of what you 
need when you need them - quality 
copies, too, in a. matter of seconds! 
Letters, Involces, reports, ieu EEN 

diagrams - in fact, an uns ty and- 


_written, printed or drawn. All in under 


a minute and without rap SR 


ESCH or correction. 


ANSONIBOOK-KEEPING TYPEWRITER AND ACCOUNTING MACHINE E "il 


These machines are suitable for Sales and Purchase Ledgers, Stock Records, Payrolls, Cheque and 
Receipt Writing, etc. A wide range of machines is available, providing for differing carrlage widths and 
manual or electrical carriage operation. Registers may be fitted for vertical or horizontal addition, as 
required. Carrlages and front feed attachments are instantly removable, enabling the machine to be 
used for a variety of applications, Including normal correspondence work. The automatic front feed 
enables Statement and Leser Card to be automatically aligned with each other and also with the 
Journal. These machines, which Incorporate a full alphabetical keyboard provide accounting 
mechanizatlon at low cost. A long period of operator-training is unnecessary: 





POST THIS COUPON FOR FULL DETAILS to: GEORGE ANSON & CO LTD 
Anson House, 58 Southwark Bridge Road, 
London, SEI. Telephone: WATerloo 3746/9 - 


~~. 


PLEASE SEND ME DETAILS OF THE EQUIPMENT INDICATED: 

O MULTIPOST []VISIPOST [] COPYFIX | 7 NAME... Hbro 

[] BOOK-KEEPING TYPEWRITERS AND EORNM 
ACCOUNTING MACHINES 

[] PAYROLL MACHINE . 


(Please tick sections applicable) 
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inspection, setting and cleaning out. Separate statistics 
are rendered in respect of machine-running time and 
repairs, providing figures for setting’, service, etc., 
total machine hours and financial figures of machine 
repair costs. 

The job-timer thus plays a vital role in the top 
managerial control of the factory. The clock also 
provides aggregate figures for the total time spent on 
any one order, and these receive meticulous attention 
from the cost department. A large board is kept in 
every machine shop which indicates clearly how long 
a job has been going through the shops. It is obvious 
that the longer a job stays in the shops the more it is 
costing and these aggregate figures are reflected in the 
work in progress figures in contrast to those indi- 
cating value of stock. The relationship between the 
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two figures forms a valuable barometer as to the 
efficiency of a manufacturing organization. The ready 
availability and. prominent exhibition of date indi- 
cating the aggregate time during which work has been 
in progress provides a danger signal and a stimulant 
to management and operatives alike. 

Even with an expanding. order book, efficient job- 
timing and works order control has resulted in the 
company achieving vital reductions in work in 
progress figures without reducing output level, and in 
some departments the average number of orders on 
the shop floor, at any particular time, has been re- 
duced by as much as 20 per cent. T'o this increased 
efficiency the company is satisfied that the twenty- 
four job-timers at present in use in various depart- 
ments have made a vital contribution. 


RECORD CARD FILING 
A NEW SYSTEM . 


OOK-KEEPERS and clerks usually spend far 

too much of their time in searching through 

trays of record cards; they become accustomed 
to this time-wasting activity and it worries few of 
them since they are used to being looked upon as 
an overhead -an unavoidable expense to their 
employers. An enterprising employer, who is not 
afraid of slumps and competition, looks upon his 
office as a production unit which can turn out pro- 
ducts as important as those of his factory; he puts 
into his clerks’ hands equipment which will turn out 
those products more cheaply, saving time on the job. 


Searching for the Card 


If the searching through record cards and 'guide 
cards' can be changed to a direct movement towards 
the actual card required, time will be saved not only 
in looking for the card but also in finding the right 


-L. one. After use the card has to be replaced and much 


t 
H 


time and, therefore, money is wasted in looking for 
cards which may not have been put back into their 
correct positions. 

There is equipment now available which enables 
such mistakes to be avoided. It is called 'Visipost', and 
is quite simple and logical in both use and conception. 
The direct movement to the correct card is possible 
because with this system a long bank of cards 
is actually visible — not just a single card. There can 
be over forty cards in a bank and each card overlaps 
the other so that only the right-hand edge can be 
seen; on this edge is typed the name, which is all that 
is needed to find the card. The clerk can see between 
forty and fifty. names in a bank, there being dozens 
of banks in a standard unit; the banks are separated 
from each other by metal guide spacers, the size 
of the bank of cards, and they, therefore, protect 
them, Each spacer can carry an alphabetical tab, so 
that the clerk can immediately turn to the correct 
bank and then straight to the correct card; not a card 


need be touched save the one that is wanted. The 
guide spacers have a perspex top to them through 
which the first three letters, ‘ATK’ for instance if 
the name is Atkinson, are visible - a great aid for 
instant visual selection. 


Replacing the Cards ``, 

Each card has its appointed place in the bank, from 
which it cannot slip since it is slotted along its base, 
the slots fitting into horizontal rails in the base of the 
tray. Whenever a card is removed, a space is left which 
must be filled and a bold ‘out’ signal at once appears 
in that space. Each card overlaps the next except for 
the right-hand edge. When a card is taken away its 
neighbour is uncovered -and the danger signal, 
‘out’, which until then had been hidden, is revealed. 
Thus it is possible to see exactly where the card 
should be replaced even if a dozen other cards have 
been put in or taken out in the meantime. 

Staff are too often inclined to defer the job of 
putting in new cards and taking out old ones, because. 
this so often involves a lot of preliminary work in 
making room -undoing wires and shifting other 
cards in one way or another. It is much easier to 
postpone this extra work, even if the whole job is 
imperceptibly slowed down each time a card is 
searched for. With the ‘Visipost’ system the cards 
simply lift out and drop in. If another "Mr Brown' 
is to be inserted in a row, the cards are lifted to the 
left of the required position and then dropped 
gently down again, one slot to the left. If it is desired 
to make room for a whole new row, a guide spacer 
is simply dropped into the tray between two existing 
rows, like a prefabricated wall. 

The units of the system have a large capacity 
which means more time saved because when 3,000 
or more cards can be stored in a unit, the time taken 
in finding the right card is reduced. 
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A much-respected member 
of his profession 






Business executives are concerning themselves more 
and more with the problem of reducing time spent 
on paper work, and the equipment to install to keep 
overhead costs to a minimum. 










Gs Respected indeed is the accountant who is ipped 
fais with up-to-the-minute information to help and advise 
Pee on these problems. Certainly he would have at his 
E finger-tips details of these three ideas from the new 
Weër Fanfold factory, guaranteed to effect still further 
i En saving in time and materials: 
ped ' CONTINUOUS ENVELOPES: for use with tabú- ^ 


lators and computers for wages applications, and 
on addressing machines for publicity mailing. (P.7.) 
PORTABLE REGISTER (improved carbon impulse 
model) Carbon creeps automatically 1/12th inch 
from left to right each time a form is ejected. (P.9.) 


CARBALINE FEED, eliminating the use of expen- 
sive one-time-carbon, is now available for the 
, Powers Tabulator. (P.8.) 


These features are absolutely NEW, on show for 

the first time on our Stand No. 83 at Business 

Efficiency Exhibition, Olympia. l 

If you are unable to pay us a visit, write now for 
details of these new products, contained in our 

Business Practice Reports, Nos. P.7, P.8 and P.9. 





CONTINUOUS WAGE 
'; ENVELOPES 
PAT. No. 536628 


^ 








PORTABLE REGISTER 
Improved Carbon Impulse Model 





Y 
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CARBALINE 
FEED FOR 
POWERS TABULATOR 


"————————— A EN zm p 
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———————'O»- AA VO m e d e FE en el RUM l s 
d Please send me your Business Practice Reports on the advantages - - 
À secured by the use of Fanfold products. H l , 
e METER. FANFOLD LIMITED, Bridport Rd, Edmonton, N18 
; EDMonton 5404 (6 lines) 

§ Status — ENEE | Telegrams: Busiforms, Norphone, London 

Company's Name eene eene enn enne nne nennen E City Sales Office: 74-75 Watling Street, BC4.  CITy 3781 
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- MAGNETIC FILM STORAGE FOR COMPUTERS 
|. A STUDY IN RECORDING COMMERCIAL INFORMATION 


ERY broadly, digital computers fall into two 
main The first comprises scientific 
computers where the problem is to handle 
comparatively small quantities of data through a 
long and often complicated series of calculations. In 
the second are commercial computers the problem of 
which is to handle huge quantities of basic infor- 
mation through comparatively simple calculations. It 
is the second type of computer that is the subject of 
this article. ` 
Leaving the digital computer for the moment, the 
storage of information in an office by means of filing 
presents two difficulties — space and accessibility. The 
keeping of original records — copy letters or account- 
ing documents — is costly from the point of view of 
space. In an age when office productivity is coming 


hes 


more and more to the fore, large areas of floor space - 


cupied by filing cabinets are becoming an increasing 
E In a progressive office, the object is to 
produce vital information for management, and this 
is achieved by men and machines, The tendency, 
therefore, i is to find the smallest economical means of 
storing information and this is now often done by 
"means of micro-photography. Appreciation of this 
SE first step towards an understanding of magnetic 


The second main problem in filing of any sort is 
accessibility. The many tag indicators devised for 
attachment to orthodox (i.e. original document) filing 
systems, bears out the amount of thought that is 
being put to this important subject. It follows that 
the easier information is to find, the quicker it can 
be produced and the fewer people are needed to look 
for it. 

Computer Storage 


k Similarly with computers, the problem of storage. 


E of basic information resolves itself into these two 
^ factors, namely, space and accessibility. To compre- 


hend the nature of external computer storage it is . 


necessary to consider the language tbat the computer 
understands. Being an electrical instrument it under- 


stands two possibilities, either ‘on’ or ‘off’; either 


there is an electrical charge at a certain point or there 

is not. If information is to be understood and acted 

Kar by the computer it must be reduced to this 
jum. 

IMathemiaticaliy: the form which satisfies these 
__..conditions can only have two integers, nought and 
|: one; this is binary arithmetic. Our filing system then, 

if it is to be used by the computer, must be in this 
form. Here it should be emphasized that it is part of 
the computer's function to convert alphabetic and 
decimal characters into binary for the purpose of 
storage, and also to reconvert binary for the purpose 
of providing the answer. The important point is that 
so long as the information is in binary, it is readily 


available to the computer. The arithmetic unit of 


the National-Elliott 405 computer is capable of 
operating at 6,000 additions/subtractions a second, 
thus access time is of vital importance. 

, In the '405' there are three levels of storage: 


697. 


(a) instantaneous and very fast access storage, ` 


held in nickel delay lines; 


(b) storage on magnetic drum or disc, within the ` 


computer; : 


} 


(c) the vast mass of information held on 1,000 feet 


lengths of magnetized film. 
Magnetic Film 


Very briefly, (a) is an impermanent form of storage, | 


only active so long as the computer is running, while 


(b) is a semi-permanent form, holding the infor- - 


mation while it is being processed. Data on the drum 


or disc is not lost when the computer is switched off. . 


The magnetic film (c) is the main permanent form 


of storage in that it is always magnetized whether : 
the computer is running or not. Moreover, it is- 
‘independent’ of the computer; it may be removed: 


and stored separately. It is in many respects similar 


in conception to the magnetic recording tape now 
in common use on tape recorders and gramophones, : 


for the recording tape may be described as a store of 


information in so far as it holds the vibrations that . 


form the notes comprising a piece of music. 

` The magnetic film reel consists of commercial 
35 mm. film coated with magnetic iron oxide, and 
is brown in colour. The sprocket holes are used in 


exactly the same way as in cinematograph technique ' 
— namely, for driving the film. This is a further- 
advantage of this type of medium, because it means ` 


that the weight and drive are all carried on the 


sprockets, and none of the central part of the film : 
which carries the vital magnetized information 


comes into contact with moving parts of machinery. 
The information on the film is extremely densely 


packed. On a 1,000-feet reel of film it is possible to ` 
store information amounting to that contained on. 


10,000 ledger cards, each one having three to four 
entries per month. This is approximately equivalent 
to 2,880,000 decimal digits which can be stored on 
one film at any given time. - 


Separate Reels | 
Thus it will be seen that magnetic film storage 


fulfils the first condition set out at the beginning of © 


this article: it is economical in space. Comparatively 
few reels of film can store huge quantities of infor- 
mation, and these reels may be attached to the com- 
puter for the particular routine in hand, and when 
not ip use placed in their containers on one side. 
Each reel, in fact, represents part of the filing system. 
There may be a reel for basic payroll EOS 
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A new development whlch enor- 
mously Increases the scope of 
stencil duplicating will be shown 
. and demonstrated for the first 
time on the Gestetner stand, at 
the Business Efficiency Exhibi- 
tion, Grand Hall, Olympla, 
June 17-27. 





STAND 126 


AIR 


GESTETNER LIMITED 


GESTETNER HOUSE, 210 EUSTON ROAD, LONDON, NWI. 


. Telephone: EUSton 7021 





another for basic statistical information, and others 
for, say, sales and purchase ledgers; indeed, there is 
no limit to the information that can be stored ini this 
way. 

There are two levels at which magnetic film may be 
handled by the computer. A master unit, or units, 


Ínay be connected direct to the computer, and then 


in turn there may be a number of slave units, each 
under the control of tbe master film unit. The exact 
number of master and slave units must depend on the 
requirements of the routine that is being processed, 
but a large installation could use two masters each 
with three slaves. At this point it might be of assist- 
ance to recapitulate. and consider the type of infor- 
mation that is being stored in the film. 


Three Basic Factors 


In electronic computing — or in any type of compu- 
tation — three factors are basic to the operation. First, 
there is the new information flowing in (in a payroll 
the two things that must be known are a man’s clock 
number and the time he has worked). Then there is 
the information which dictates how these factors 
must be used (this is called the ‘program’); thirdly, 
there is the mass of reference, standing and basic 
detail which must be related to the new information 
for the purpose of processing and providing the 
answer. It is this information that is stored on the 
magnetic film, 

In considering payroll a little further, Piece to 
the ordinary accepted form of earnings and tax 
record card will help in understanding the operation 
of the computer. On the tax record card will be found, 
amongst other things, the cumulative earnings and 
cumulative tax for the year. These are built up from 
week to week and carried forward. Such information 
as this is carried on the magnetic film and the 
computer reads the previous week's balances, 
computes the new figures and writes the answer back 
on to the film. This is what is meant by the storing of 
basic or standing information. This is a fairly simple 
example, but when it is remembered that also stor 
are such items as the man’s time or piece-work rates, 
overtime rates, full information concerning deduc- 
tions and the calculation thereof, it can be seen what 
a vast and economical store there is through the 
medium of magnetic film. 

If we were considering a sales ledger, any of the 
following information might be stored; the account 
balance, which is adjusted as postings are made, 
the customer’s name, number and address, credit 
limits, total sales to date, together with any other 
facts that might be required. 


Location of Information 


So far we have dealt with the problem of space 
economy; the next condition that must be satisfied 
is that of speed or rapid location of information. 

The film passes under a set of magnetic reading/ 
writing heads similar to those used on an ordinary 
tape recorder. ‘The information on the film, for the 
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MAGNETIC FILM UNIT or THE NATIONAL-ELLIOTT 
405 COMPUTER 


The film is held on two reels in a removable cassett, and is 
threaded over the Servo mechanism past the reading heads 
situated at the top of the unit. 


sake of convenience, is split up into ‘words’; this 


merely means a convenient number of digits to be- 


stored together. Reference to an ordinary accounting 
machine will assist in understanding this. A modern 
machine may consist of ten registers, each capable of 
holding thirteen digits. In other words, thirteen is 
the largest convenient number of digits that is stored 
in any one location. In the National-Elliott 405 
computer the convenient number of ‘bits’ — a verbal 
contraction ‘of ‘binary digits’ ~ that are stored together 
in one location is thirty-two. These comprise a 
‘word’, which may be likened to a register. The 
information on the film is read into the computer 
sixty-four words at a time, where it is absorbed, 
processed, and the result written back on to the film. 
By laying out the information in sixty-four word 
locks, the search time is reduced considerably. 
Each block has a marker; this is nothing more or less 
than a tag for, say, letter ‘A’ in an orthodox filing 
system, to denote that all information beginning 
with ‘A’ is under that heading. This is the first 
means by which the computer’s search time is 
reduced. 

The next step — and herein lies the secret of success- 
ful and economical computer operation— is the 
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logical sorting by the computer at a very high speed, 
of the information that 1s put into it, into the same 
order as information that is held on the magnetic 
film. Here again an analogy may help. To speed up 
posting under a machine system, invoices are sorted 
into the same order as the ledger cards. The computer 
does exactly this in that 1t sorts the input information 
into a logical order so that it can work through its 
store of basic information on magnetic film in se- 
quence. It is intelligent programming, coupled with 
the computer’s resources, that makes for rapid access 
time. Thus the second condition necessary for the 
economical storage of information is fulfilled. 


Points for Auditors 


A point of first importance to accountants is the 
fact that in electronic data processing no record is 
kept in the form to which they have been so long 
accustomed. In other words, there is no longer any 
visible filing system. A second point that is sometimes 
raised is the permanency of magnetic storage. What 
happens, for instance, if somebody brings a magnet 
near the film? (It is curious that no one ever asked, 
or seemed greatly concerned, as to what happened if 
you put a match to a piece of paper!) However, recent 
experiments conducted on magnetized film may do 
much to dispel doubts on this subject. The lid of a 
container holding a fully magnetized film was re- 
moved by the force of a magnet; furthermore the 
magnet was wiped round the outside edges of the 
packed film. No loss of information resulted. It can 
therefore be accepted that with due care and atten- 
tion magnetic storage is as permanent as any other 
method. i 

The absence of a visible record may require a 


‘little more consideration. In this respect it may 


well be remembered that it has been generally 
accepted for quite a number of years that information 
can be stored in the form of holes punched in cards; 
and magnetic film storage is the up-to-date method 
applied to computers. Whenever information is 
required, the computer can always be called upon to 
produce it, and in this lies the accountant's or the 
auditors key to the system. By calling for all the 
‘information and explanations’ which he considers 
necessary for the purposes of the audit it will be 
possible for the auditor to report on the affairs of the 
business. 

However, it should be borne in mind that random 
searching for information is uneconomical in com- 
puter time. Thus it becomes of considerable import- 
ance for the auditor to be consulted in the program- 
ming stage so that he not only sees the planning of 
the system, but his requirements can be dovetailed 
into it. It wil become increasingly important for 
him to satisfy himself as to system and methods, 
without swamping himself with information that can 
perfectly well be kept by the computer. The well- 
established principle of test-checking of detailed 
work'should. enable him to be satisfied that the 
system is running as it is intended. 
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BUSINESS EFFICIENCY 
EXHIBITION 


OLYMPIA June 17 to 27 


THE ACCOUNTANT LIAISON SERVICE of THE 
NATIONAL CASH REGISTER COMPANY LTD. 
will be represented by four of its Principals who will be present—each 
in turn—on the Company's stand (No. 18/33) in the Grand Hall. 


MEMBERS OF THE ACCOUNTANCY PROFESSION 
seeking information concerning the facilities and benefits afforded 
by the Service, details of National Cash Register Co products * and 
other data are invited to ask at the Information Desk for the 
Principal on duty. He will be pleased to assist in every possible way. 
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ACCOUNTANT LIAISON SERVICE 


x DIRECT-ENTRY ACCOUNTING MACHINES, SMALL-OFFICE 
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BOOK-KEEPING MACHINES & ADDING MACHINES 


Bi 


CASH & CREDIT CONTROL REGISTERS, CREDIT SANCTION 
SYSTEMS & ELECTRONIC DATA PROCESSING SYSTEMS 
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superspeed ADDINO machines 


See. th i small ofice BOOKKEEPING machines 
| Action an all-purpose ACCOUNTING machines 


multi-channel ANALYSIS machines 
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© THE OFFICE HELPS THE FACTORY 
ADVANTAGES OF AN EFFICIENT FORM-WRITING- SYSTEM 


facturers of women's fashions and the com- 
pany's products are sold nationally by a large 
number of retail shops throughout the country. Such 
a national demand calls for a wide variety of styles 
made up from a large selection of cloths, and the 
orders may vary from one to dozens in any one style/ 
cloth /colour /size. 

Considerable difficulty with regard to making 
^ deliveries and rendering invoices arose over this 
multiplicity of orders for a wide variety of goods 
and it became apparent that the problem, like that 
of many other industries, was one of sorting out the 
' variety of incoming orders into convenient quantities 
© to provide the most effective balance between cus- 
tomers' delivery requirements, production and 
dispatch economies, and availability of cloth. This 
had to be done while retaining the identity of the 
garments to the customers, so that manufacturing 
output could be reassembled orderwise for delivery. 

In short, it was a matter of production control. 


Piss: FRENCH LTD are well-known manu- 


Customer’s Order 


"A factory form-writing system was evolved which 
made use of the Block & Anderson ‘Banda Duplex’ 
machine. This system, which uses selective duplica- 
tion from a typed form, has been in use for over a 

- year, giving better service to the customer, decreasing 
costs in the factory by the close control it gives to 
work of the office and in the factory, and requiring a 
reduced holding of cloth. 

The system operates in the following way: the 


incoming manuscript orders are carefully checked . 


and typed on paper using a special carbon for spirit 
duplication. The heading of the form provides for 
the customer's name and address, order number and 
"delivery instructions and the body of the form 
has columns for style, cloth and quantities by sizes. 
The typed forms are placed in the machine and 
three complete copies reproduced: two for head office 
(sales and accounts) and one on thin card for checking 
dispatches against the orders. The selective mecha- 
nism of the machine now reproduces one line on to 
individual cards which is the quantity ordered in one 
style/cloth/colour by sizes, together with the heading 
of the customer’s name and so on. Three cards are 
created for each line: the first is filed by cloth/colour 
and shows the up-to-date amount of cloth that must 
be resérved for these orders, and is compared from 
time to time with the programme of cloth deliveries 
from the mills. The second and third are filed 
together under style by cloth/colour, thus making 
up the order book. 
When sufficient orders have accumulated, and the 
corresponding cloth is in stock for an economic 
factory order, a manufacturing order is made out as 


described later and the cards refiled as work in 
progress. When manufacture is completed and the 
garments sent to the warehouse, these two cards are 
separately refiled, one by style and the other under the 
customer’s name. When a suitable quantity have been 
accumulated for any one customer, the cards are 
passed to the invoice clerk who then authorizes the 
dispatch of the garments. The customers, however, 
do not always order a range of sizes to suit the factory, 
so the manufacture of garments for stock is sometimes 
advisable, and these orders (entered on cards as 
‘Peter French’ orders) are taken into account when 
later orders are put into work. In the same way, if 
a garment is spoiled in manufacture, a replacement 
card is made out for the first file. 


Factory Order 


Should this story of successful office organization 
stop here much would have been achieved, but the 
system also provides all the other documents 
required by the office and for regulating the work on 
the factory floor as well as work sent to specialist 
contractors. The order cards comprise a file of 
outstanding orders by style/cloth/colour not yet put 
into work; this, together with a card system for cloth, 
pieces and part pieces, provides the basis for the 
calculation of the factory order. This factory order is 
for one style/cloth/colour and for a quantity of sizes 
obtained from the order cards, with or without a 
quantity for stock. 

The making of the order takes into account the 
customer’s delivery requirements, cloth stocks and 
the load on the factory departments. The order is 
drafted, checked and typed on paper with a special 
carbon and gives the following particulars: style, 
cloth number and description, date issued and due, 
and the order number. Manufacturing details of the 
style (belt, buttons and so on) together with a simple 
sketch are included. The form provides for as - 
many bundles as there are sizes, and each bundle is 
divided into convenient sub-bundle quantities to 
suit the machinists. Finally, details of piece-rate 
prices for appropriate operations are added. This 
typed factory order will provide by this system 
documents for every record kept in the office and also 
those required to regulate the work on the order 
throughout the factory. 

The office cards, one set for every factory, are as 
follows: 


(1) Cloth order for issue of cloth from the ware- 
house and instructions to the cutters; an extra 
copy is sent to o the accounts department for stock 
accounting. ` 

(2)«Contractors order (pleating or embroidery) 
against which work is sent out to, and received 
back from, contractors. 


104 


(3) Trim order against which trim is issued to the 
factory. 

W) Progress record to check the movement of each 
sub-bundle through each stage of manufacture. 


(5) Final passer's record where the results of final 
inspection and the quantity passed to the ware- 
house is reported back to the office. 


(6) Index card to locate each batch of order cards in 
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sub-bundle, is passing correctly through its 
stages and reveals any delays. The card provides 
a means for reporting rejected or damaged 
garments so that appropriate action can be taken 
to authorize replacement, either by further 
cutting or from stock. The first two cards pass 
from section to section with the work serving as 
an identification. 

(3) Route card travelling parallel to the work from 
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the work in progress file, so that, when the final 
passer’s card is received, the relevant order 
cards can easily be transferred to the final files 
by style and customer ready for invoicé and 
dispatch. 


The factory cards, one set for each sub-bundle, are 
as follows: 


(x) Ptece-work ticket from which each operator cuts 
the relevant part to claim piece-work earnings. - 


(a) Progress card providing cut-off coupons which are 
sent to the office from appropriate stages to 
record progress on office card No. 4; this process 
ensures that each factory order, sub-bundle by 
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supervisor to supervisor to indicate the quantity 
of work in each section. It is fled in appropriate 
compartments of a box which shows either the 
state of the sub-bundle (waiting, ‘in hand’ or 
‘completed’) or the name of the operator to 
whom it has been issued. It also records the date»... 
on which the work passed. from section to 
section. 


The Results 


There has been an increase in office staff; a T: 
machine operator and filing clerk are necessary; 
however, all the writing and the possibility of errors 
concerning numbers and quantities in the factory 
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have been eliminated, since all the forms are repro- 
- duced from one checked typing. It is now possible to 
check the office records for any item ofta customer's 
order, identify the stage reached in its manufacture, 
and, if necessary, physically locate its bundle in the 
factory. Stocks in the warehouse correspond to the 
records in the office, garment for garment, and invoices 
are prepared in the knowledge that the garments are 
in stock and ready to make up the customer's parcel. 
Generally, it is recognized in the fashion trade that 
only about eighty per cent of the orders taken will be 
dispatched by the close of the season. Excluding 
cancellations and shortages of cloth, the company 
now fulfils almost one hundred per cent of its orders; 
thus, the direct benefit that has come from these extra 
deliveries has now paid for the installation of the 
system. 'l'he intangible advantage lies in having 
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complete knowledge of the state of each sub- bundle 
and in the saving of supervisor time previously spent 

in locating and urging forward work, and keeping 
many and varied hand-written records to check 
progress. 

The complexity of this manufacturing business 
required a systemized approach towards handling 
incoming orders and their translation into instructions 
to manufacture and all resultant records. The Banda 
system has shown the benefits arising from systematic 
working; it also has the advantage of flexibility — in 
dealing with a multiplicity of large and small orders, 
in accommodating changes in factory working, and 
in making up the customers' parcels according to 
stocks and delivery promises. No manufacturer who 
has to earn his place in his market can afford un- 
systemized methods in his business. 


A DECENTRALIZED 
ELECTRONIC DATA PROCESSING SYSTEM 


organizations have been concerned with their 

continually increasing clerical costs. In the 

€ — United States, a company employing some 27,000 

` people found that while these costs were comparable 
with companies of similar size, the costs per employee 
and the number of employees were continually rising. 
Its organization and methods department felt that 
the same planning and control techniques which had 
proved effective in its manufacturing operations could 
logically be applied to clerical procedures in order to 
reduce costs and to increase efficiency. 

But just as important as cost reduction in the 
intense competition of the American domestic market, 
was the urgent need for management to have access 

^... as rapidly as possible to all the important information 
concerning company operation in conveniently sum- 
marized form. With some sixty-three different 
manufacturing and research establishments produc- 
ing a variety of products, this presented a most 
difficult problem. 

The recording and handling of EE in- 
formation required by the separate manufacturing 
units themselves followed widely differing routines 
and methods. After detailed study of the principles 
involved, it was decided to bring automation to 
clerical procedures by means of an electronic data 

| processing system, and to build the first separate 

| office ever constructed to serve solely as an elec- 
tronic data processing centre for a major American 
company. 

The proposed centre was designed to be a separate 
entity receiving information from the company's 
sixty-three outstations by a system of communica- 
tions initially using the conventional telegraphic 
methods. It was not intended to take over the day-to- 


(NG recent years most dune ponis 


e clerical Gesetten of the company, and the 
various outstations will continue to be responsible 
for and to carry out their individual self-contained 
clerical procedures. But the manner in which they 
report information to the data processing centre will 
be uniform. 

This two-level scheme will thus combine the 
advantage of decentralization and local control, with 
the advantage of centralization by supplying manage- 
ment with a rapid, integrated summary of informa- 
tión related to the company as a whole. 


Three Main Objectives 


Early in the study the company established three 
main objectives to be attained: 


(1) Office automation at all levels, in order to estab- 
lish a basis for data processing after transmission 
to the central point. 

(2) Permanent data accessibility, by which data, 
while being originated, 1s simultaneously dupli- 
cated on punch tape which then becomes perman- 
ently and easily accessible for either automatic 
or semi-automatic processing. 

(3) An electronic data processing system at the centre, 
comprising a high-speed electronic digital com- 
puter capable of all the functions of processing 
data, such as storing, sorting, collating and 
computing, together with analysing and sum- 
marizing of selected data. 

These three objectives were planned as part of the 
overall pattern, but will be attained in sequence, 
Simplifying and combining of office routines will not 
only E eamline the task of the outlying offices, but 

facilitate the transmission of data to the 
jare point, where the high-speed processing of 
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Punched tape, punched cards or embossed plates, when used in Y 
modern office machines, have one product in common, the printed 

. word. The layout of the pre-printed forms which are to receive 
this information is, perhaps, taken for granted, but the movement 

_ of these forms calls for accuracy of the RS order. | 
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_ controls have led with unrivalled precision millions of fonds in 

continuous length to their appointed printing position and, with 
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associated system copies, with the minimum of carbon usage. 


See Paragon Continuous Form-Feed Systems on ‘Stand No. 137 
Business Efficiency Exhibition, Olympia. Or send for details to 
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data will be used to prepare much more extensive as 
well as more current reports than was ever formerly 
possible. 


Initial Recommendations 


In the initial planning of this data processing centre, 
a committee of the company outliñed the purposes 
and the capabilities of the various electronic data 
processing systems available. It was pointed out that 
the advantages of an electronic computer system were: 
the performing of many types of sequential opera- 
tions; the much greater speed of operations com- 
pared with conventional equipment; and the ability 


. to take over routine procedures from human opera- 


MÀ 


p 


tors, thereby releasing them for managerial work and 
other tasks. 

After comparison with the various types of elec- 
tronic data processing equipment available, all of 
them‘ having common features of input, storage, 
control operation, arithmetic operation, and output, 
the committee recommended that a Remington Rand 
UNIVAC be chosen for the purpose. 

Among other recommendations of the committee 
were: 


(a) A survey to be taken for establishing the site of 
the electronic data processing centre at a geo- 
graphical point to which messages from all the 
outlying installations could be delivered most 
efficiently and with the maximum utilization of 
existing telegraphic communications. 

(b) Appointment of a communications company to 
develop the appropriate communications system. 


(c) 'The recruitment of staff for the data processing 
centre and the establishment of training courses 
as required. 

(d) A programme for the development of office auto- 
mation and a plan for administrative job require- 
ments and qualifications. 

(ei A programme to inform administrative and 
operative staff of the project in order to stimulate 
their active interest and_ participation. 

(f) A survey to determine: 


(i) The operations which could benefit from 
office automation, work simplification, and 
new types of equipment. 

(ii) Fields of scientific and engineering applica- 
tion, and the procedures for their further 
exploration. 


(g) The future expansion of the system until its 
optimum functioning is reached. 


The company planners stated the overall purpose 
of the programme as follows: 


“To ‘apply the principles of office automation in 
phases of our business where it appears practic- 
able to do so, and to provide management with 
current up-to-date information and to permit the 
application of the latest scientific techniques of 
management for analysis and control purposes. 
Though this programme is company-wide in nature, 
it will be designed to permit decentralized operating 
units to continue to exercise with full executive 
responsibility at all levels of management and the 
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computer must be an aid to, and not a substitute 
for, these responsibilities.’ 


All these recommendations were accepted, the 
procedure outlined approved, and the conversion 
commenced. A phased program of computer applica- 
tions was developed on order and billing procedures, 
and initial applications for data processing covered 
invoicing, sales accounting and statistical control, 
The second field involved stock control and schedul- 
ing, while the third seeks to compute probabilities 
in market research and sales forecasting. Finally, the 
whole production planning process wil become a 
computer application. 

Here, then, is the integrated procedure of data 
processing, with the raw data flowing towards a 
central point where in various different combinations, 
subject to various differing computations, it will 
serve management with the variety of information 


it requires. 


Practical Applications 


As an example of how the sales application will be 
treated within this organization, the multiple func- 
tions of which the computer is capable enable the 
basic sales information sent to the data processing 
centre to be run through the computer a number of 
times. The first run on the computer is for general 
recording and summarizing. The same data, still 
being stored on the same reel of tape, will then be 
processed for the needs of the sales department. 
Calculations are performed for accounting purposes, 
while other computer programs will then be used 
to analyse and to collate specific information accord- 
ing to the current management needs. The ability 
of the UNIVAC to perform computations on data at 
the same time as other data is being read into and 
printed out of the machine, and its unlimited external 
storage capacity by means of magnetic tape, enable 
these multiple runs to be accomplished in an ex- 
tremely short time. The result of this is that many 
time-consuming clerical routines can be eliminated 
not only with the originating data, but with the sum- 

marized and collated data as well. 

In fact, the most significant aspect of the system 
is its ability to furnish management with a consoli- 
dated view of company operations which is current 
and not historical, enabling remedial action to be 
taken promptly. This prompt reporting on the basis 
of many more sources of information than could 
ever before be considered, will meet the urgent need 
arising out of the present competitive trend in 
business, and will afford management a new flexibility 
of decision in both day-to-day and long-term 
operations. 


Further Aids to Management 


Promptness of management decision is also facili- 
tated,by the ability of the data processing system to 
provide information following the (management by 
exception’ principle. Rather than preparing re- 


e 
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peatedly lists of all items in stock control and similar 
procedures, the electronic data processing system 
keeps a permanent record of all items on a magnetic 
tape called the master stock record tape, and as the 
transaction inventory data is introduced, it prints 
out only those quantities of items which fall outside 
a stipulated minimum or maximum for each item in 
the inventory. The master stock tape is simultaneously 
up-dated and balances adjusted. This procedure of 
operating by exception can be applied to many types 
of activities involving items to be kept within a 
‘normal range’. 

Another aid to management provided by the 
system is the application of mathematical techniques 
to the forecasting of the most probable range of 
results from some action to be taken, by a technique 
of considering and collating a large number of 
relevant factors. For example, if a new product is 
to be put on to the market, many of the factors which 
determine its degree of public acceptance and its 
immediate market demand can be introduced into 
the computer to make the best possible prediction 
of the appropriate quantity to be manufactured, the 
amount of reserve to be stocked, and the probable 
trend for future production. In this case it does not 
mean that the computer is used to make automatic 
decisions and recommendations in matters wherein 
unpredictable factors may enter, but simply that it 
can carry out the clerical functions and computations 
which are demanded of it, and thus supply manage- 
ment with the best available information from the 
latest known factors to serve as a rational basis for 
the decisions then to be taken. 


The Communications System 


The widely deployed outstations of this particular 
company presented a problem of data transmission 
which was more complex than it would be even for 
larger companies with more concentrated and homo- 
geneous operation. Initially, the site of the data 
processing centre was determined by means of linear 
programming -the same mathematical technique 
used in computing the probable sale of an item — by 
selecting the one geographical point in the country 
to which messages could be delivered from all the 
outstations with the minimum cost and maximum 
utilization of leased telegraph lines. The communica- 
tions flow was obviously a critical link in the whole 
system, since the emphasis in planning was on the 
need for prompt current reports to management. 
Other requirements for the communications system. 
were: the ability to adjust to shifting telegraphic 
input patterns and to the accelerated flow of informa- 
tion as the system expanded, and its adaptability to 
varying types of message which involve information 
other than raw data to be sent from the outstation 
to the centre. 

Finally, there was the requirement of adapting the 
standard telegraphic communication medium of five- 
channel punched paper tape, to the seven-channel 
magnetic tape input mechanism of the data processor. 
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The communications network designed to meet 
these needs consisted of 12,000 miles of leased wire 
lines connecting the outstations to the data processing 
centre through relay centres. In order to minimize 
error and to keep the process as completely automatic 
as possible, automatic switching is employed at these 
relay centres which initially connect fifty-one re- 
porting offices either through two relay stations to a 
primary one, or directly to a primary one. The data 
received from the reporting offices is either tem- 
porarily stored on punched paper tape, or immediately 
switched to the data processing centre. 


" Advantages of Relay Centres 


Among the advantages of these area relay centres 
are: 
(i) Minimum number of personnel needed to 
handle incoming data. 
(ii) Minimum number of lines convereing on the 
processing centre. 
(iii) Most efficient use of groups D lines between 
the processing centre and the relay centres. 
Three separate stages of development in the com- 
munications system are being followed as the com- 
pany's developments expand. The first utilizes a 
transmission speed of 100 words per minute between 
the relay centres and the data processing centre, 
while the outstations transmit to the relay centres 
at the rate of seventy-five words per minute. At the 
second stage the replacemerit of groups of 100-words- 
per-minute lines by a single line of 600-words-per 
minute transmitting speed is envisaged, depending 
upon studies being made of the network's ability to 
handle the increased load in the most economical 
manner. Finally, whereas these first two stages 
employ existing communications equipment and 
solve the problem of converting five-channel to 
seven-channel tape by means of a special converter 
developed by Remington Rand, the third stage fore- 
sees the development of the company's own com- 


Dy 
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munication system designed solely for use with Been, ^ 


channel tape without the use of a converter, thus 
achieving complete compatibility between the com- 
munications and the data processing system. 


Conclusion 


In conclusion, while planning the entire data pro- 
cessing system, it was pointed out to the company 
from the beginning that computers are not miracle 
machines. Their great advantages lie in the ability 
to perform complicated sequential operations at high 
speed, without human intervention, and, in the case 


of UNIVAC, their even higher speed and unlimited >_ 


storage capacity made possible by the use of magnetic 


tape. The successful planning and operation of this - 


company's data processing system will enable large- 
scale office automation to work — and to work 
economically -in supplying top management with 
an increasing amount of significant information 


without having to make any compromise with a 


decentralized management policy. 
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PLANNING A COMPUTER INSTALLATION 


EFORE a computer can be ‘usefully and 


economically installed to tackle a company’s 

commercial applications a great deal of detailed 
planning is necessary. It is not economic to keep 
computers idle nor to have long delays before they 
are set to work. Everything should be ready before 
a machine arrives at a new installation and the power 
is switched on. 


Steering Committee 


The planning of this work requires a committee 
which should normally consist of a member of the 
board and three or four senior managers. The latter 
should attend an executive course on electronic data 
processing. The board member should at. least 
attend a one-day senior executive course. 

The purpose of this steering committee is to direct 
the work of the methods study teams, the number 
of which must vary with the organization in question. 
In some undertakings it has been found useful to 
have three teams, each consisting of two methods 
study men and one machine coder. Whatever their 
number, the members of these teams should attend 
an executives' course and a two- to three-week course 
which deals with the programming of computers in 
considerable detail. 

When the training is complete, the first phase of 
the work is for the teams to investigate all the 
procedures of the organization in question and to 
prepare a report on which the steering committee 
can decide priorities. When the procedures that are 
to receive early attention have been decided, managers 
of the departments concerned must give their fullest 
co-operation for only then can the survey teams, 
each dealing with a particular aspect of the appli- 
cation, be fully effective. The fundamental question 
that concerns them is not what the department is 
doing at present, still less what it has achieved in the 


4 past. The fundamental point is what the department 


must achieve in the future and how a computer can 
assist it to this end. It is here, obviously enough, 
that a great deal of re-thinking is necessary on the 
part of every manager. 


Each Stage Analysed 


When their objectives are clear, the methods 
study teams are mainly concerned with flow-charting 
and block diagrams. Every stage in a particular 
application must be analysed. The general flow chart 
is developed into detailed flow charts and these 


must then be coded into machine language. From 


time to time the methods study teams must report 
progress to the steering committee, so that the whole 
of the preparatory work can be closely co-ordinated. 

The fullest attention must be given to card design, 
magnetic tape design and form design and, when the 
programs are ready, they should be tested on a 
service installation. In this connection it can be said 
that three months' work on punched cards is useful as 


a preliminary to successful work with a computer. 
Equally important is the question of controls, for 
normal accounting checks must be included in every 
system and it is better to have too many than too 
few. Though computers with their own internal 
checks are virtually infallible, there is endless scope 
for error when human beings are assembling the 
data for processing. Since accounting on magnetic 
tape introduces a number of auditing problems, it is 
well to refer the systems that are being planned to the 
company's auditor at an early stage. 


Physical Conditions | 
While all this work is going on, it is equally import- 
ant to study and prepare the physical conditions in 
which the machine will work. The power supply, 
space, floor-loading, air-conditioning — all these must 
be in readiness before the machine arrives. 

Because of the time that normally elapses between 
the beginning of an investigation and the moment 
when the machine takes over the job, the plans for 
the second application should be well advanced 
before the first is put on to the computer. 

In the case of IBM United Kingdom Ltd, every- 
thing from general guidance in this work to the 
eventual testing of programs and full maintenance 
engineering is included in the service offered with 
the rental of each installation. The investment in any 
computer is large, though the return in terms of 
what it can achieve for an organization is considerably 
larger, providing the machine is fully occupied. The 
rental on the IBM 65o, for instance, ranges from 
£1,275 a month to four times this figure if the 
installation includes magnetic tape, core storage, 
high-speed punches, disc storage memory, line 
printers, etc. Ít is therefore essential for all of the 
machine’s time to be used to the utmost advantage. 
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The IBM 650 with 
‘Taped memory’ 


On Stand 118/124 we are featuring one of the most . 
significant developments of recent years in 

office automation: the Magnetic Tape version of 

the JBM 650 Electronic Data Processing System. l 
What's more it will be in action. You will be A 
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able to see for yourself how information normally 

taking up whole filing cabinets can be stored: 

on a few reels of magnetic tape and referred to 

at superhuman speeds. Magnetic tapes— 

up to 6 units can be used with the 650—store 200 - 
characters to the inch and they can be read and 

written at a speed of 15,000 characters per second! 

The IBM 650 is no brain-child fresh from the 

laboratory. Hundreds of machines, in daily use 

by businesses throughout the world, have 

proved its performance, And literally thousands 

of miles of magnetic tape have been processed 

by IBM computers. 

Like all IBM equipment the 650 is designed " 
on the ‘building block’ principle, to guit: e) 
the needs of the user and to expand as they grow. l 
Here are some of the units you will see ` 

making up an integrated whole at the B.E.E. 
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eM Drum Processing Unit with 
20 positions of storage, 


e Punched Card Input and Output. 
e Line Printer Output. 

e High Speed Magnetie Core Storage. 
e Magnetic Tape Input and Output. 
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And the biggest 
range of electric CR | THE ‘STANDARD’ 
. typewriters too! "onu conned Dx 


in a range of pastel shades. 
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More and more offices are turning oer ` — HET rey ae EE 
to IBM Electrics. Over 90% reductionin  . 
typing effort, an average of 20% increase in 
typing output and a guarantee that 

every letter leaves the office perfectly 
typed—they’re convincing enough 

reasons for taking a decision soon. Ali 


our models will be at the B.E.E. 

: THE 'EXECUTIVE' 

For the man who cares for appearances 
it produces letters with the 

clarity and distinction of book print. 





THE ‘HEKTOWRITER’ 
Two electrics in one! Everyday 

office correspondence and hectographic 
masters-—cleanly and 

economically prepared—on 

the one machine, 
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ANOTHER IBM FIRST— 
ELECTRONIC TABULATION 
Depress the ‘tab’ key and the carriage 


will find ita way automatically to the next THE 'FORMSWRITER' 
tab position pre-printed on the Powered operation plus simple controls 
L^ - form in electrically sensitive ink. to handle continuous forms with 
j speed, efficiency, and economy 
of carbon paper. 


MEANS OFFICE AUTOMATION 


IBM UNITED KINGDOM LIMITED, 101 WIGMORE STREET, is PE 
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Can you get god typists oily 1 or cheaply 


'Qó HERE'S ONLY ONE HONEST ANSWER — YOU CAN'T. 


Surely, then, it's common sense to make those you have as productive as possible, 
80 that an increasing volume of work does not mean a corresponding increase in staff, 


Talk to the Primus man about continuous stationery. Let him show you, in your 
own office, how you can save 1 hour in 3 of your typists’ time and increase their RD s 
efficiency. | 

Versatile Primus Continuous Stationery can be designed for your particular 


purpose, and used on all your existing typewriters, teleprinters, accounting and billing 
machines. ) 


Lee rv 


Don’t put it off. Act now. 


dis. “PRIMUS 


We shall be glad | ^ ^ ^ ^ ^ ^ 
to see you on 


continuous station 7; ve | 
STAND No. 9 
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HE conditions now prevailing in industry have 
| | emphasized the necessity for adequate stores 

control and present-day trends indicate that 
these conditions instead of getting easier are likely to 
become more acute. Manufacturing organizations 
grow larger, products grow more Ges and a 
wider variety of raw materials, partially manufactured 
stores and sub-assemblies have to be made available 
to manufacturing plants at precise times. To lay in 
stores covering inn contracts involves heavy 
capital expenditure, increased labour costs for hand- 
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ling, greater depreciation charges and allowances for 

; furthermore, uneven stores turnover, in- 

surance cover and location of stores must also be 

brought under continuous scrutiny if undue expendi- 

*.. fure, wastage and mis-application of capital are to be 
avoided. 

The system described in the succeeding paragraphs 
covers all these points and represents one of the most 
important developments in mechanized stores control 
procedure. 


Commodity Record Card 
Through the posting of commodity record, informa- 
tion is produced automatically which serves as a basis 
for: 


(a) Compiling production schedules. 
[.— (b) Ensuring through pre-allocation that adequate 
d are available to meet commitments. — . 
(c) Control of stock between predetermined maxi- 
mum and minimum levels. 
(d) Re-ordering at the proper time. 
(e) Chasing overdue deliveries. 
(f) Checking wastage. 


The routine, which works in conjunction with 
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A ROUTINE FOR STORES CONTROL 
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the ‘perpetual inventory’ system; can be operated on 
the Underwood Sundstrand Class 'D' accounting 
machine, an all-electric, highly automatic machine 
equipped with ten registers, 24-in. dual feed carriage 
and a large number of other features, many of them 
unique, which make it one of the most comprehensive 
accounting machines of its type. 

The forms used consist of a commodity record 
card (see illustration below) and a proof sheet or 
tally. roll. The proof sheet need not be ruled as it 
only serves to obtain a copy of all entries to the 
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commodity record cards. Provision is made at the 
head of each account for recording: 

(a) Name and number of stores item. 

(b) Bin number or location. 

(c) Unit of issue which is usually the lowest amount 

which may be issued. 

(d) Name and code number of supplier. 

(e) Maximum and minimum stocks. 

(f) Price with provision for recording variations. 

The commodity record cards are housed in trays in 
commodity code number order and are designed to 
provide up-to-date balances of goods on order, 
allocated stores, actual stock, available stock and 
consumption for a given period. This information 
relates to ‘quantities’ only and is produced auto- 
matically as a result of each entry. 


Types of Posting 
To cater for all the different types of transactions 
making up the movement of stores, fourteen different 
types of posting are required. The posting media will 
vary for each type of entry but to avoid complicated 
document references, a posting code is used. The 
various classes of entry, posting code, posting media 
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and balances on the record card affected by each 
different type of entry are summarized below. 

From this summary of postings it will be 
observed that the ‘available stock’ consists of the 
quantity on order' less the 'quantity allocated' plus 
the ‘actual stock'. This is the general method of 
computing 'available stock' and is particularly suitable 
for long-term contracts. On the other hand, where 
short-term contracts are involved, the ‘quantity on 
order! is not usually included in the ‘available stock’ 
balance. However, this machine handles either method 
with equal facility. 

As the summary shows, returns to suppliers 


Type of Entry Posting Code 
Number 

Order raised  ^' . I 
on suppliers. 
Cancelled orders. _ . 2 
Receipts from suppliers. 4 
Returns to suppliers 4 
against credit note. 
Returns to suppliers g 
on even exchange basis. 
Allocation of stores. 6 
Cancelled allocations | 7 
Issue of stores 8 
previously allocated 
Issue of stores 9 
not previously allocated. 
Returns to stores. IO 
'l'ransfers in. II 
Transfers out. I2 
Stock adjustments up. 13 
Stock adjustments down. . 14  ,. 
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(posting codes 4 and 5) are treated either as a return 
demanding a credit or on an even exchange basis 
but the use of these two different types of posting 3 
is dictated by circumstances. For instance, no one 
returns goods to suppliers and then re-orders at a 
higher price but as the effect on the stock position 
varies with each, type of entry both must be catered 
for. 

The consumption figure is built up over a pre- 
determined period which varies according to the 
commodity. It is any period which serves as a basis 
for comparison and is vitally important in determin- 
ing a number of factors such as orders on supplier or 


Posting Media 


Copy of purchase 
order. 


Copy of cancellation 
instructions to 
supplier. 

Goods received 


notes or goods 


inwards sheets.. 
Copy debit note 

or suppliers' 

credit note. 

Copy of instructions 
to supplier. 


Bills of quantity, 
copies of accepted 
estimates etc. 

Copy of instructions 
from production 
department. 


Issue notes etc. 


Issue notes etc. 


Returns to stores 
notes, 


Copy transfer notes. 
Copy transfer notes. 


Authorized stock 
adjustments slips. 


Authorized stock 
adjustment slips. 


Balances Affected di 


Increases on order d 
balance and available. 
stock balance. 
Decreases on order 
balance and decreases 
available stock. 
Decreases on order 
balance and increases 
stock balance. 
Decreases actual stock 
balance and decreases 
available stock balance. 


Increases on order 
balance and decreases - A 
actual stock balance. . | 
Increases allocated 

stores balance and ` 
decreases available 

stock balance. 

Decreases allocated 

stores balance and 
increases available 

stock balance. 

Decreases actual stock 
balance, decreases 
allocated stores balance ' 
and increases consum 

tion total. 

Decreases actual stock ` 
balance, decreases 

available stock balance 

and increases consump- 
tion total. 

Increases actual stock 
balance, increases 

available stock balance 

and decreases consump- 
tion total. 

According to nature 

of transfer. — 
According to nature 

of transfer. ' 

Increases actual stock 
balance and available 

stock balance. 

Decreases actual stock 
balance and available 

stock balance. 
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factory, amount of stock to be carried, re-ordering 


_ level and so forth. . 
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Level of Stock : 

One of the more recent and certainly one of the most 
important features of stores contro] is the automatic 
provision of a warning that stock is reaching a low 
level. A minimum level for eack commodity is 
established and recorded at the top of the card. This 
figure is arrived at by taking into consideration con- 
sumption, time which elapses between placing of 
orders and receipt of the goods and other factors. 
When posting issues and other items which reduce 
the actual stock balance, the "minimum stock is 
automatically compared with the actual stock and if 
the former is greater than the latter, the accounting 
machine automatically stops to.enable the commodity 
code number to be printed on the proof sheet after 
which the amount by which the actual stock is below 
minimum level is automatically computed and printed 
in red on the proof sheet. When the positions are 
reversed, and the minimum level is below the actual 
stock, the machine automatically tabulates through 
these positions and makes. no record on the proof 
sheet or tally roll. Consequently, scanning of differ- 
ences is entirely eliminated and the proof sheet serves 
as the media for indicating to the appropriate 
department that it is necessary to re-order the com- 
modities as indicated. This important feature 
-eliminates the necessity for recording the commodity 
code number for every line entry and, as these 


. codes sometimes run to a considerable number of 


, and this can be applied either by scrutiny or auto- - 


cee a distinct saving of posting time is obtained. 
cases where short-term contracts are involved, 
it is more desirable to have the available and not the 


actual stock compared with the minimum to ensure ` 


prompt action to obtain replacements. To avoid 
over-stocking, a maximum stock figure is established 


matically by the accounting machine to indicate that 
stock is increased beyond the. necessary level. . 


Supplier’s Code 


“To enable the commodity cards to form a complete 


record and indicate the suppliers from whom the 
particular commodities are obtained, a supplier's code 
is used. This is an extremely simple device which 
enables every transaction with vendors to be immedi- 
ately related to a particular supplier without the 
necessity for recording names in the line entry. 
Therefore, when recording transactions of this nature, 
the supplier's code only is entered rendering any 
other means of identification entirely unnecessary. 
-No provision has been made in the body of the 
| commodity record card for recording individual com- 


^". modity values. There is little point in entering values 


or building up value balances in each line entry as the 
figures seldom have a real inventory value, Neither 
are they essential for stores control accounts which 
may be maintained by the simple method of 
Dr. Stores control Cr. Sundry purchases, 
Dr. Cost accounts Cr. Stores control 
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Space is allotted at the top of the record card to 
cover variations in price irrespective of whether these 
are based on average, F.LF.O. or standards, etc. 
Where average price is used, the figure is adjusted 

inst each receipt by the simple methód of 
evaluating the old stock, adding this value to the cost 
of the new stock and striking a new average. 

In comprehensive mechanized systems of this 
character which involve a considerable number of 


different types of entry, it is highly important that 


there should be no variations in the operation of the 
accounting machine, irrespective of the class of entry 
being made. With the exception of two minor but 
logical differences, this condition is fully covered by 
the Underwood Sundstrand Class ‘D’ machine. The 
first of the exceptions relates to the supplier's code 
which is automatically eliminated from those classes 
of entry not Sie suppliers. The second concerns 
the automatic notification that stocks require re- 
plenishing. In this case, the machine stops to allow 
the commodity code number to be inserted. 


Operation of the Machine - 


'The operation of the machine is extremely simple and 
rapid and provides automatic checks which ensure 
absolute accuracy. Prior to posting, the posting code 
and date are set up on the GEET and remain 
constant for all the entries for a particular classifica- 
tion. The actual entry consists of 'picking up' the 
various balances and stock controlling figures. The 
accuracy of these operations is immediately verified 
if two cyphers appear in the first column on thé 
commodity record card. If any item prints instead 
of cyphers, an error is indicated which 1s immediately 
and automatically cleared from the machine by 
operating a lever and a motor bar. Thus, the accuracy 
of the ‘pick-ups’ is positively proved before any 
entry is made. 

The reference number and supplier’s code are 


` entered in the second operation and the item in the 


third, after which all balances including the action 
figure on the proof sheet (when applicable) are 
computed and printed entirely automatically. 

Standard mechanized accounting practice is used 
to prove.the accuracy of the entire operation. Prior 
to.posting, totals of the units to be posted in each 
classification are obtained against which the totals 
given automatically by the accounting machine on 
the completion of each posting run are balanced to 
ensure that the correct quantity of every item has 
been posted and none omitted. 

The organizations using the system outlined in the 
preceding paragraphs have proved that it is an 
efficient routine which meets the varying require- 
ments of stores control, but it cannot be too strongly 
emphasized that before any mechanization is in- 
troduced, the problem must be thoroughly examined. 
Only if all the factors which have a bearing on the 
case arè carefully considered can an efficient routine 
be established. 
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Almost every office, small or large, has a potential RUF ADDUITANT comprising: | 
application for this multi-purpose machine, e.g.: l. Sin SE register ACCOUNTING MACHINE . | 
SALES LEDGER, PURCHASE LEDGER, P.A.Y.E., à un Dee automaticform-feeding ! 
INYONG CHEQUE AINO RECEP T WRITING. 2. Electric Carrlage return TYPEWRITER. i 
TAEA EE 3. 12-key Electric ADDING MACHINE. | 

THE RUF ORGANISATION LTD, Central Buildings, Horley, Surrey Tel: Horley 935, E 
London Office and Showroom: OED, 33-35 HIGH HOLBORN, WCI. d d 





ANNOUNCE . 


The MODEL 5 Posting Tray 


4€ LIGHTEST IN WEIGHT % COMPACT AND SPACE SAVING 
A. OF REVOLUTIONARY DESIGN 44 CHEAPEST - AND BEST VALUE FOR MONEY 
Being shown for the first time at _ 
STAND 57, of the Business Efficiency Exhibition, Olympia, JUNE 17th, together with 
matching posting stand and transporter. 
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See also our range of ring-metal binders and Ste covers of pure vynil, which are made to ` 


OUI customers" requirements. 
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a TOWARDS INTEGRATED DATA PROCESSING 
| A CASE STUDY 


" 


N 


| ANY industrial and commercial manage- 
E | ments are today vigorously exploring the 
advantages of electronic computer employ- 
ment. Some are still content with theoretical investi- 
gation, while others, more enterprising, have 
discarded theory for practice. Plans and specifications 
for computer-centred data processing are now 
being evolved to satisfy many varied managerial 
requirements. Complete integrated data processing 
is the ultimate goal towards which the most pro- 
gressive managements are directing their investi- 
gations, one method of approach being by way of 
‘block building’ or gradual integration. 
' This article describes, in case history form, the 
first steps in the introduction of electronic data 
processing by this method, on the assured foundation 
of a well-established and efficient punched-card 
mechanized accounting installation. 
| | 
| Gradual Integration 
The technique of the changeover from electro- 


é "mechanical punched-card production is by manage- 


ment decision being evolutionary rather than. 


revolutionary. The potential benefits to be derived 
‘from integrated data processing are attained by the 
.gradual absorption of existing accounting procedures 
|rather than by any attempt to effect early complete 
‘integration, and with due regard to economical 
‘considerations of computer employment. 
; In 1953, the board of directors of The Morgan 
‘Crucible Co set up an investigation team consisting 
‘of four members: the works controller, the company 
secretary, the office methods manager and a member 
of the research department with a knowledge of 
EO A The team analysed the company's 
requirements and investigated available equipment. 
, Existing office procedures were already established 
op the Hollerith electro-mechanical punched-card 
‘Installation, which, particularly with the introduction 
into the system of a 542 Electronic Multiplier, was 
giving very satisfactory results. It was anticipated 
however that the employment of an electronic 
. computer would not only reduce the time, and con- 
, sequently the cost, of accounting production but 
also have other advantages in the more rapid avail- 


Läim of information. The cost of the computer 





| would also have to be related to savings estimated 
to arise from the release of a number of existing 
_ electro-mechanical machines. 
The management considered that the punched 
. card constituted so valuable a unit document that it 
. Should be retained, both as the medium for the 
. input of information to the computer and as a readily 
accessible form of external storage. 


Preliminary Investigation 


After careful consideration, which included the 
testing of computer performance of routine pro- 
cedures, the decision to employ a Hec General 
Purpose Electronic Computer was made. 

.It is particularly interesting to record that after 
costing the changeover, the management estimated 
that even if they maintained their conservative policy 
in respect of the changeover from electro-mechanical 
processing, the computer would save its cost in a 
period of four to five years. The decision to use 
this type of computer was largely influenced by the 
conviction that it would be capable of being employed 
economically even in the early phases of the transition 
to electronic accounting. Its resources were con- 
sidered to be the most suitable for the purpose and 
sufficiently adequate to enable further extension of 
its operations to be planned and put into commission. 

Early consideration was given to the situation of 
the computer room and its layout, as well as to the 
siting of auxiliary machinery and equipment. The 
result being that the electronic and other equipment 
is now situated in the new ground-floor offices, 
centrally placed in relation to sales, commercial, 
technical and works offices, thus facilitating and 
simplifying paper flow. A large room, divided by a 
glass partition, houses in one section, the computer, 
and in the other, auxiliary machines. Punching and 
verifying equipment are situated in an adjoining 
room, and there is a separate room for card files. 


Staff Relations and Training 


An important aspect of the preparatory operations 
was in the field of staff relations. The management 
recognized that fear and uncertainty, engendered 
by statements appearing in tbe popular Press, could 
conceivably jeopardize the whole project. They set 
out to dispel the not unnatural apprehensions of 
their clerical staff who might imagine that their 
employers were about to install a ‘push button 
office’, with the accompanying threat of redundancy 
and unemployment. 

Changes in clerical procedures, and the reasons 
for such changes, were discussed and examined. 
Questions were encouraged and an atmosphere of 
confidence was promoted in the early stages, parti- 
cularly among those members of the clerical staff 
likely to be affected most. Visits by office and works 
clerical staff to the Hollerith department were 
encouraged, and interest was aroused in the operation 
of the machines, particularly in the performance of 
the electronic multiplier. This policy ensured the 
co-operation of all concerned in the changeover. 

The organization of staff training was among 
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‘Once they are instructed, at the B.E.E. ! 


the Accountant agreed, ‘they Behind all Hollerith equipment is a team of methods 
will combine calculation with and operations research men, accountants, designers, 
memory and they will even programmers, and technicians. They know ‘ the story 
make logical decisions,’ of your equipment starts in your office.’ 
i Why not meet them on the Hollerith Stand at the 
Any moment now you'll be. Business Efficiency Exhibition? (Olympia, June 17-27). 
saying they have personality!’ | 


än  HOLLERITH ELECTRONICS 


petitive characteristics, he 

said. ‘They are extremely W "Memory? drum of the Hec General-Purpose Computer 
flexible. Adaptable and very E. | 
versatile. The real pointis,' he 
went on emphatically, ‘Hec 
General-Purpose Computers 
and the new Hollerith Type 
$55 Electronic Calculators 
are both ideal for commercial 
and industrial accounting. 
Electronic prodigies, I call 
them.’ 
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the first operations to be tackled following manage- 
— ment decision to install the computer. In this 
connection, the company had an initial advantage, 
in that they had already in their employ a member of 
their central research department, a qualified 


mentation. He was appointed as liaigon between the 
company and the manufacturers and maintained close 
contact from, the earliest stages of the computer’s 
construction. Theoretical training of operating staff 
began some time before the delivery of the machine, 
and the value of this grounding 1 in computer theory 
has since become evident. 

Following the decision to retain the punched card 
as the medium of input to the computer, and for 
‘external data storage, the task of designing cards and 
forms, and of establishing new clerical procedures 
was undertaken. 





Program Production 


| ‘Members of the mechanized accounting staff had 
by this time become familiar with the basic require- 
ments of computer programming. A careful appraisal 

of each program to ensure its validity and to assess 
the machine’ s performance in relation to time. and 
simplicity of operation, pointed the way to the pro- 
‘duction of optimum programs for each required 

. computer application. 
. To indicate the careful attention given to this 


requirement, it may be stated that the payroll 


program was modified in the light of experience 
and completely revised no fewer than five times. 
. On each occasion this resulted in speedier operation, 
the introduction of more automatic checks, and the 
closer integration of the electronic procedure. 

By the time the computer was installed, two to three 
years had been spent in careful preparatory analysis 
of requirements. Research and experiment in 
methods and procedures had been continuous and 
progressive. After a decision was made regarding 
4 Which of the company’s accounting requirements 

~snould be transferred to electronic computer opera- 

tion, and in what order, programs were prepared, 
tested and refined. Statements, salary and works’ 
payrolls were selected, in this order, and it was 
established that there were sound economical 
reasons for using the electronic computer, even 
within these comparatively restricted fields. 


i 


Customers’ Statements 


The preparation of customers’ statements was the 
first application selected, and the choice was in- 

- fluenced by the fact that this application provided 
an exhaustive and comprehensive test of input and 
output resources and facilities. Some 16,000 accounts 
are concerned, and monthly statement, production 
averages about 4,500 each period. 

The computer input receives customers’ name 
and address cards, followed by invoice cards (debits 
and credits) all related by customers' individual 

. account numbers. The machine is programmed to 


t 


THE 
ACCOUNTANT 


technician, who was a specialist in electronic instru- . 


719 


accept the arithmetic data and to- process this 
automatically. Through its tabulator output, it 
causes the statement to be produced in which the 
dates and amount of each invoice are enumerated, 
sub-totalled for each month and completed by 
showing the grand total outstanding. Any credit 
items included are automatically deducted and a 
departmental analysis is shown. Statements are 
produced on continuous stationery and as soon as a 
form is filled, additional entries are automatically 
recorded in the following form together with the 
balance brought forward. 

In this operation the computer checks the card 
designations to ensure that the punched-card sequence 
is correct, and monitors its own operations for 
changes in account numbers and month numbers, 
so that the whole of the statement production 
becomes one continuous operation. Included in this 
program there is an additional checking and 
distinguishing operation which illustrates the ability 
of the computer to examine data and compare 
factors as required. This relates to the detection and 
special recording of amounts owing in excess of 
fixed limits. The statements in such cases are pro- 
duced in the manner described and the computer 
causes an ‘investigation’ card to be punched so that 
such outstanding balances can be scrutinized as 
‘exceptions’. . 

Although statement production would not normally 
be regarded as justifying the employment of an 
electronic computer, it is worth noting that in this 
case the operation now takes only eight hours as 
against eighteen hours by the previous electro- 
mechanical punched-card procedure. 


Salaries and Works Payrolls 

Salartes payroll 

Cards used comprise (a) basic salary card; (b) standard 
deductions card; (c) history card; (d) bonus and 
insurance benefit cards (optional); (e) deduction and/ 
or pre-calculated tax adjustment cards (optional). 
These cards are fed into the computer which, after 
checking the punched-card designations in each case, 
stores the following data: 


. Basic pay data 
Tax code Bonus 
Analysis code Insurance benefits 
Standard deductions Deduction adjustments 
(itemized) 


Cumulative pay b/f. Pre-calculated tax 


Cumulative tax b/f. 


The computer has been programmed to undertake 
the calculations to arrive at gross pay entitlement and 
its reduction to net pay, to print the pay slips, and 
to produce the history card for use in the following 
period. Bank list, cash list and pay envelopes are 
subsequently produced from the history card. All 
the tax calculations are made without reference to 
tax tables. 

The electronic computer has been imaginatively 
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programmed to produce, automatically, investigation 
cards where the resultant net pay is found to be 
negative, or when tax refunds are in excess of £5. 
In the former case, the analysis of the employee's 
pay is inhibited from being accumulated into the 
main analysis, and in the latter case, the tax that 
should be taken if it is decided to evaluate it upon 
an emergency basis is punched into the investigation 
card. 

After dealing with every 250 employees, the 
accumulations of data relating to the build-up of 
net pay, and the analysis code accumulations (232 
items in all) are punched out in binary as ‘intermediate 
analysis cards'.' Should any failure of machine 
operation take place, under the worst condition the 
routine has only to be repeated on the last 250 
employees. 

As each payslip is completed, all the items relating 
to it are accumulated separately for ultimate analysis 
and balancing purposes, and, before starting on the 
next payslip, the partial accumulations are cross-cast 
to ensure that they balance, e.g. 

Basic pay-+Bonus— Insurance benefit —Gross pay 

=O, 

Checking is automatic and checking procedures are 
incorporated in the computer program, Cards 
would be automatically produced in the following 
conditions should errors occur in the machine 
operation: e 

(a) failure to balance gross pay; 

(b) failure to balance cumulative pay; 

(c) failure to balance deductions; 

(d) failure to balance net pay; 

(e) failure to balance insurance analysis. 

At the completion of the printing of the salary 
statements, the analysed data is printed out as a 
control sheet, . 


Works payroll 

At the moment the facilities afforded by the electronic 
multiplier are employed to assist in the payroll 
preparation by doing the extensions of overtime pay 
and time-work pay, piece-work hours pay and piece- 
work units pay, with checking in each case. 

The cards concerned are then merged by collator 
with tax record cards and the multiplier is again 
used to compute gross pay and to record this amount 
in the relevant tax record card. A further merging 
operation associates deduction and adjustment cards 
with the tax record cards, and these cards are then 
all fed into the computer. Mechanical movements 
of the computer are minimized by listing the first 
two lines of the payslip (i.e. items up to ‘gross pay’). 
The items associated with ‘gross pay’ are fed into the 
computer for analysis purposes, and the calculations 
required for the reduction of “gross pay’ to ‘net pay’ 
are carried out. The third line of the payslip is 
printed from the computer and a new tax history 
card (which includes net pay for the current week) 
is punched out. 

While this is in process, the computer is creating 
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automatically ‘investigation’ cards, carry forward 
cards and summary cards for later analyses, relating .. 
to any of tha following conditions: 

(a) The balance carried forward card on a "holiday 
advance', which is the brought forward balance 
less the agreed repayment or the net pay (which- 
ever is the least). 

(b) A negative net pay card. (Accumulation in the 
main analysis is inhibited.) 

(c) Tax refund investigation card (as salaries). 

(d) Piece-work investigation cards: 

(i) where piece-work plus bonus pay is less thari 


.piece-work hours at time-work rate. The ' 


investigation card gives details of the effect 
that payment at a time-work. basis would - 
have upon gross pay, tax and net pay. 


3 


(ii) where piece-work pay is in excess of twice A 


piece-work hours at time-work rate; 


(ui) where piece-work pay is less than 1 431 
^ per cent piece-work hours at time-work rate. 


Investigation cards of this description are for the 
attention and action of wages office, or time study 
department, etc. ` 

Error cards as for salaries payroll are also produced 
in the circumstances already described and depart- 
mental analysis cards (i.e. items to net pay under 
thirty headings) are also prepared automatically. 
Other analysis cards cover special deductions, 
National Insurance, sick club. 

The tabulator- by processing the combined new 
tax history/net pay cards prepares a cash list and 
coin. analysis, and prints the pay envelopes. 


Further Computer Employment 


Sales analyses are to be brought within the scope of 
electronic computer operation. In this application 
there is the initial advantage that the coding of 
product lines is already established and has been 


= proved suitable for automatic mechanized data 


processing purposes. 
It is proposed gradually to extend the scope of 


employment of the computer to include stock an 


materials control, quality control, and to use it to 
undertake scientific and mathematical calculations 
for the central research department. 

It should be stressed that no procedure has merely 
been transferred from electro-mechanical to electronic 
equipment without a complete reassessment in the 
light of computer techniques. 

Although the initial routines which have been 
applied to the computer have purposely been selected 
because they were capable of being developed from 


established electro-mechanical principles, the overall 
ed} 


program is designed to develop a fully integrat 
computer control scheme for the company. 

eady, the company has been able to obtain a 
reliable assessment of the advantages of electronic 
data processing with the computer. Chief among 
these are that information for management is now 
obtained more speedily and more economically and 
a greater measure of control is now possible. 
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Persistent —€— in the gilt-edged market con- 
tinues the disturbing feature of the stock-markets. 
. Almost devoid of support, the gilt- edged section is 
` prey to persistent small selling. Support continues to 
come in, however, for leading industrial and oil 
shares despite competition from new issues. 


Caterpillar Quarterly 

A new idea— new at least on this side of the 
. Atlantic - is used by the Caterpillar Tractor Co of 
America to obtain the technicians of whom there is 
such a shortage today. Caterpillar, states ita quarterly 
‘report for the quarter to March 31st, 1957, needs 
many technically-trained people for jobs in domestic 
and foreign sales, engineering and research, parts and 
service, business research, treasury, accounting, 
manufacturing, distribution, purchasing, employee 
relations, and education and training. 

Shareholders are reminded that they should be 
naturally interested in the company's continued 
progress, and in filling openings with the best quali- 
fied people available. They may know an individual 
who would be suitable for one of these technical 
^ openings and a postage-free reply card is enclosed 
i with the report, on which they can recommend any- 
one they have in mind. 

The form of the Caterpillar accounts was shown 
'. to readers of this column some time ago by a reprint 

extending over two issues. 'l'his week we show what 
the company does in the way of quarterly reports. 
The example available is for the first quarter of the 
accounting year ending December 318t, 1957. It gives 
the figures for the quarter and, be it noted, for twelve 
months to the quarter date. As the year proceeds, and 
the June and September quarter figures become avail- 
able, à further column is added to give the figures for 
«t the six and nine months respectively, and the twelve 
"months' figure advances to June 3oth and Septem- 
` ber 3oth. ; 





Accounting Speed 

The speed of this accounting service is remarkable: 
these reports go out to shareholders little more than 
a fortnight after the relevant accounting date. Ovér 
and above thia, the company also produces a monthly 
statement to the Press and the American stock 
exchanges. giving sales, the profit percentage and the 
profit per share of common stock. 

k Some of our readers may feel that this is too much 
of a good thing. Others, we hope, will come to the 
conclusion that the majority of companies in m 
country are behind the GER times, 


Monthly Figures 


As we were going to press ‘the Bees for the month 
of April came in and are given as follows: 


THE 
ACCOUNTANT 


Finance and Commerce 


121 
1957 I956 
For month of April: $ $ 
Profit per share of common *44. '57 
Sales . De .. 60,003,893 60,200,587 
Profit after taxes : 4,000,849 5,136,501 
Profit per cent of sales 6:67 96 8:53 96 
Four months ended April 3oth: 
Profit per share of common 2°04 1:85 
Sales . zi . 246,671,924 223,002,404 
Profit after taxes : . 18,615,693 16,783,555 
Profit per cent of sales 755% 7:53 96 


Profit per share is computed on number of shares 
outstanding at the end of the respective periods. 

The company's results for 1957 are consolidated 
to include both domestic and foreign operations. In 
order to provide proper comparisons, 1956 data have 
been adjusted to include the results of foreign 
subsidiaries. 


Merger Preview 
Modern practice is to anticipate in accounts coming 
events which are near enough to have a bearing on 
the position under review, notable examples being 
the effect of the appropriations. With the accounts to 
December 31st, 1956, of the Saxone Shoe Co Ltd 
which changed its name on January 2nd, 1957, to 
axone, Lilley & Skinner (Holdings) Ltd), the effect 
of the after-date Saxone/Lilley merger is given. ` 
The two companies, following the 1956 negotia- 
tions, were finally merged on January 8th, an im- 
portant development naturally of much interest to 
shareholders. The accounts submitted cover the 
trading results of the former Saxone Shoe Co for 
1956 in the manner in which they have previously 
been presented. 

But for the information of shareholders, there is 
also given a consolidated statement of assets and 
liabilities and a profit and loss account drawn up on 
the assumption that the amalgamation had been 
completed by December 31st, 1956. 

It is pointed out that Lilley & Skinner (Holdings) 
paid no ordinary dividend for 1956 and the ordinary 
shares of Saxone, Lilley & Skinner (Holdings) issued 
on acquisition did not rank for dividend in respect of 
that year. The provision for dividends and profits tax 
shown in the merged profit and loss account are, 
therefore, based on the actual dividends paid or pay- 
able by the two companies and not on the issued 
capital shown in the pro forma consolidated balance 
sheet, 


Money Market 

The average Treasury bill rate rose slightly to 
£3 18s 5-15d per cent on May 31st, with the market 
maintaining its bid at Zoo os sd. Applications 
totalled £35'7,710,000 for the £230 million of bills 
offered and allotted. This week's offer is {240 SSES 
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l . Qorrespondence 


N Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Training for the Profession 


SR, — In your issue of May 25th, ‘Recently Qualified 
A.C.A’, while discussing the problem of attracting 
suitable young men to the profession, states: 
"There is only one solution, and that is for all 
accountants to increase the remuneration of their 
staffs, and their fees to match.’ 
, May I make a few remarks on this much discussed 
k subject? 
The situation is either: 
Y (a) that the accountants charge their clients a true, 
l economic fee for their services, while paying 
articled clerks ‘laughable wages’; or 
(6) that accountants are enabled to charge their 
clients less than the true economic value of their 
services, because their staff (a large proportion of 
which is usually articled) are not paid an economic 
wage. 
If (a) is the case, it means that a public accountant 
retains more for himself than his contribution to 
society justifies. As a corollary, the articled clerk gets 
very much less than Ais contribution to society 
justifies. 
a If (b) is the case, it means that clients as a whole 
are subsidized by articled clerks and/or their families. 
In either case, the situation is unhealthy from the 
economist’s point of view. The remedy in (a) consists 
in paying articled clerks a proper living wage. In (6), 
the only course is to increase both fees and wages. 
There is a widespread feeling among articled 
clerks that the accountant can pay his articled clerk 
more ~ in other words, the position is as (a) above. 
This feeling is strengthened (i) by the fact that many 
firms offer either articles, or a 'bye-law' vacancy, the 


A 


latter carrying thrice the remuneration; and (ii) 
by the figures published in The Accountant of 
January 26th, 1957, in a leading article entitled “The 
finances of higher income groups, in which 
it is stated that apparently the 'average chartered 
accountant practising in London and the Home 
Counties has a gross income of {2,676 and a net 
income of £1,774.’ 

Assuming that the average articled clerk gets £3 
per week, a doubling of his salary would cost his 
principal a further £312 (for two clerks), thus 
leaving a very respectable sum for the principal. 

Yours faithfully, 
ARTICLED CLERK. 


Share Issues and Premiums 


SIR, - With regard to Mr Walter’s comments in 
your issue of May 25th, in reply to my letter pub- 
lished on May rh, I would respectfully point out 
that he has overlooked the main point of my query. 

If a company sells 60,000 {1 shares for £80,000, 
what are the proceeds of the issue? 

Section 58 does not define the word ‘proceeds’, 
but Mr Walter has apparently taken it upon himself 
to declare ‘praceeds’ as being only the amounts 
receivable in respect of the nominal value of the 
shares and thus excluding share premiums. 

Section 58 (1) (d) applies only where the redemption 
is made, otherwise than out of the ‘proceeds’ of a 
fresh issue, and again I submit my problem — what 
are ‘proceeds’? . 

Yours faithfully, 
EDWARD W. OWEN, 


Sidcup, Kent. Final Student. 


Taxation Case 


A full report of the case summarized in this column will be published, with Notes on the Judgment, 
in the ‘Annotated Tax Cases’. 


Bearsley v. Bridges 
Hewitt v. Bridges 


In the Court of Appeal — April r1th, 1957 


(Before Lord Justice JENKINS, Lord Justice Morris 
and Lord Justice SELLERS) 


. Income tax — Schedule E ~ Managing director — Secre- 
4~Yary — Transfer of shares to them — Whether values of 
| shares profits from employment ~ Whether value of 
covenants were such profits - Income Tax Act, 1952, 
Schedule E (Section 156), Schedule LX, paragraphs 

I, 4. 
The appellants were respectively a managing 
director and the secretary of a company who with 
another managing director and the founder had been 


mainly responsible for building up the company’s 
business. During his lifetime the founder transferred 
relatively small blocks of shares to them and they 
expected that he would leave them a substantial 
holding in his will. The will, however, created a trust 
of the founder’s shares in favour of his widow for 
life, and then for his two sons. 

When the founder died in 1936, the elder son 
became the chairman of the company, and service 
agreements for ten years were entered into between 
the company and the three gentlemen in question. 
In 1945 the appellants expressed to the elder son 
their disappointment at not having been left any 
shares By his father. The son accepted that the father 
had been remiss in this regard, and undertook to 


724 


transfer 20,000 shares among the three on the death 
of the life-tenant, who was then aged 85. It was left 
to the second appellant to make arrangements for 
some legal document for the purpose, and on Decem- 
ber 30th, 1945, each of the sons entered into deeds of 
covenant with each of the three for the transfer of 
the shares within a specified period after the death 
of the life-tenant. Each deed expressed the desire 
of the covenantor to mark his appreciation of the 
past services of the covenantee in the company’s 
employment and his desire that the covenantee 
should remain in that employment for a certain 
period. By clause 1 of the deed ‘in consideration of 
the covenantee continuing his present engagement 
with Meccano Limited until the expiry of four years 
from the date hereof’, the covenantor bound himself 
to transfer his quota of shares to the covenantee. 
The shares were transferred in 1953, while the 
tenant for life was still alive. In the meantime, the 
second appellant had resigned his office of secretary 
of the company. In the latter part of 1945 the other 
managing director was unable by reason of ill health 
to attend the office, and when he died in 1949 tax 
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was not claimed on the shares transferred to his 
executors. 


It was contended on behalf of the appellants that] 


despite the statement of consideration in clause 1 of 
the deeds, the shares were not received by the appel- 
lants from their employments with the company. 
It was contended on behalf of the respondent that 
the shares arose to the appellants from their employ- 
ments with the company and that the Special Com- 
missioners had come to a wrong decision. 

The Special Commissioners decided that if the 
deeds of covenant only could be considered, the 
shares were not transferred as an act of remunera- 
tion; that if the deeds of covenant could be con- 


sidered together with evidence of the verbal arrange- ` 


ment previously made, their conclusion was the same; 
and that if all the verbal evidence in the case, some 
of which was considered to be inadmissible, could be 
looked at, their conclusion would still be the same. 

Held (Lord Justice Jenkins dissenting) (reversing 
the decision of Mr Justice Danckwerts), that the 
shares received by the appellants were not profits 
from their offices or employments with the company, 


THE INSTITUTE OF 


COST AND WORKS ACCOUNTANTS 


TWENTY-EIGHTH NATIONAL COST CONFERENCE 


As briefly announced in last week’s issue, the twenty- 
eighth national cost conference of The Institute of 
Cost and Works Accountants was held at the Con- 
naught Rooms, Great George Street, London, WC2, 
on Friday, May 31st, with the President, Mr Ian T. 
Morrow, C.A., F.C.W.A., in the chair. 

The conference was preceded on Thursday evening 
by an opening session addressed by the Rt. Hon. the 
Viscount Chandos, Dao, M.C., and by the President's 
reception. The conference was followed on Saturday 


morning by the thirty-eighth annual general meeting. 

The theme of the conference was “The future of 
electronic machinery in workshop and office! and, in 
addition to the President's address, we reproduce 
below extracts from the address of Lord Chandos and 
from the papers presented by Mr R. H. Tizard, B.A., 
A.M.LE.E., of the London School of Economics; Mr 
E. M. Renals, A.C.W.A., of the Ford Motor Co Ltd, 
e Mr G. J. Pierce, F.c.w.a., of Bristol Aircraft 


e 
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PRESIDENTIAL ADDRESS 


In opening his address, the President referred to the 
proposals for the integration of The Society of Incor- 
porated Accountants with The Institute of Chartered 
Accountants in England and Wales and the Scottish 
and Irish Institutes, saying that if the integration 
comes to pass it must clearly have a deep and lasting 
effect on the future of all engaged in the accounting 
profession. Continuing, Mr Morrow said: 


Our Industrial Future 


It is recognized by all that we are a front-rank industrial 
power and that proportionately we depend more on industry 
than any other nation. We have a greater proportion of our 
people engaged in industry than the United States, Ger- 
many or Russia. But, in spite of this acceptance, there is still 
a great deal to be done to see that the actualities square with 
the theory. - e 

During the war the publication of the famous Beveridge 
Report, followed by the same author's Full Employment in a 


Free Society! established the principle that the maintenance 
of a high and stable level of employment is the prime 
duty of the modern State and, at the same time, it is also 
the duty of the modern State to ensure a continuing rise 
in the standard of living. 

This higher standard of living, this high and stable level 
of employment, can corne only from a prospering industry; 
It cannot come from anywhere else; it cannot come from 
banking, law, diplomacy or the Civil Service. All these 
ancilary and subsidiary activities can assist or mar the 
process of production, but in the final analysis what 
physically produce must 
the politicians’ promises. This means that it is in the 
Interests of us all, whatever our party, that industry should 
prosper. While industry and the Government, without 
quite knowing why or how, have discharged their responsi- 
bilities since the war, it is clear, when we compare our 
progress with that of other nations, that we should have 
done better. . . . 


1 Allen & Unwin Ltd, London. - 
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Britain's Two Cultures 


Let us examine at least some of the more important reasons 
for our lagging behind. First, Britain's twe cultures. At 
present we have, on the one hand, a thrusting industrial 
society in the main divorced. from the universities and 
higher education and, on the other, we have those who have 
benefited from higher education, who have entered the 
older professions and who are socíally much more accept- 
able than those engaged in industry. The result of this 
situation is that many parents today would prefer their son 
to be an eminent Q.C. or an eminent surgeon or an eminent 


banker or an eminent pun or Civil Servant — rather than 


an eminent industrialist. . . 

This cleavage of culture appears not to occur in Germany 
and the United States, It is serious. It means that the best 
brains and the most highly educated people do not go into 
industry; they go into the older professions. It means that 


‘the people who are responsible for achieving this prosperity 


are not receiving the social rewards. 


Industry and Education 


This emphasis on non-technical education reduces the 
resources that we devote to higher technical education. We 


peu excellent men up to higher national standard who 


ave taken part-time courses, day continuation courses 
and/or night-school. We produce some of the finest tech- 
nicians in the world in the highest class. We know that these 
men are so good that they can go to any other country in the 
world and be assured of a good living - but we do not 
produce nearly enough of them. Our capacity for technical 


‘ education is very limited. In the academic year 1954—55 out 
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of a total of 98,000 students taking full-time courses, only 
10,000 were taking technological degrees. 
We are always being asked to make room in industry for 


“arts graduates. Surely the solution is to stop producing arts 


graduates who are not required for teaching and other 
functions and produce the engineers and the managers we 
do require for industry. The development of education 
along the specialized lines that industry requires has to a 
large extent been brought about by industry and by insti- 
tutes whose members are engaged in industry, such as our 
own. These institutes have set high examination standards 
and have arranged and encouraged local authorities and 
correspondence schools to provide the necessary facilities. 


The Institute's Part 


'There are at present more than 13,000 registered students 
in T'he Institute of Cost and Works Accountants. Numbers, 


Lord Chandos took as his theme "The economic 
consequences of electronics in industry’, with par- 
ticular reference to the economic effects of electronic 
control in the factory and to the use of electronic com- 
puters in the office. The advantages of electronic con- 
trol over mechanical control in the factory were, he 
thought, very great. It was flexible, it could be used 
over great distances and it permitted the operator to 
work in safe and congenial surroundings. He could not 
see anything to fear from automation within the bounds 
of the immediate future; rather that the spread of 


Automation will increase wealth and that, properly 


handled, industry and the worker have not only 
nothing to fear but also every reason to foresee new 
perspectives from this development. 

Lord Chandos then referred to the use of electronic 
computers for scientific purposes and went on to speak 
of their application in cost accountancy and in stock 
and production control. He said: 


"There is, I suppose, a large practical difference between using 
à computer for mathematical problems and for a payroll or 
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however, are not enough; quality is the vital factor, and here 
the chief essentials are good raw material and a comprehen- 
sive programme of education, training and practical 
experience. It is our aim that SE schoolboy and his 
arents, careers master and youth employment officer should 
Ris the attractions of a life in industrial accountancy. . 

In the sphere of practical training — learning by doing, 
as distinct from reading — the Institute can and does play 
an active part. For a number of reasons the form of article- 
ship traditional in accountancy and allied professions is 
inapplicable to our own registered students, but the Inati- 
tute has recently made considerable progress in the fostering 
of a newer but, we believe, equally valuable form of training, 
the commercial apprenticeship. 

We are now in touch with some seventy organizations 
which provide a scheme of training for registered students, 
affording them wide practical experience of the costing 
and allied functions in the company and assisting them 
in various ways in their studies. After he has received 
his training and education, the student must satisfy the 
Institute's examination requirements, which are strict, as 
is evidenced by the percentage of successful candidates 
which in recent examinations has been of the order of 


thirty-five. . . . 


Presenting Industry's Problems 

After mentioning that there is a tendency for officialdom 
to regard industry as a source of national revenue 
instead of designing fiscal policy to encourage industry 
to expand and ‘to take adventurous risks’ Mr Morrow 
continued: 

Let us prepare for senior officers, Civil Servants and 
politicians a short course presenting industry. Can we forget 
our preoccupation with all the problems of industry for a 
short time and put something like this into effect? 

A series of lectures is not enough. Imaginative presenta- 
tion is needed and it should be demonstrated how specific 
problems are dealt with, such as the decision to develop 
anew product, the problems of exporting in a competitive 
world, the problems connected with deciding on heavy 
capital expenditure, etc. 

If this idea were accepted, within twelve months we 
would have at least pooled our problems and broken down 
our.lack of understanding. This would strengthen us in 
every possible way for the tasks that lie ahead and perhaps 
accelerate that desirable increase in ovr national income. 
Today a high national income per head not only guarantees 
prosperity but is a measure of a country’s ability to survive 
cold, limited or global war.... 


ELECTRONICS IN INDUSTRY 


accountancy. Mathematics call for a small input of data, 
from which large calculations are made, while payroll and 
cost accountancy matters mean a large input of data within 
small calculating time and longer continuous output. 

The development of these two types of computers must 
follow divergent and not parallel lines. Everyone in this 
audience will know, although it is not yet grasped by the 
laity, that the problems involved in cost accountancy and 
payment of wages, are not those relating to the machines 
but to their application. We can make computers of all sorts 
and different kinds of speeds, with the storage of informa- 
tion as an adjunct, either of small or large capacity. At this 
moment I do not think that the problems of production of 
the computers compare with the problems which are on 
your plate of inventing the business systern, to use com- 
puters and thereby reducing clerical labour. We are all 
studying the use of computers in this field, banks, insurance 
companies, industrial companies, and so forth. I do not 

that at the moment we have got far enough to entrust 
the calculations of elaborate payrolls to the computer, but 
we are not far away. 

I anfno prophet, but only an industrialist, but I venture 

this prophecy this afternoon: that within the next five years, 
we shall have systems enabling the wages to be paid by the 
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use of computers, however complicated ‘the bonus and 
piece-work rates which have to be incorporated in the wage 
packet have become. 

We are not far away from techniques which enable 
cheques to be scrutinized, listed, and passed for payment 
by the use of computers. 

In other words, I am passing the buck to you — give us a 
business system, for instance, of cost accountancy, which 
would have your support, and I would feel pretty sure that 
we could develop the machines to give you what you like. 


We shali live to see the day when the auditor will arrive 


THE 
ACCOUNTANT 


June 8th, 1957 


with his own portable computer on which he will be able 
to check the accuracy of our calculations, EE 

Of course, if is a commonplace to say that computers can 
only make calculations of problems which are given theta 
and can only store in their electronic memories the result- ; 
We have not yet got to a point where any part of the risk,- 
or imagination, or future programme, can. be replaced by 
a machine. It can only give us quicker and more accurate 
data upon which fo base our plans. 

In conclusion, I repeat that I can only see the economic. ` 
consequences of electronics in industry being beneficial. 


CONFERENCE SESSIONS 


In his paper on ‘Automatic control and computing in 
industry’, Mr R. H TIZARD, B.A., A.M.LE.E., surveyed the 
modern technical developments in automatic control and 
computing — with particular reference to industrial appli- 
cations — and discussed the fundamental concepts of feed- 
back and of digital data processing. The three main uses of 
electronics in industry, he said, were the process in which 
the electrical or electronic nature played a fundamental part, 
as in induction heating; in controlling a. process, as in 
machine-tool control; and in the processing of data, as done 
by a computer. As the title of his paper suggests, Mr ‘Tizard 
concerned himself with the last two uses. - 

In considering the processing of data, Mr Tizard thought 
that the main factor which, at present, limited the applica- 
tion of digital computers to office work was the necessity 
for a complete rethinking of the clerical system. Others were 
the difficulty of obtaining sufficiently reliable equipment 


and the justification of the cost by advance proof of savings. 


The biggest fundamental limitation, however, was the means 
of input and output, particularly input. He envisaged a 
time when the concept of a computer controlling a plant 
would be widened to that of a computer controlling the 
whole enterprise, given market and other relevant data and 
an overall requirement as a criterion of success. 


Electronics in the Office 
At the outset-of his paper on ‘Electronics in the office: the 


problems of planning and installation', Mr E. M. Renals, 


A.C.W.A., emphasized that objective and imaginative 
appraisal was called for when designing any mechanized 


system. It was not sufficient to replace clerks by machines, 


stage by stage. In the first instance, the end-products should 
be specified and the information needed to produce them 
defined. Then the best way of handling the required infor- 
mation should be devised. Finally, the maximum use of 
existing facilities should be made. Mr Renals stressed that 


. 'the formulation of the problem should be undertaken by 
members of the staff, working as a team yet aware individ-. 


ually of the difficulties and possessing the ability to progress 
the job through to the end. 

If the acquisition of a computer was decided upon, the 
job of detailed analysis and planning would then have to be 
tackled. Prominent among the essentials were the adequate 
arrangements for the recruitment and training of expert 
engineers, programmers and operators. These might have 
to be specially engaged and this would raise the problems 
of redundancy and redeployment of existing staff. It was 
better that potential maintenance engineers should have 
both an academic and a practical background in electronics 
and had put in a year’s further training before occupying 
senior positions. For programmers, a sound intellect and a 
knowledge of systems work rather than of advanced mathe- 
matics were the most appropriate qualifications. 

Mr Renals concluded his paper by stressing the great 
importance of getting the active interest of top management 
in the investigating and planning work to be done before 
and immediately after the installation of a computer. It was 
onlv by the full participation of the best talents in the 
organization that the potential of the new systems» could 
be realized and, in consequence, operated to the best 
advantage. l 


Future Possibilities ` 
Mr G. J. Pierce, F.c.w.s., who took as hia subject ‘Elec- 
tronics in the office: future possibilities’, said that with the ~~ 
much larger storage capacity of the most modern computers ` 
it may be possible to depart from the conventional forms of 
accounting and to merge many operations together. Thug 
the financial ledgers might be posted when the wages and' . 
8tock records were being computed and all aspects of 
material control, physical and financial, might be produce. 
simultaneously. The major point in his paper which he 
wanted to develop, however, was not to consider new tech- 
niques but to suggest in what ways electronics might be 
utilized to provide management with better information 
than it at present received in the form of financial accounts ` 
and what Mr Pierce described as ‘the budgetary control- 
standard cost approach’, He thought that with the aid of 
computers, combinations of all the variable factors affecting . 
the company's production and trading could be worked out 
with a view to striking the arrangement which would give 
the optimum rate of gross profit. 

Mr Pierce listed three advantages to be derived from 
bringing in a computer to help management to decide i. 
policy. ‘Che first was that all the relevant factors were more : 
likely to be taken into consideration in such a review than 
when making a large number of routine decisions; the 
second was that when changes of management took place,’ 
the new man could take over where the old one left off; and 
the third was that the machine's answers would be con- 
sistent and would not be weighted by personal bias. 


BANQUET . 

The conference banquet was held on Friday, May gist. 
The President, Mr Ian T. Morrow, was in the chair ` 
and, with Mrs Morrow, received the large company of ^ 
members and guests and their ladies who included: Y 
: Mr A. S. H. Dicker, M.B.E., F.C.A. (President, The Institute 
of Chartered Accountants tn England and Wales), and Mrs 
Dicker; Mr James T. Dowling, C.A. (President, The Instituté 

of Chartered Accountants of Scotland), and Mrs Dowling; 
‘The Rt. Hon. The Lord Mancroft, M.B.E., T.b.;; Mr AC. S. 
Meynell, F.A.C.C.A. (President, The Association of Certified 
and Corporate Accountants), and Mrs Meynell; Sir Harry 
Pilkington, J.P., and Miss Cynthia Pilkington; M F.-M. 
Richard (President, La Compagnie Nationale der Experts 
Comptables), Sir Peter Roberts, Bt., M.P; (The Master 
Cutler), and Lady Roberts (The Mistress Cutler); Sir Thomas 
Williamson, C.B.&. (Chairman of the Council, The Trades 
Union Congress), and Lady Williamson; Mr Harold Wilmot, 
C.B.E.,, F.C.W.A, (A Past President, Chairman, The British 
Institute of Management), and Miss M. Wilmot; Mr R. 
At.w£innon Wood, O.B.&., J.P. (The Rt. Hon. The Chairman; 
THE London County Council), and Mrs McKinnon Wood; | 
Sir Richard Yeabsley, C.B.E., F.C.A., F.8.A.A. (President, The  - 
Society of Incorporated Accountants), and Lady Yeabsley. — ^ 

The toast of "Ihe Institute of Cost and Works =“. 

Accountants’ was proposed by The Rt. Hon. The Lord **^ 
Mancroft, M.B.E., T.D., and the President replied.. Mr 
Lawrence W. Robson, F.C.A., F.C.W.A., proposed the 
toast of “The Guests’ and Sir Harry Pilkington, J.P., 
responded. | 
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"E < Notes and Notices 


E | PERSONAL 

. TESSRS RIDDLE & MILLER, Chartered Accountants, 

, announce that they have transferred their offices from 
27-30 Basinghall Street, London, BCz2, to Coastal 
Chambers, 172 Buckingham Palace Road, London, 
SWI. Telephone: Sloane 2487. 

' Messrs THORNTON & Co, Chartered Accountants, 
of 54 Castle Street, Liverpool, 2, announce that Mr 
William Sydney Wicks, F.C.A., who has for many years 
practised in the City, of Liverpool, has joined the firm 

i as a partner as from "June rst, 1957. The name of the 
.-firm remains unchanged. 
© Messrs Reeves & RoTHWELL, Chartered Account- 
ants, of 5 Laurence Pountney Lane, Cannon Street, 

J ondon, EC4, announce that as from June rst, 1957, 

K uey have admitted. to partnership Mr ANDREW 
E cd. A.C.A., who served his articles with the 

Ezm; the style of the firm will remain unchanged. They 
also announce that as from June rsth, 1957, their 
address will be Capel House, New Broad Street, 
London, EC2 (Telephone: London Wall 1127) where 
they have taken offices adjoining their associated firm 
of LoNGcRorr, SMITH & Co, Chartered Accountants. 

Messrs BERTRAM SILCOCK ` & Co, Chartered 
Accountants, of Bold Street Chambers, 31 Bold Street, 

- Warrington, and at Finsbury Court, London, EC2, 
announce that Mr R: O. ROBINSON, A.C.A., has been 

gu into partnership in their London practice as 
from June Ist, 1957. 
. Messrs PANNELL, CREWDSON & Harpy, Chartered 
Accountants, of Ghana Bank Chambers, Accra, 
announce that Mr STANLEY: JAMES HERBERT MARSHALL. 
A.C.A, who has been with the firm for a number of 
years in England and in Ghana, was admitted as a 
resident partner in the Ghana practice on June rst, 
, 1957. 

Mn G. Warp PLATT, F.c.a., Mr W. S. Wicxs, F.C.A., 
and Mr Frank W. LANGLEY, F.C.A., practising in 
partnership under the style of Warp, Pratr & Co, 
-chartered Accountants, of 3 Cook Street, Liverpool, 2, 
announce that they have mutually agreed to terminate 

A fheir partnership arrangements as from May 31st, 1957. 

r G. Warp Piatt and Mr Frank W. LANGLEY will 
continue their practices, each independently, in their 
own names at the above address; Mr W. S. Wicks has, 
as from June 1st, 1957, joined the firm of Messrs 
“ZHORNTON & Co, Chartered Accountants, of 54 Castle 
Street, c[iverpool, 2, and will continue in practice as a 
partner n. that firm. 

Messrs Craston THOMSON & ALLIson, Chartered 
Accountants, of 234 West George Street, Glasgow, C2, 
announce that as from June 1st, 1957, Mr GEORGE 
MICHAEL ScoTr FLEMING, M.A., C.A., has been admitted 

^to partnership. They also announce that their tele- 


. , phone number is now City 4856-7. ` 
E 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


THE INSTITUTE OF MUNICIPAL 
TREASURERS AND ACCOUNTANTS. 


About 450 members and guests attended the annual 
dinner of The Institute of Municipal Treasurers and 
Accountants held at the Assembly Rooms, Edinburgh, 
on May 31st, at the conclusion of the Institute's three- 
day annual conference. (A report of the conference 
appeared in our last issue.) 

Mr Ernest Sinnott, F.S.A.A., F. I.M.T. A., President of 
the Institute, was in the chair, and, with Mrs Sinnott, 
received the company. Among those present were the 
Rt. Hon. Lord Strathclyde, P.c., Minister of State for 
Scotland; Mr lan A. Johnson-Gilbert, C.B.E., D.L., 
Lord Provost of Edinburgh; the Rt. Hon. the Earl of 
Selkirk, ong, A.F.C., First Lord of the Admiralty; and 
Sir Irving B. Gane, K.C.V. o., Chaniberlain of the City 
of London, and Lady Gane. DN 

The toast of “The City and Royal Burgh of Edin- 
burgh' was proposed by Sir Irving B. Gane, and the 
Lord Provost replied. 

. The toast of “The Guests’ was proposed by Mr 
Sinnott, who referred to the distinguished company 
present and to his pleasure at being once again in 
Scotland where, twenty-five years before, he had 
attended for the first time the Institute's conference. 
The Earl of Selkirk responded to the toast. | 


NEW AMATEUR GOLF CHAMPION 


Mr Robert Reid Jack, who won the British Amateur 
Golf Championship at Formby last week, is a member 
of The Institute of Chartered Accountants of Scotland. 

Mr Jack is to be congratulated on the fine golf which 
earned him this high sporting distinction. 


THE INVESTMENT ALLOWANCES (FUEL 
ECONOMY PLANT) ORDER, 1957 


Section 15 (3) (b), Finance Act, 1956, provides that 
investment allowances are to be continued for expendi- 
ture incurred after February 17th, 1956, on prescribed 
fuel-saving plant if it is installed by way of modifica- 
tion or replacement of plant in use in the United 
Kingdom. The Investment Allowances (Fuel Economy 
Plant) Order, 1956, prescribes a list of fuel-saving 
plant and the conditions, if any, upon which such 
plant was prescribed. A new Order, the Investment 
Allowances (Fuel Economy Plant) Order, 1957 
(S.I. 1957, No. 938), prescribes, as from June sth, 
1957, the following additional items of fuel-saving 
plant (subject to the conditions shown opposite each 
in the Schedule to the Order): 
Paragraph 2 (a) oil drip feeders. 
i 4 (c) x steam vessels; piping, “ducts and 
ans, 

" 8 (b) fuel meters. 
» 9 heat pumps. 
" IO. capacitors. 





Telephone: Victoria 2002 (3 lines) 
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- BRITISH COMPUTER SOCIETY 
FORMED 


A national society, the British Computer Society, has 
been formed to provide a forum for the exchange of 
information between people concerned in the scientific, 
engineering, business and other aspects of computers 
and automatic data-handling techniques. The London 
. Computer Group, which was formed in 1956, and 

which has so far catered primarily for business interests, 
with a current membership of five hundred, has agreed 
to take part in the formation of the new society and to 
add its resources to it; all existing members of the 
Group will automatically become members of the new 
society. 

It is intended to incorporate the society as a company 
limited by guarantee. Regional and specialist groups 
will be formed, a business group and an engineering 
and scientific group having already been set up. The 
Society intends to foster well-informed public opinion, 
to hold conferences and to publish a journal for the 
benefit of its members. 
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. À provisional Council has been formed. with the . 
following membership: 

Messrs A. D. Booth, p.sc., PH.D.; E. E. Boyles; F.C.A.; 
A. J. Bray, MA., A.C.A.; E. C. Clear Hill, B.8C., A.F.R.AE.8.; 
A. S. Douglas, pH.p.; R. G. Dowse, A.C.A.; F. S. Ellis, 
B.sc.(ENG.); H. W. G. Gearing, B.8C.(ECON.), A.C.L8., F.1.8.; 
A. Geary, M.A,, M.8C.; C. G. Holland Martin; D. W. Hoöpór, 
M.A., ALCA; E. N. Mutch, wa: R. E. SE AAGE 
A.M.I.LA. F. Yates, 8C.D., F.R.8. 

'T'he offices of the British Computer Society are at 
29 Bury Street, London, SW:. 


CITY DISCUSSION GROUP 


The next meeting of the City Discussion Group of the 
London and District Society of Chartered Accountants — 
will be held on Wednesday, June 12th, at The Cock and 
Bottle, Laurence Pountney Hill, at 6.15 p.m. The 
topic will be the 1957 Finance Bill, to be introduced by 
the Group's chairman, Mr B. C. Dixie, ¥.c.a. Visitors 
will be most welcome. 


CROSSWORD FOR ACCOUNTANTS 


Compiled by B. W. Jones, B.Com., A.C.A. 





ACROSS 


. Make a mistake in rank for the land record (7). 
. It's red, but represents a step forward (6). 

. Raise the French tax in y (5). 

. Almost frantic about the limited company? Calm down 


with this (8). 


Q GO CK 


bed 


11. This transport by return is not reliable (4). 
12. Swallowed about 252 gallons. Make an adjustment! (6). 
13. Just another craze (5). 
I5. The Chief Accountant can, using these (7, 8). ; 
16. Twisted tree and mathematical symbol make up a , 
native of West Africa (5). E 
18. Couples briefly put in a favourable vote; they should be 
credited (6). 
tion if I can remove 


Cete ve 


20. Source of tax relief, perhaps (4). 

21. This legacy offers a small specula 
the article (8). 

22. Girl from the U.S.A., but not in the morning (5). 

23. Concocted by old France and the French, it doesn't 
give full measure (6). 

24. Source of interest sited around the Post Office (7). 


DOWN 
I. Part of the money market used to cushion an SES 


(8, 5). 
a. Bequeath an article of furniture? 18 across do (6). p 
4. Mechanic's teapot breaks the law (3, 9, 3). 
4. Somehow the señora can account for most things (6). 
5. Feature of commercial operations which reveals useful : 
information to the accountant (5). 
7. For drawing-power, I get on at the foot of the pamphlet 
(8 
9 
1 


e library lets us sort out these Government 
instruments (8, 5). 
Ten girls are seen about in this area (8). 
. Hearings (6). 
. There's something fruity about the printer's measure 
and the result is no vacuum (6). 
19. Does it direct the company's affairs in a stiff, wooden 
manner? (5). 


The solution vill be published in next week's issue, 
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Wales of the Chartered Accountants’ Retirement Benefits Scheme, 
for which Inland Revenue approval for the purposes of Section 22 
(5) of the Finance Act, 1956, has now been given. It is not sur- 
prising that drafting in a form acceptable to the Inland Revenue 
has not been free from difficulty, in view of the paucity of prece- 
dents and the avowed object of the Council of the Institute to 
provide as wide a selection of benefits as possible to meet problems 
arising from fluctuations in income. 'The scheme is intended for 
members of the Institute who are self-employed or who are 
otherwise within the ambit of Section 22 of the Finance Act, 1956. 
A companion scheme for employees of chartered accountants 
18 in the final stages of preparation and its publication 1s expected 
within a very short while. 


tension 736 
The introductory section of the officially designated Carbs 
[ Finance uc aus M Explanatory Booklet, of which copies have been sent to all 
Boo & Co Ltd — Hall members of the Institute, is reproduced elsewhere in this issue. 


Perhaps the most striking feature of the scheme is the very wide 
choice of benefits (including annuities based on the market value 


Money Market 738 of equities) on terms guaranteed indefinitely to those entering in 
Correspondence Sen the early years. The plan is very much wider in scope than 
others published hitherto and the Council of the Institute is to be 

For Students 743 congratulated upon the formulation of such a comprehensive 


The Institute of Chartered 
Accountants in England and 


d Wales 
Special and Ordinary Meet- 


ings of the Council 


Findings and Decisions of the 
Disciplinary Committee and 
of the Appeal Committee 


Members’ Library 


Chartered Accountants’ 


745 
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Retirement Benefits Scheme 751 


Business Efficiency Exhi- 
bition: 
À Selection of the Exhibits 


and flexible scheme. 

The explanatory booklet draws attention to certain respects 
in which individual contracts with insurance companies offer 
even greater flexibility than is possible in a trust scheme, but it is 
apparent that the stated claim that the overall balance of advantage 
lies with the scheme is well founded. 

The subject of retirement benefits schemes for the self-employed 
is still novel and there are undoubtedly many problems yet to be 
solved, not a few of which are closely linked with the terms of 
the underlying legislation. For example, the statutory restriction 
of a widow's annuity to the amount of the member's annuity may 
operate harshly where a person, whose wife 1s several years older 


_ Briefly Described 753 than himself, dies relatively young after contributing both to 
Noter ana Notices wee Section B and to other sections. It is on points of this kind, as 
well as others, that members will no doubt wish to consult the 
Supplement ies. 
Portrait of Mr W. H. Lawson, scheme secretaries 


C.B.E, B.A, F.C.A, President of 
The Institute of Chartered Ac- 
` countants in England and Wales, 


1957 


Nevertheless, this is a bold and imaginative scheme which may 
well prove a model for,others in time to come. Its success seems 
assured. 
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THE FINANCE BILL — VI 


OVERSEAS TRADE CORPORATIONS Gem 


Consequential Income Tax Modifications 
LAUSE 22 (4) applies the Fourth Schedule 
headed ‘Modifications of Income Tax Acts’, 
the first paragraph of which, however, 

preserves Section 468 of the Income Tax Act, 
1952, the 'anti-migration' section. Thus an O. T.C. 
may still commit an offence by transferring its 
- central control and management abroad, even 
though such a step might achieve no tax avoidance. 

Paragraph 2 excludes an O.T.C. from the 
Finance Act, 1952, Section 20 (dealing with 
intra-group subvention payments). Where an 
asset on which investment allowances has been 
given is sold to the O.T.C., paragraph 2 requires 
the O.T.C. to be treated as a non-resident person 
for the purposes of the Finance Act, 1954, 
Second Schedule, paragraph 1 (2) (a), which 
provides for withdrawal of the allowance in such 
a case. The paragraph makes similar provision 
for the purpose of Section 23 (a) of the same Act, 
which deals with sales between associated persons 
and the effect on capital allowances. 

Capital assets used by the O. T.C. will continue 
to be written down under Parts X and XI of the 
Income Tax Act, 1952, even though the allow- 
ances are not actually given. They will not be 
available for carry-forward into a year when the 
O.T.C. status has been lost. Where this change of 
status occurs, the basis period for the last year of 
assessment as an O.T.C. will be treated (for 
capital allowance purposes) as lasting until the 
change. The object of this, presumably, is to 
ensure that an allowance is not given in respect 
of an event occurring while the company was 
still an O. T.C. (paragraph 3). Paragraph 4 makes 
it clear that in the case of expenditure incurred 
before April xoth, 1957, a company will not lose 
the investment allowance thereon by reason only 
of acquiring O.T.C. status. 


Taxing Dividends and Other Distributions 
The object of the new relief is to encourage the 
ploughing back of profits. In so far as the exempted 
profits are not ploughed back, the company is to be 
taxed on them under Case VI. Clause 23 provides 
for the taxing in this way of dividends, which are 


defined by clause 33 (1) as meaning any distribu- 


tion made by a company to its members out of 
its trading profits or other income — a definition 
which presumably does not hit a distribution out 
of capital profits, unless a wider meaning is given 
to ‘income’ than it usually bears. There are also 
complicated provisions in the Sixth Schedule for 
taxing certain other kinds of distributions, detailed 
later. 
When a dividend becomes due and is payable (C 

out of exempt trading income, the company 


. become assessable on the grossed-up equivalent 


of the net dividend, and the tax is payable within 
one month after the assessment is ‘signed and 
allowed’ (clause 23 (1)). A non-resident bene- 
ficially entitled to dividend, can reclaim the tax 
deducted from it if he owned the shares and the 
company was still an O.T.C. when the dividend 
became due. This privilege is intended to 
encourage foreign investment in British enter- | 
prise; it cannot be claimed where the person ` 
owning the shares is a subsidiary of a resident) 
company, unless that resident is also an O.T.C. 
On the other hand, an O.T.C. receiving dividends 
from its O.T.C. subsidiary will be treated as non- 
resident; clearly a dividend within an O.T.C. 
group does not offend the principle of ploughing 
back. | 

Clause 23 (4) makes it clear that a clause 23: 
assessment on the O.T.C. does not render its 
exempt trading income ‘profits or gains brought 
into charge to tax’. The Inland Revenue are giver 


power to require modification of the terms of 


dividend warrant counterfoils issued by an 
O.T.C. (clause 23 (6)). 


Trading Income 
Where an O.T.C. has other income besides 
exempt trading income, it is necessary to impose 
arbitrary provision for determining to what 
extent a dividend is paid out of exempt trading 
income. ‘Trading income’ of an O. T.C. is income, 
arising to it from any trade it carries on, but 
exclusive of income from property not directly 
employed for the purposes of its trade and also 
exclusive of income arising from the lending of 
money without security. On the other hand, a 
dividend received out of exempt trading income 
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of an O.T.C. subsidiary is treated as trading 


_ income of the O. T.C. recipient. Income which is 


> 


not trading income is called ‘investment’ income 
(clause 32). ‘Exempt’ trading income is not defined 
in clause 32 where it is mentioned. It zs defined 
for the purpose of Part I of the Fifth Schedule, as 
trading income arising to a company in a period 
during the whole of which it is an O.T.C. 

It is interesting to observe that the word 
‘security’ seems to be used in two different 
senses in clauses 32 and 33. In clause 32 ‘security’ 
presumably indicates some kind of hypothecation 
or at any rate something more than the mere 
personal liability of the borrower. In clause 33 
the word ‘securities’ is defined as including, 
inter alia, shares and debentures, which would 
include naked debentures. 


Relating Dividends to Income 


. Clause 23 (5) directs that the Fifth Schedule shall 


be applied in determining whether a dividend is 


. paid out of exempt trading income, and adds that 


where, under that schedule, a dividend is regarded 


as being partly out of exempt trading income, it is 


d--to be treated as two separate dividends. The 


ma, 
A 


general rule for computing trading income of an 
O.T.C. is to take the actual profit of the period 
‘computed on ordinary principles of accountancy 
recognized in the United Kingdom’: a masterly 
phrase but one nevertheless likely to give rise to 
a good deal of dispute. 

This general rule is subject to specific ex- 
ceptions. Overseas taxes similar in character to 
income tax or profits tax are to be added back. 


AS the other hand, there is to be a deduction of 


ìe net Schedule A of United Kingdom property 
‘in whole or in part directly employed for the 
purposes of the trade'. In practice, this will in 
general be confined to the building from which the 
"central management and control' is exercised. 
The deduction is complementary to the provision 
in clause 32, that such net annual value may be 
included in trading income but there the words 
‘m whole or in part’ are not used. Curiously 
enough, the provision for the deduction does not 


'^ require that the company shall either own or bene- 


ficially oceupy the property: this would seem to 
be a slip by the draftsman (paragraph 2 (4)). 
Another provision complementary to clause 
32 is paragraph 2 (5). Dividends which are to be 
treated as trading income are also to be treated 
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as trading receipts in the computation, and, if 
they are from another O.T.C. they must be 
grossed up. 

Investment income is to be taken before 
deduction of direct foreign tax, but without any 
addition for indirect foreign tax. Income assess- 
able under Schedule A is to be computed on 
income tax principles. Interest of money, annui- 
ties and annual payments paid by the O.T.C. are 
set off. primarily against investment income. A 
trading loss cannot be set off against investment 
income. 

The foregoing principles apply, as stated, to a 
company which is an O.T.C. at the time. For a 
period when it was not an O. T.C. the computation 
is to be made ‘on income tax principles in such 
manner as may be prescribed’. Accordingly, the 
Inland Revenue will no doubt make the necessary 
regulations after the Bill becomes law. 


Relation of Distributions to Accounting Periods 
The provision for relating a dividend, or other 
relevant distribution, to a particular accounting 
period are in paragraphs 7 and 8 of the Fifth 
Schedule. ‘Relevant distribution’ is defined by 
paragraph rz (1) as meaning 

(a) a dividend (already defined) paid on shares 

of the company; 
(b) (i) a grant or loan to an ‘associated person a 
out of exempt trading income; 
(ii) a grant or loan by a director-controlled 
company to or for the benefit of a 
director or member out of exempt 
trading income; 
(c) (i)a repayment of share or loan capital 
following a bonus issue made after 

April gth, 1957; 
(ii) a bonus issue following a repayment of 
share or loan capital made after April 
gth, 1957. (Loan capital, or redeemable 
preference shares, issued for full con- 
sideration can be redeemed without 
being caught by this provision. There 
is also provision against a double charge); 
(d) a distribution by the liquidator not being a 
distribution of capital (as defined in the 

Sixth Schedule, paragraph 4) and not ex- 

cepted by paragraph 4 (3) of the Sixth 


* An associated person is one who (i) controls the company; 


or (ii) is a company controlled by it; or (iii) is a company 
under ethe same control as the paying company (Sixth ` 
Schedule, paragraph 1 (4)). 
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Schedule, which deals with amalgamations 
and reconstructions. 

In general, a relevant distribution is related back 
in the first instance to the last period, ending 
before the date of the distribution, for which 
accounts were made up. Aa an exception, a 
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dividend expressed to be paid for a specified 
period and declared not more than twelve months 
after it, is to be related to that period. To deter- 


mine when a dividend is ‘declared’, the profits tax 


rules in Section 35 (5) of the Finance Act, 1947, 
are applied (paragraph 7). (To be continued.) 


THE RENT ACT, 1957 


N June 6th the Royal Assent was given to 
AR Rent Act, 1957, an Act of a revolution- 

ary Character which it is hoped wili 
correct a good deal of injustice and at the same 
time make a great contribution to the solution of 
the housing problem, by encouraging the carrying 
out of repairs and making it easier for people 
living in houses too large for them to move into 
smaller ones, thus freeing the larger houses for 
those who need them. 

The Act comes into force on July 6th, but there 
are elaborate provisions for its gradual applica- 
tion, in order that tenants may have ample tinie 
to make new arrangements before they can be 
required to give up possession or pay a higher 
rent. The relevant Bill was introduced as long 
ago as November 1956 when the Government's 
intentions were given wide publicity. Accordingly, 
it cannot be said that the changes are being 
introduced with any untoward haste. 

The Act is only a first step in a comprehensive 
plan for the eventual abolition of rent control 
entirely. In the first place, the limits of rateable 
value below which rent control operates are re- 
duced to £40 in the Metropolitan Police area 
and {£30 elsewhere. This will release about 
800,000: houses now let at controlled rents. 
Another four million or so now in owner- 
occupation will also be decontrolled, as will 
houses which fall vacant. Moreover, the MINISTER 
or HOUSING AND LOCAL GOVERNMENT will have 
power to make an order fixing even lower rateable 
limits for control. There is a standstill period for 
' fifteen months, i.e. until October 6th, 1958, and 
during that time the landlord cannot increase the 
rent except by agreement with the tenant, and even 
then only if he grants a new lease for at least three 
years. Moreover, the landlord is precluded from 
taking a premium for a.decontrolled house in the 
three years following July 6th, 1957. Rent in 
advance cannot be demanded in that perjod for 
more than six months. 


Assuming landlord and tenant have reached no 


agreement, the tenant can only be deprived of | 


> 


possession by a six months’ notice ending not 
fr 


before October 6th, 1958. 

For houses remaining in control, higher 
maximum rents are permitted. If the landlord 1s 
responsible for repairs (other than interior 
decorations) the maximum is to be twice the 
gross value for rating. If he elects to do internal 
decorations as well, the maximum goes up to 
2% times the gross value. If the tenant is respon- 
sible for all repairs, the figure is 14 times the 
gross value. Rather curiously, the landlord of a 
rent-controlled house can put up the rent before 
October 6th, 1958. He can serve notice of increase 


at any time after July sth, 1957, and he need ^ 


give only three months' notice. If the increase is 
more than 7s 6d a week, only the first 7s 6d of it 
can be charged for the first six months after the 
increase notice takes effect. It follows that by 
March 6th, 1958, the landlord can be receiving 
the full new maximum rent. Houses in slum 
clearance areas cannot have their rents raised 
however. | 

'There are also special provisions to protect the 


à 


H 


tenant when the landlord has neglected his / 


responsibility for repairing the house. The tenant 
can send him a list of defects and if no agreement 
is reached within six weeks as to remedying them 
the tenant can apply to the local authority 
for a certificate of disrepair. If the authority 
decides to issue a certificate, it first gives 
the landlord three weeks’ notice, to allow him 
an opportunity to undertake to remedy the 
defects, in which case the certificate will not be 


issued. When a certificate is issued the tenant can... 


recover the increases in rent which he has paid. 

The above matters form only part of the 
complex provisions of the Act, a useful guide 
to which is to be found in the official pamphlet, 
The Rent Act and You, published by the Stationery 
Office, at the price of 6d. 


| 
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WORK MEASUREMENT IN THE OFFICE 


by FREDERICK G. BEARD, B.Com., F.A.C.C.A., F.C.W.A., F.C.I.S., of Johannesburg 


HE recent production of a report entitled 
The Measuring of Work in the Office,! 
under the guidance of a steering committee 
consisting of representatives of the British Insti- 
tute of Management, the Institute of Cost and 
Works Accountants and the Office Management 
Association, focuses attention upon an -aspect of 
management accounting which professional ac- 


&—.. countants, for some unknown reason, have largely 


Í 


"ae 


ignored. 

However vehemently time study engineers may 
declare that the techniques of method study and 
work measurement in the factory are right out- 
side the purview and even beyond the compre- 
hension of the mere accountant, this argument 
can bardly be sustained in respect of method 
study and work measurement in the office. 

The professional accountant — by virtue of his 
training and experience — is obviously more 
qualified to determine the best methods of per- 
forming purely clerical work than any non- 
accountant. This applies to organizational methods 
(the kind of framework within which the detailed 
procedures should be performed) and opera- 
tional methods (exactly how these detailed pro- 
cedures should be performed within the frame- 
work selected). 

With regard to work measurement, clerical 
operations lend themselves to simple timing by a 


competent observer — and who is more competent 


to determine how fast the operations should be 
performed, according to the degree of accuracy 
required, than the professional accountant? 


^ Accountants know from experience that the 


main obstacle to more efficient performance in 
the office 1s not primarily the slow speed at which 
the clerical operations are performed, but rather 
the time wasted between operations. What is 
required, therefore, is some means of ensuring 
continuity of effort throughout the day. Work 
measurement throws up in sharp relief all time 
wasted and enables corrective action to be taken 
at once. 

As the promotion of efficiency in the office is — 


~or should be — of vital concern to every account- 


ant, perhaps a brief synopsis of the report issued 
by the British Institute of Management will prove 
interesting to readers — supplemented by some of 
the developments in this comparatively new field 


. in the U.S.A. The writer also has the temerity 


! See The Accountant, September 8th, 1956, at page 242. 


to add a few counter suggestions and comments 
of his own, based on a fairly wide experience of 
work study both in the office and in the factory. 


Necessity for Work Measurement 


The British Institute of Management report sets 
out the reasons why it is necessary to measure 
office work — not least of which, of course, is the 
necessity to establish the time required to com- 
plete a given volume of work, so as to determine 
the number of staff required and thus allocate a 
fair day's work to each employee. This is very 
well put in an official! publication issued in the 
U.S.A. by the Executive Office of the President: 
"Work measurement (in the office) is a method 
of establishing an equitable relationship between 
the volume of work performed and the man- 
power utilized in completing that volume.' 

This, the writer would point out, is where so 
many office managers are vulnerable, i.e. the 
complete lack of information to prove that they 
require the staff they have, or the additional staff 
they claim they must have. 

To return to the report. Work measurement 
in the office also permits the actual and possible 
cost of office work to be determined and con- 
trolled (surely, in these times of high and rising 
clerical salaries, this is just as important as stand- 
ard costing in the factory); it enables the relative 
efficiency of different ways of doing a job to be 
assessed and it provides the basis of a financial 
incentive (if required). 


Factors Retarding Widespread Introduction 
of Work Measurement 
The report points out that the factors which have 
retarded the introduction of the measurement of 
clerical work in the majority of organizations are: 

(1) The belief that it is difficult and costly. 

(2) Insufficient knowledge of its nature. 

The writer feels that it is difficult to escape 
the conviction that the main factor which has 
retarded the widespread introduction of the tech- 
niques of method study and work measurement in 
the office is the apathetic attitude of the account- 
ing profession. None of the professional 
accounting bodies in the United Kingdom or 
in the Dominions appear to have sponsored any 
research into these important and ‘dynamic tech- 
niqueseof scientific office management on behalf 
of their members, while the auditor as such, to 
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quote Mr H. Kennewell, r.c.4., Director of the 
National Hosiery Manufacturers' Association, 

‘is obsessed with historical verification and taxa- 

tion, a stultifying and unproductive use of his 

great qualities’, 

As already pointed out, the techniques of 
method study and work measurement in the 
office should be most successfully applied by the 
professional accountant; yet these techniques 
have been largely pioneered and are being suc- 
cessfully developed by a host of non-accountants 
(management analysts, time study and produc- 
tion engineers, psychologists and economists, 
statisticians, etc.). The professional accountant, 
therefore, can hardly complain — if and when he 
decides to enter this field — should he find him- 
self discredited owing to the fact that these new 
techniques have been successfully developed by 
others. 

Method Study 
The report expresses the opinion that many of 
the techniques of method study in the factory — 
including motion study in the operation of 
accounting machines and the like— can be 
successfully applied to office work. In the opinion 
of the writer, however, the most successful 
application is the critical examination. 'T'his takes 


the form of a systematic analysis of the purpose, 


place, sequence, person and means involved at 
every stage of a clerical operation, satisfactory 
answers being required in turn to each of the 
following questions: 


I. (a) What (is achieved)? (b) Why (is it necessary)? 
2. (a) Where (is it done)? H) Why (there)? 

3. (a) When (is it done)? b) Why (then)? 

4. (a) By whom (is it done)? (b) Why (that person)? 
5. (a) How (is it done)? b) Why o way)? 








Any stage at which a practice cannot be 
justified in the light of this examination is either 
eliminated altogether or superseded by one which 
can, as all the possible alternatives must be con- 
sidered. In this way, methods will be adopted in 
which there can be complete assurance that they 
are economically sound and fundamentally correct. 

The report divides the different ways in which 
work can be measured in an office into two main 
methods: 

(1) Simple methods, and 

(2) Formal work measurement techniques. 

Dealing with the simple methods of measuring 
office work, the report states that it is necessary 
first to determine whether accuracy or speed is 
the more important consideration. 

Accuracy. Where accuracy is the prime essen- 
tial, simple timing by watch or clock should give 
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fairly sound standards, provided batches of work 
of average complexity and volume are chosen and 
the workers being timed are of normal skill and 
experience. 

Speed, Where speed is the main condemnio, 
averaging or activity sampling is recommended 
as the two best methods of determining standard 
performance. Records are kept of the times 
required for different tasks to be performed by 
groups of workers during a long enough period 
for average times to be established. 

Activity sampling may be usefully employed 
when the staff whose work 1s to be measured are 
not continuously engaged on a single repetitive 
task but on a mixture of tasks, some easily 


measured and some not so easily measured, in 


proportions which vary from day to day. This 
technique, which is based on the statistical 
theory of probability, is of value in the measure- 
ment of clerical work because it is designed to 
accommodate the many variables which are so 
often encountered in even the most routine of 
office tasks. 

Activity sampling is used to find out how 
much idle time arises in a group and to estimate 
the proportion of time spent on one kind of 
activity as compared with another. 


Formal Work Measurement Techniques 
The report details the techniques of formal work 
measurement (timing all the elements of each 
operation by stop-watch, rating the worker con- 
tinuously, normalizing the times taken against 
the norm — a sixty rating — and then assessing and 
adding allowances for compensatory rest and 
personal needs), and states that 

'the information obtained is likely to be fairly 

detailed and to a high order of accuracy’. 

The report also warns, however, that 

'the direct measurement of work by formal work 

measurement techniques is both slow and costly’. 

The writer questions the ‘high order of 
accuracy', as formal speed and effort rating can 
hardly be applied to office work, where speed is 
often subordinated to accuracy, where judgment 
factors arise and where the effort is mainly 
mental, not physical. For these reasons it is 


q 


E 


^ 


felt that the words 'both slow and costly" could, 


well read ‘slow, costly and unnecessary’. 

It is significant that what are termed ‘precisely 
engineered, or stop-watch, standards’ have been 
eschewed by the American Government in the 
development and use of work measurement 
techniques in the various Government depart- 
ments and agencies. They have made use of 
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statistical work measurement standards, whereby 
the times of workers of normal skill and experi- 
, ence under normal conditions are collected over 
a sufficiently long period and are then set out in 


a statistical array. The average or median is 


discarded, since half the times are already above 
it. To provide an incentive factor, the upper- 
quartile is taken arid forms the basis for the 
standard times set up. The standard times are 
‘thus both realistic and attainable, for 25 per cent 
of the actual times are tighter than the upper- 

. quartile. 
{ The report lists a number of ways of measuring 
“N the output of office workers. Where machines are 
ı used, cyclometers can be attached to typewriters, 
| ledger posting machines, duplicators, etc. For 
manual work, the documents completed can be 
weighed or matched against a known stack of 
fifty, a hundred, etc., or the first and last numbers 
of preprinted serially-numbered forms can be 

i prepared. 
The writer submits, however, that this is the 
 bugbear of work measurement in the office, 
especially a very large office where a veritable 
army of clerks will be required to laboriously 
.. count and check the output of each worker not 

i only at the end of the day but throughout the day. 


Daily Work Reports 

| For this reason the writer has copied the pro- 
cedure used by one of the largest firms of manage- 
ment consultants in the U.S.A. They arrange for 
every clerk to complete a daily work report, 
accounting for every minute of the working day 
and showing the number of operations performed 
, and the times taken to do so. 

Ar first glance this appears to be dangerous, 
as the clerks can deliberately overstate the 
Ber of Eeer performed and understate 
jally if an incentive scheme 
powever, the daily 
ed and com- 
at up and 
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checks are intelligently applied, the possibility of 
overrating any clerk, even over a short period, is 
very remote indeed. Moreover, the psychological 
effect of having to complete daily work reports 
always tends to increase output. 


Simple Timing 

As already indicated, the writer is of the firm 
opinion that formal work measurement tech- 
niques as used in the factory are unsuitable for 
office work (apart from being both slow and 
costly). Simple timing of each operation is all 
that is required, with the rejection of any times 
considered to be too slow, or too fast, for the 
degree of accuracy required. 

Here the professional accountant is in a much 
better position than any time study engineer to 
determine the correct speed at which the par- 
ticular operation should be performed. The time 
study expert might conceivably rate a clerical 
worker at go (60 is the norm) and reduce the 
actual time by as much as 17 per cent, whereas 
the professional accountant will know that any 
speeding up of the operation must result in a 
steep rise in the incidence of error. 

Mental effort cannot be rated in the same way 
as physical effort, nor can the judgment factor 


be rated. Moreover — and this is so often lost 


sight of — what we are trying to achieve is con- 
tinuity of effort throughout the day (i.e. elimina- 
ting the time wasted between operations), and it is 
relatively unimportant if the yardstick we use to 
measure the time available for work is slightly 
shorter or slightly longer than it should be. Even 
the éxact length the yardstick should be is a 
matter of personal opinion, as no two time study 
experts appear to be in agreement as regards 
rating and allowances. 

The American Government quite rightly 
points out that standards are means to improved 
management and are not ends in themselves. 

The writer cannot conclude this article with- 
out quoting the opening paragraph of an official 
bulletin issued by the American Government 
detailing the development and use of work 
geasurement techniques in a major Government 
ment since 1943: — 

Vitho executive works in 


aster? i.) LI ji 
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Weekly Notes 


"The New President of the Institute 
As briefly announced in our last issue, Mr William 
Halford Lawson, C.B.E, B.A., F.C.A., was elected 
President of The Institute of Chartered Accountants 
in England and. Wales at a meeting of the Council 
of the Institute held on June 5th. Mr Lawson, who 
is a partner in the firm of Binder, Hamlyn & Co, 
Chartered Accountants, of London, Manchester, 
‘Sydney and Melbourne, has been a member of the 
Council since 1946. During the past two years he 
has been chairman of the special committee of the 
Council set up to study the proposed integration 
scheme of 'T'he Society of Incorporated Accountants 
with the Institute and has been the scheme's chief 
architect. : 

Mr Lawson was educated at Lancing College and 
at Trinity College, Cambridge. In 1920 he was 
articled to Sir Bernhard Binder, F.c.a., and was 
admitted an Associate of the Institute in 1923. Three 
years later he became a partner in the continental firm 
of Deloitte, Plender, Binder & Co, joining his present 
firm of Binder, Hamlyn & Co, as a partner in 1929. 
He was elected a Fellow of the Institute in 1935. 

Mr Lawson was chairman of the London and 
District Society of Chartered Accountants from 
1945-46, a member of the Institute's Taxation and 
Research Committee for some years, and chairman 
of the Parliamentary and Law Committee for the 
years 1951-55; he is a member of many committees 
of the Council. 

In 1955, he gave evidence in South Africa on behalf 
of the Institute before the Public Accountants’ and 
Auditors’ Board; he was also one of the Institute's 
witnesses to give evidence to the Royal Commission 
on the Taxation of Profits and Income and to the 
Gedge Committee on Shares of No Par Value. 

A member of the Oxford Summer Course Com- 
mittee for some years, Mr Lawson also acted as a 
group leader, and in 1951 he gave a paper to the 
course on the subject of ‘Auditing’. 

The new President is well known for his public 
work. He was a member of the Purchase Tax (Valua- 
tion) Committee, 1952, and he is a member of the 
Transport Arbitration Tribunal, the Board of Trade 
Companies Act Accountancy Advisory Committee 
and the Southern Electricity Board. - 

He was awarded the C.B.E. in 1948 for his wo 
in connection with the Austrian Peace Treaty neg 
ations, and in 1954 he acted as receiver and 





London, is the new Vice-President of the Institute. 
He has been a member of the Council since 1941. 
Mr Barrows was born at Birdingbury, Warwick- 


shire, in 1905 and was educated at Marlborough 


College, where he 
was in the XV. He 
was articled in 
1923 to Mr F. H. 
Hitchman, then 
principal in the firm 
_« | of Howard Smith, 
Sey >i Thompson & Co, 
4d 5.3 and in May 1926 
ge Ss | passed the Inter- 
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So 20] mediate examina- 
VK 77774 tion, being third in 
i: 7i order of merit, He 
obtained fourth 
certificate of merit 
and was awarded 
the William Quilter 
Prize in the Final examination in November 1928. 
In 1929 Mr Barrows was admitted an Associate of 
the Institute and from 1928-31 he served as a quali- 
fied assistant with Barton, Mayhew & Co, Chartered 
Accountants, before becoming a partner in Howard 
Smith, Thompson & Co. He was elected a Fellow 
of the Institute in 1936. 

Mr Barrows has served on the District Societies’ 
Committee, and the Parliamentary and Law Com- 
mittee, and is a member of the Disciplinary Com- 
mittee, the Examination Committee and the General 
Purposes Committee. He has been a member of the 
P. D. Leake Committee and of the Summer Course 
Committee since their formation and is now chair- 
man of the latter. 
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Sir Bernhard Binder Retires from the Council 
The retirement of Sir Bernhard Binder, F.c.a., from 
C the Council of The Institute of Chartered, Accountan 
in England and : e , 
Wales, of which he | EU. s E i 
became a member 
a quarter of a cen- 
tury ago, was re- 
ceived with much 
regret at the meet- 
ing of the Council 
held on June sth 
and reported else- 
where in this issue. 
^ His career has been 
a romantic one. 
After being a junior 
clerk in Yorkshire 
and then in Not- 
tingham, his native 
city, he came to London over sixty years ago as a 
correspondence clerk at a diminutive salary, having 
taught himself shorthand; some three years later he 
joined the staff of McAuliffe & Davis (now amalga- 
mated with Turquand Youngs & Co), where he gained 
. Some experience in accounting and auditing and was 
ultimately given his articles without payment of any 
premium. Towards the end of his articles he under- 


Photo: Lafayette Lid 


E. took accountancy and other work for certain of their 


- clients who were developing public utilities in South 
America; in this way he became associated with the 
Brazil Railway Co and other undertakings. 

On the termination of his articles in 1908 he was 
admitted to membership of the Institute, having 
passed the Final examination first in order of merit. 
Instead of taking a partnership offered to him by 
. McAuliffe & Davis, he joined the group of companies 
referred to and gained with them a wide experience 
in the control of accounts, in management and in 
financial administration. In 1915 Sir Bernhard was 
. elected a Fellow of the Institute and in 1918 he 


SCH -founded, in conjunction with Mr Ralph Hamlyn, the 


firm of Binder, Hamlyn & Co, since when he bas 
served with distinction as chairman or director of 
a number of public companies and carried out work 
of importance on behalf of Government departments. 
He was Vice-President of the Institute in 1947-48 
and President in 1948-49. 

With his wide experience in industrial administra- 
tion and management, and as a practising account- 
ant, he has rendered valuable service in the deliber- 
ations of the Council. ; 


Accountants Call Tax Inspector as Witness 
Judge Eifion Evans, in the Welshpool County Court 
on June sth, ordered an Inspector of Taxes to give 
evidence in a suit by a firm of accountants against 
their client for fees earned. Rejecting the Inspector's 
claim of privilege on the grounds of public policy 
and the Inspector's oath of secrecy, his honour said: 

‘I would be prepared to say that in almost every 
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case it would be contrary to public interest that 
income tax matters should be disclosed in litigation 
because naturally people are very sensitive about 
financial matters and like to keep them to themselves. 
But if the right of a litigant depends on a fact which 
only the Inspector of Taxes can answer, then I think 
he is bound to answer it.' : e 
The Inspector gave evidence but the accountants’ 
claim failed. The judge held that it had not been 
established that there was any contract between the 
parties relating to the work in question. (The Times, 
June 6th, 1957.) 


Disclaimer as an Inter Vivos Gift 

The Court of Appeal have held that the disclaimer of 
an interest under a will, followed by the death within 
five years of the person disclaiming, attracted estate 
duty under the inter vivos gift provisions. (Re 
Stratton’s Disclaimer (The Times, June 7th, 1957)). 
Mrs Stratton’s husband bequeathed property to her 
in his will but she disclaimed it, with the result that 
it fell into residue and passed to her children, the 
residuary legatees. Within five years after the dis- 
claimer she died, and the Estate Duty Office claimed 
estate duty in respect of the property disclaimed, on 
the ground that she had extinguished a right in favour 
of the residuary legatees (Finance Act, 1940, Section 
45 (2)). It was held that the claim was rightly made. 


‘Controlling Interest’ Through Intermediate 
Company 

The Crown have successfully appealed from the 
decision of Wynn-Parry, J., in S. Berendsen Ltd v. 
CLR. (see leading article in our issue of February 
16th, 1957). The company had a capital of 1,000 
shares, each carrying one vote. The directors held 401 
between them, but one director, Mr Ludwig Elsass, 
controlled a Danish company which held another 590 
shares. Wynn-Parry, J., held (reversing the decision 
of the Special Commissioners) that the directors did 
not have a controlling interest within the meaning 
of paragraph 11, Fourth Schedule to the Finance 
Act, 1937, which deals with permissible deductions 
for directors’ remuneration for profits tax purposes. 
The Court of Appeal drew a distinction between 
shares held by a trustee, who would normally be the 
person exercising the voting power, and shares held 
by a company where one-had to look behind the 
company, since the company as such could not vote 
in the way that a trustee could. Mr Elsass controlled 
the Danish company in that his was the voice with 
which that company spoke in its capacity as a 
registered shareholder of 5. Berendsen Ltd. Accord- 
ingly, the decision of Wynn-Parry, J., was held to be 
wrong and was reversed (The Times, May 31st, 1957). 


Child Allowance Extension 

In 1955 the income tax child allowance was increased 
from £85 to {roo but the income limit for the child 
remained at £85. During the debate on clause ro of 
the Finance Bill in the House of Commons the 
Govermment accepted an amendment providing for 
the increase of this limit to £100. 
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Finance and Commerce 


À marked degree of caution is now apparent in stock- 
markets, After their sharp advance, industrial equities 
have steadied and trading has fallen away to some 
extent. The gilt-edged market remains in the 
doldrums. 


‘Rentaset’ Accounts 


We reprint this week the accounts of Relay Exchanges 
Ltd whose ‘Rentaset’ business is affected by the 
Control of Hiring Order. One effect of the Order is 
reflected in the appearance in the balance sheet for 
the first time of subscribers’ rentals in advance 
amounting to £223,790. This represents rentals paid 
in respect of a period subsequent to December 31st, 
1956. 

tons of the things the company has found in the 
operation of this control of hiring is that the public 
are willing to deposit thirty-nine weeks’ rentals for a 
television receiver, but will not make the same effort 
to obtain the use of sound radio, and at the moment, 
says the chairman, Sir Walter Womersley, the 
business seems to be passing through what may 
prove to be a temporary phase in which the renting 
of radio sets has lost some of its popularity. 

More recently, a Government Order permits the 
company to hire out sets free from restrictions, 
provided the sets were manufactured more than three 
years ago and were previously out on rental for an 
aggregate period of at least twelve months during the 
three preceding years. 

The growth in the business shown in the accounts 
has continued into 1957, says the chairman. Income 
for 1957 so far is in excess of the corresponding period 
in 1956; but while the board look forward to the 
future with confidence, so long as the present Control 


of Hiring Orders continue, profits can be expected . 


to increase but not at the same rate as in past years. 

'This reference to progress in 1957, however, is in 
mere words which, though useful and encouraging, 
do not get down to solid facts. This company surely 
should be able to produce a quarterly report and 
accounts. 


Two Points of View 


Two chairmen's statements have recently reminded 
us that the basis of assessment is, at least, equally as 
important, if not more so, than the rate of taxation. 
Mr Bertram Ratcliffe, of Brotherton & Co Ltd, 
chemical manufacturers, points out that the benefit 
of the investment allowance on capital expenditure 
eliminated any charge for income tax from the 
&ccounts for 1955, and although the allowance was 
discontinued in February 1956, a large part of the 
expenditure qualified for it. This factor, together 
with the receipt of annual allowances on the high 
amounts of capital expenditure in previous years, 
reduced the amount of tax payable in respecf of the 
1956 profits. 


Mr M. W. Hall, of Hall & Co Ltd (sand and 
gravel, builders', coal and coke, etc., merchants), sees 
the other side of the picture. ‘In effect,’ he says, ‘the 
whole increase in the year's profits (to December 
1956) 1s wiped out by the extra amount to be paid in 
taxation.’ This disproportionate increase in the charge 
for taxation, he points out, is almost entirely due to 
changes introduced in the 1956 Finance Act, which 
not only increased the rates of profits tax, but also 
withdrew investment allowances. Which, he adds, 
once again demonstrates the crippling effect of 
present-day taxation on a progressive business. 


Dual Balance Sheet 

Mr Mark Brickhill, chairman of the Winterbottom 
Book Cloth Company Ltd, introduces shareholders 
to a new method of presentation of the accounts. 
Balance sheet, profit and loss account and directors' 
report have been designed to show the principal items 
free from the great amount of detail which must 
necessarily be given in modern accounts. 

In the process of relegating detail to notes, however, . 
the accounts have not been stripped; relegation has 
not been overdone. One result of this happy medium 
is that the company has been able to produce a dual 
balance sheet without so much of the complication 
sometimes seen in trying to give two views in one. 

The publication itself is a shade larger than quarto, 
actually eleven by eight inches, The centre opening, 
giving the balance sheets, is divided into three parts, 
the centre, spread across the binding, containing the 
narrative. The group figures, basically the more 
important, read to the right with the 1956 figures 
next to the narrative and the comparison at the 
extreme right on a blue background. The parent 
balance sheet is to the left; the 1956 figures being 
next to the narrative with those for 1955 at the 
extreme left on blue. 


Each of the four columns of figures is given three — 


sub-columns: for the individual items, group totals, 
and final totals. Boxed, and underlined at the appro- 
priate pone the spread of figures is brought under 
control. 


Bass Still Liquid 

In our reference to the accounts of Bass, Ratcliffe & 
Gretton Ltd on June rst we committed the error of 
making this famous company most ‘unliquid’. We 
are assured by the company’s chief accountant, 
however, that the company is ‘still in the happy 
position of being able to deduct current liabilities — 


from current assets to arrive at our net current asset `" 


position’. 


Money Market 

Applications for Treasury bills totalled £451,180,000 
on June 7th and with the market bidding at £99 os 5d, 
the average rate was £3 18s 2:59d per cent. This week 
the offer is maintained at £240 million. 
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Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. - 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


B.U.P.A. Accountants’ Group 


Sir, - Readers may be interested to know that the 
British United Provident Association Accountants’ 
Group (which was the subject of a letter in your issue 
of June 2nd, 1956) has now been operating for two 
years and that nearly 400 subscribers have joined, 
together with members of their families. 

The Group enables subscribers in the United 
Kingdom to obtain protection against the cost of 
private treatment for accident or illness, on terms 
well below those available to individual subscribers 
to the Association. Membership of the Group is open 
‘to most accountants in practice or in employment, 
as well as to all grades of staff employed by practising 
qualified accountants. 

Yours faithfully, 
ROSE, GLUCK & CO, 
Hon. Group Organisers, 
B.U.P.A. ACCOUNTANTS' GROUP. 
I4 Queen Victoria Street, 
London, EC4. 


Share Issues and Premiums 


Dm, - Mr Owen asks, in your issue of June 8th,: 


whether the proceeds of a fresh issue of shares for 


the purpose of redemption of redeemable preference. 


shares under Section 58 (1) (a), Companies Act, 1948, 
include premiums received on such an issue. . 

If he refers to Section 56 (2) he will find that the 
redemption of redeemable preference shares is. not 
one of the permitted uses of the share premium 
account. Therefore the issue of 60,000 £1 ordinary 
shares at a premium of 334 per cent provides only 
£60,000 towards the redemption of 80,000 {1 pre- 
ference shares, so that Section 58 (1) (d) comes into 
- operation and £20,000 must be put from profits to a 
capital redemption reserve fund, as pointed out by 
Mr Walter in your issue of May 25th. 

Mr Walter has not made it quite clear that even if 
the {20,000 share premium were not utilized to 
provide the premium on redemption of the debentures, 
Section 56 (2) precludes it from being employed to 
redeem £20,000 of the preference shares, but it is a 
little unfair of Mr Owen to suggest that Mr Walter 
has missed the point when he has based his reply on 
Mr Owen's own proposition on May 11th that the 
£20,000 was in fact used for the debenture redemp- 
tion. On the basis of the facts of the original example, 
a capital redemption reserve fund would have to be 
raised even if Section 56 did not exist, because once 
the {20,000 has been used for the debenture redemp- 
tion 1t could not then be used again for the preference 
share redemption, which Mr Owen appears to be 


attempting to do. vous aud ` 
London, N16. RAYMOND EPSTEIN, A.C.A. 


Training for the Profession 


Sm, — I have been interested in the recent corre- 
spondence appearing in your columns in regard to 
training for the profession. As a technical college 
lecturer I have given much thought to the question 
of accountancy education. 

The Council of the Institute has always maintained 
that the basis of educational training for the account- 
ant is the correspondence course, but I think that 


there is a danger of over-emphasis here, and that the - 


time has now come to co-ordinate all the facilities that 
exist for education and training purposes, notably in 
the technical colleges and universities. Courses at 
nominal charges are being provided at technical 
colleges on the day-release principle for Intermediate 
and Finalaccountancy examinations but the profession 
does not take full advantage of them. They could be 
further extended on the sandwich course principle 
(three to six months full-time study) with the co- 
operation of principals of firms. 

I am sure that the Council of the Institute give 


proper consideration to all types of accountancy 


education, but I hope they will be encouraged to 


pioneer a scheme which will provide for full en 


ordination of all facilities under a well-defined policy. 
Tn the training of the future accountant all educational 
services should play a full part and so ensure that 
this training will be adequate. 
Yours faithfully, 
A. W. FRYER, A.S.A.A., A.A.C.C.A., A.C. W.A. 


Swansea. 


SIR, - Mr Kenneth S. Most proposed in your issue 
of May 25th that inspectors be appointed for the 
supervision of the training of articled clerks. 


I do not agree that this course is necessary. The . 


public has much faith in the integrity of members o 

our profession, so why should we not ourselves have 
confidence in principals to educate articled clerks in 
accordance with their duty? 

As regards a clerk's duty to study, I think that his 
parents or guardian would normally see that he took 
his work seriously, especially if a premium had been 
paid. 

There seems to be a common misapprehension that 
the low percentage of passes at the Institute's examina- 
tions implies that only about half the number of 
articled clerks ever succeed in qualifying. This, 


Cn 


however, is not quite correct, as many unsuccessful 


candidates pass the examination at a later date. If 
the number of successful candidates in recent final 
examinations is compared with the average number 
of registrations of articled clerks, it will be appreciated 


that very few articled clerks fail to become qualified. 


Yours faithfully 


Saffron Walden, Essex. B. M. SĪMPSON. 








Photo: George Wells, Studios 57 Ltd 


W. H. LAWSON, C.B.E., B.A., FCA. 
President 
The Institute of Chartered Accountants in England and Wales 
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Retailers’ Trading Account 
Sm, — Readers’ views are invited-as to whether the 


inclusion of wages in the trading account of an exempt 
‘company, retailers of watches and jewellery with six 


branches, is (a) incorrect, (b) unusual, (c) not in line 
with current practice, or (d) quite correct. Is there 


'a general practice in regard to the contents e retailers' 
. trading accounts? 


ACCOUNTANT 


145 . 


Wages in the jewellery ae (retail) are admittedly. 
not -tied to turnover to the same extent as in other 
retail tradés, but do they not vary likewise according 
to size of shop and thereby constitute such direct 
ingredient of sales as would warrant their inclusion | 
in trading account? 

Yours faithfully,. 
! G. B. & Co. 


For Students 


PARTNERSHIP LAW 
Interest on Loans 


Readers will doubtlessly be aware that where the 
partnership agreement (if any) is silent upon par- 
ticular aspects of a partnership, the terms of the 


' | Partnership Act, 1890, are imported into the partner- 


ship agreement. 
One of the fundamental rules is that in the absence 


of special agreement, no partner is entitled to receive 
. interest on his capital. If the capital of the partners 


is unequal, profits are still shared in equal proportions 
unless specific agreement is reached to the contrary. 

À point which not infrequently occurs in examina- 
tion work, however, lies in connection with a loan 
made by a partner in excess of his agreed amount of 
capital. Subject to any contrary terms in the partner- 
ship agreement, a partner advancing money by way 
of loan is entitled to have interest thereon at the rate of 
5 per cent per annum, from the date of the payment 
of such money to the firm (Section 24 (3)). 


Liability for Torts 


The question as to whether a partner is liable for torts 
committed by his co-partner is a difficult one which 
can be answered satisfactorily only by reference to all 
the facts of the individual case. 

The fundamental principle is that a partner is 
liable for the tort of his co-partner only if the wrongful 
act was committed whilst the partner was acting in the 
ordinary course of the firm’s business, or with the 
authority of his co-partners. If money is misapplied 


7 by a partner, the co-partners will be liable only if the 


money was received by the defaulting partner on 
behalf of the firm, or within the scope of the partner’s 
authority, and was misapplied whilst it was in the 
custody of the firm. 

Persons who are held liable as partners by estoppel 
(i.e. by ‘holding out’) cannot be held liable for torts 
of the partners. They are liable only in so far as they 
themselves have made misrepresentations to third 
parties. 

Novation 
One example of novation is the substitution of a new 
debtor for an old one, and it frequently occurs where 
there is a change in a partnership. Normally, a change 
in the constitution of a firm, whereby a partner retires, 
will act as a notice to creditors that the retiring partner 
will not be liable in respect of any debts incurred by 
the firm after the date of his retirement. Similarly, 
the admission of a new partner does not of itself make 
him liable for debts incurred before he entered the 
firm. In both cases, however, variations upon this 


general practice may be made; an old partner may 
agree to continue his guarantee to third parties and a 
new partner may accept liability for debts incurred 
before he joined the firm. 

Novation may occur where a partnership, consisting 
of, say, A., B. and C., changes to become one of B., . 
C., and D. A. wishes to retire and to be freed from all 
liabilities, and novation is then desired whereby D. 
takes over A.'s liability to the creditors. 

Novation cannot be achieved unless the creditors 
express their agreement to this course, either expressly 
or by implication. It is not necessary, of course, for 
every creditor individually to agree to this course, 
and only those who express their agreement will be 
bound by the new arrangement. 

Once a creditor has agreed to accept a new debtor 
for the old debtor, he (the creditor) can have no right 
of action against the retiring partner. No parallel 
whatsoever can be drawn in partnership law with the 
principle in company law whereby retiring share- 
holders who held partly-paid shares remain secondarily 
liable for calls on those shares for a period of twelve 
months following their ceasing to be shareholders. 


EXECUTORSHIP LAW 
Gifts Inter Vivos 


A gift inter vivos made by the deceased within five 
years of his death is aggregable with his estate, and 
duty at the appropriate rate must be paid thereon by 
the recipient of the gift. To this general statement, 
however, must be applied the following exceptions. 

A gift which is made to a charity will normally 
only be aggregable and subject to duty if it is made 
within one year of the date of the death. 

Gifts to other persons will not be aggregable or 
subject to duty if they do not amount in total to more 
than £500 in value to any one recipient: this amount 
is reduced to {100 where the gift includes an interest 
in settled property. 

Gifts inter vivos are also exempt from aggregation 
and liability to estate duty if they were made in con- 
sideration of marriage (not necessarily the marriage 
of the deceased); or if it can be shown that they were 
part of the normal expenditure of the deceased and 
were paid out of income. 

Gifts inter vivos should not be confused with dona- 
iones mortis causa (i.e. gifts made in contemplation of 
death). Donationes mortis causa, are always liable to 
aggregation and estate duty, although in practice only 
those in excess of {20 each are taken into account in 
computing estate duty. In the event of the donor 
recovéring from his then current illness, the property 
reverts to him. 
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GENERAL COMMERCIAL KNOWLEDGE 
Equitable Mortgages . 


Although a mortgage is usually understood as being a 
deed by which a charge is made by way of legal mort- 
gage, the law also recognizes equitable mortgages. 
There are three classes of equitable mo 

The first is where the interest pledged is itself only 
an equitable one. A deed is not required to create such 
a mortgage, but in the absence of part performance, 
the mortgage must be made in writing. 

Secondlv, there is a principle in law that 'Equity 
looks on that as done which ought to be done'. Hence, 
if there is sufficient evidence that A. has undertaken 
to mortgage property to B. for valuable consideration, 
even though the formal deed may not have been 
.executed, the Court will enforce the mortgage. 

Thirdly, an equitable mortgage may also arise 
where documents of title are merely deposited with 
some person, such as a bank. Although no document 
is drawn up or signed, the lender of money in such 
circumstances is regarded in law as having a charge 
over such property. It is usually desirable, for several 
reasons, for a memorandum to be executed since, 
particularly in the case of a bank, arguments may arise 
as to whether the document of title.is held merely for 
safe custody or by way of charge. The absence of an 
appropriate document, however, will not invalidate 
the lender's claim that he has an equitable mortgage. 
This accords with the general principle of law that an 
equitable charge arises wherever there is a written 
agreement to treat property as security for a debt. 


British Subjects 


Most of us must have wondered at some time how one 
acquired the status of a British subject. Does it depend 
upon who our parents were, where we were born, 
where we live, or what papers we sign? In fact, there 
are five separate methods by which citizenship of the 
United Kingdom or British colonies may be acquired. 

1. By birth: Generally speaking, anybody born 
within the United Kingdom or the Colonies auto- 
matically becomes a British subject irrespective of the 
nationality of his or her parents. 

2. By descent: A person, wherever born, whose 

father is at the date of his or her birth, a citizen of 
the United Kingdom or Colonies, will acquire British 
citizenship by descent. Furthermore, anyone whose 
father is such a citizen by descent may also acquire 
citizenship by descent at birth, but subject to certain 
further conditions. 
. 3. By registration: A citizen of a Commonwealth 
country, or of the Republic of Ireland, if of full age 
and legal capacity, may apply for registration as a 
citizen of the United Kingdom and Colonies. Registra- 
tion, however, is normally permitted only if the 
applicant has fulfilled certain conditions as to residence, 
or is in Crown service. 

4. By naturalization: An alien may apply for a 
certificate of naturalization, and upon this being 
granted, will take the oath of allegiance to the British 
Crown. Naturalization is permitted only if the alien 
complies with certain conditions as to residence, 
character, etc. 

. 5. By incorporation of territory: If a new territory 
becomes a part of the United Kingdom and colonies, 
the Queen, by Order in Council, may provide that all 
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or any specific classes of persons within that territory 
may in future enjoy full citizenship of the United 
Kingdom and colonies. 


MERCANTILE LAW 
Property in Accountant's Working Papers 


À question which is frequently encountered both in 
practice and in the examination hall is "T'o whom do 
an accountant's working papers belong?' The answer 
to this question was somewhat doubtful until the case 
of Chantrey Martin & Co v. Martin, 1953.! 

' The defendant - who was a former audit clerk of 
the plaintiffs (a firm of accountants), and was sued for 
salary in lieu of notice — applied to the Court for an 
order that the plaintiffs should produce certain 
documents which related to the action, and which / 
were working papers prepared in connection with a 
client's accounts. The plaintiffs maintained that these 


were the property of the client, and should not, there- 


fore, be the subject of an order on them, since their 
production would be a breach of professional confidence. 

An order was made by a Master in Chambers for the 
documents to be produced: a High Court judge re- 


‘versed this decision; but the Court of Appeal reinstated 


EE Lord Justice Jenkins stated: 


. @ party will not be ordered to produce a document 
which, though in his actual corporeal or physica! -pos- 
session, belongs wholly to a third party or to a third 
party jointly with himself. . . . It follows that no order 

or production age properly be made in respect of the 
private ledgers of the client company . . . for these are 
clearly the property of the client company ‘and not of the 7 
plaintiffs. 

‘It would seem . . . that the judge took the view that 
the working papers, drafts, notes, calculations, and typed 
final accounts, brought into being by the plaintiffs 1n the 
course of, or ss preliminaries to, the auditing of the 
client company’s accounts, and the ascertainment of its 
tax liability, were... the property of the client company, 
and accordingly that on the KE above stated the 
panes. should not be compelled to produce them. 


. We think that the proper conclusion in- the 
present case is that (apart from correspondence with the 
inland Revenue comprised in item (E), to which we will 
return) all the documents listed above, other than the 
client company’s ledgers, are the property of the 
plaintiffs. A 

. . . We think that (apart from the correspondence 
with the Inland Revenue) all the documents above listed 
(other than the ledgers) should be produced, but we 
think that the order should be made upon an undertaking 
by the defendant and the defendant's solicitors not to 
drvulge their contents to any person otherwise than for 
the purposes of the present litigation, and not to use the 
information contained therein for any collateral purpose. 


‘As to the correspondence with the Inland Revenue, 
this presumably comprises letters received from the 

Inland Revenue and copies of the letters written to the 
Inland Revenue. In conducting thig correspondence 
the plaintiffs must, as it seems to us, have been acting 
as agents for the client company for the purpose of —_, 
settling with the Inland Revenue the client company's ` 
tax liability.’ 


Summarizing, therefore, the ledgers and corres- 
pondence with the Inland Revenue are the property of 
the client, but the working papers remain property 
of the accountant. 


Hugo ae m 
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^ ^ THE INSTITUTE OF CHARTERED 
' ACCOUNTANTS IN ENGLAND AND WALES: 
= SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and BE meetings of the Council, held on 
‘Wednesday, June sth, 1957, at the Hall of the Institute, 
‘Moorgate Place, London, EC2, there were present: 


and it was no surprise to anyone when he was elected to the 
Council of the Institute in March 1946. 


Ever since Mr Lawson became a member of the Council 
his contribution to its deliberations and to the Institute's 


Mrs A. S. H Dicker, M.B.E., President, in the chair; 
IMr H. Lawson, CB.E., Vice-President; Messrs H. 
Tou EN O.B.E., M.C., W. L. Barrows, Sir Harold Barton, 


affairs in general has been outstanding. The extent of his 
contribution is demonstrated by the services he has ren- 
dered not only as a member and vice-chairman or chairman 


‘Messrs T. A. Hamilton Baynes, J. H. Bell, H. A. Benson, 
' C.B.E., Sir Bernhard Binder, Messrs J. Blakey, C. W. Boyce, 
C.B.E., W. G. Campbell, P. F. Carpenter, W. S. Carrington, 
D. A. Clarke, J. Clayton, E. C. Corton, C. Croxton-Smith, 
' W. G. Densem, W. W. Fea, Sir Harold Gillett, M.C., 
. F. Granger, P. D. Irons, R. P. Leech, M.B.E., 
T.D., J. H. Mann, M.B.E., R. McNeil, W. E. Parker, C.B.E., 
C. Ù; Peat, m.c., P. V. Roberts, L. W. Robson, Sir Thomas 
|! Robson, M.B.E., Messrs G. F. Saunders, Gilbert D. 
GE EEN M.B.E, C. M. Strachan, ong, E. D. Taylor, 

Touche, A, D. Walker, M. Wheatley Jones, 
E. F. G. Whinney, R. P. Winter, M.C., T.D., with the 
Secretary and Assistant Secretaries. 


Election of President and Vice-President 


Mr William Halford Lawson, C.B.E., B.A., F.C.A. (Binder, 
Hamlyn & Co), waa elected President, and Mr William 
Leonard Barrows, F.c.A. (Howard Smith, Thompson & Co) 
was elected Vice-President for the ensuing year. 


ELECTION OF THE PRESIDENT ` 


Tux Presment: Gentlemen, the first item on the agenda 
of the ordinary meeting is to elect a President and Vice- 
President for the ensuing year. Í call upon Sir Harold 
Barton to propose the name of the new President for your 
consideration. 


Sm HanoLD Barron, F.c.a.: Mr President, it is my 
privilege, as the senior Past-President, to nominate your 
successor on the termination today of your term of office, 
but before doing so, may I — without intruding on later pro- 
cee ~ personally congratulate you on the way you have 
carried out your duties during the past year. tlemen, it 
is with the utmost pleasure, and with confidence in your 


^. approval, that I propose the election of our Vice-President, 


Mr William Halford Lawson, C.B.E., B.A., F.C.A., 88 President 
of the Institute for the ensuing year. (Applause. ) 

While Mr Lawson requires no commendation, the 
occasion warrants a glance back to his professional career 
and to the services he has rendered in connection with the 
Institute. After demobilization from the Firat World War 
be went to Cambridge and graduated in 1920. Although — 
as he now confesses — he then had no idea of what a char- 
tered accountant was, or did, he was articled to Sir Bernhard 
Binder two years after the foundation of the firm of Binder, 
Hamlyn & Co. He became a member of the Institute in 
1923, and during the following six years he gained valuable 
experience first as a member of the staff of the firm’s Vienna 
office and later as a local partner on the merger of the 
ractice there with Deloitte & Co, under the name of 

oitte, Plender, Binder & Co. 


An Early Interest in Institute Affairs 


In 1929 he was admitted to partnership i in Binder, Hamlyn 
& Co, London, and took an early interest in the ‘affairs of 
the Institute. He served as a member of the committee of 
the London and District Society from 1932, and in 1945 46 
he was elected vice-chairman and subsequently chairman 
of the committee. During these years he showed his calibre 


of many important committees of the Council but also as a 
representative of the Council on committees associated with 
the work of the Institute. I am, however, leaving Mr Winter, 
when seconding my proposal, to deal with e matters 
and also with Mr Lawson's services on behalf of Govern- 
ment departments. 

Meanwhile, I wish to refer to one special and pre- 
dominant matter — the burden that he has borne since 
February 1955, as .chairman of the special committee 
appointed to deal with the proposed integration of the 
Society with. the Institute. In carrying out his arduous 
duties in that capacity and in dealing with its many com- 
E he has not spared himself and has given of his 

est; our gratitude to him is indeed great, especially when 
we recall the masterly and clear way in which he addressed 
meetings of the District Societies and the special meeting 
held at the Royal Festival Hall on February 19th, and 
answered the many questions put to him by members of 
the Institute. 

With regard to Mr Lawson’s personal qualities, it will 
be recalled that on his election aa Vice-President last year, 
warm tributes were paid to them by Sir Nicholas Waterhouse 
and Mr Basil Smallpeice; however, in view of the circum- 
stances of the past year I will attempt a brief reassessment 
of his qualities as 1 see them. Besides being a man of 
marked ability, he has a quick grasp of essentials and is a 
master of brevity. He examines all problems objectively, 
bringing to bear a sound judgment in tackling them. More- 
over, as a chairman, he listens with patience and under- 
stan ds the points of view raised by others! Thus it is 
that — with his modesty and quiet ways — we hold 
him in 2 high esteem. 

I am, therefore, confident we all will agree that Mr 
Lawson has indeed ‘won his spurs’ and is unquestionably 
the man to occupy the presidential chair and to carry out 
the responsibilities of President with distinction. I wish 
him every success in his year of office and I hope that in 
due course at least one of his three sons or this three 
dengue will follow in his steps as a member of the 


I now formally move the election of Mr William Halford 
Lawson, C.B.E., B.A., F.C.A., a8 President of the Institute for 
the ensuing year. (Applause. ) 


THE PRESIDENT: I call upon Mr Winter. . 


Work on Institute Committees 


Mr R. P. WINTER, M.C., T.D., D.L., F.C.A.: Mr President and 
Chairman, it is a privilege and great pleasure to me to be 
invited to second the proposal which has been submitted 
by Sir Harold Barton, our senior Past President. 


I am especially glad, as a member from the far north of 
England, to have this opportunity of supporting the nomina- 
tion of a London member as President. We have been told 
that Mr Lawson is a Londoner born and bred; but if he 
has had no previous special ties with the Provinces, he has 
had the advantage of a preview of the district societies 
whicheis not often given to prospective Presidents. ‘The 
members of the district societies greatly appreciated the 
opportunity of meeting Mr Lawson and appreciated, too, 
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the time that he devoted to explaining the scheme of 
integration. s 

Sir Harold has referred to the great work Mr Lawson 
has done as chairman of the special committee. I should 
like to refer, briefly, to the other committees of the Council, 
on most of which he has served at some time or other. I 
would especially mention his services to the Investigation 
Committee, of which he was vice-chairman for three years, 
and to the Parliamentary and Law Committee, of which he 
was chairman for four years. The masterly manner in which 
he carried out the duties of chairman of this committee is 
still fresh in our memories. 


Awarded the C.B.E. 


In addition to his work on committees of the Institute, I 
would also mention his services on the Overseas Relations 
Committee, with its many problems in recent years and as 
a member of important committees set up by the Govern- 
ment, which included the Committee of Experts in con- 
nection with the Austrian Peace Treaty negotiations. For 
his services on this committee he was appointed a Com- 
mander of the Order of the British Empire. He bas been a 
member of the Transport Arbitration Tribunal since 1948, 
the Purchase Tax (Valuation) Committee in 1952-53, and 
of the Companies Act Accountancy Advisory Committee 
since 1955. 

In the changing world in which we are living, there are 
many problems affecting the accountancy profession which 
will require solution, and on which our Institute should be 
prepared to give a lead. I have no doubt that Mr Lawson’s 
"wide range of experience, together with those personal 
qualities which have been so aptly referred to by Sir Harold, 
will enable him to handle those problems with wisdom and 
foresight, and to carry, out the duties of his high office of 
President to the great advantage of our Institute. 

I therefore have great pleasure in seconding the proposal 
of Sir Harold Barton that Mr Lawson be appointed 
President for the coming twelve months. (Applause.) 


THE PRESIDENT: I call upon Sir Bernhard Binder, who is 
going to support the proposal. 


Principal’s Pride and Pleasure 


Sir BERNHARD BINDER, F.C.A.: Mr President and Chairman, 
I should like to say, first of all, how much I appreciate the 
suggestion of the senior Past President that i might be 
allowed to say a few words on this occasion, for to me it is 
a rather emotional one. You have heard the broad history 
of my friend and partner, William Halford Lawson. As you 
have heard, he was articled to me. He was my second articled 
clerk and I am very proud to say that my two first articled 
clerks, including Lawson, are now among my partners. 

You can, therefore, imagine with what pride and pleasure 
I have heard the praise you have bestowed upon him and 
the confidence you have shown in him by the warmth of 
your reception of the proposal of Sir Harold Barton and 
Mr Winter that Lawson be elected President for the 
ensuing year. I am not the only member of this Council 
who happened to read and note the fourth leading article in 
The Times of May 29th, but those who did not read it may 
be interested to hear a part of it which is particularly 
applicable to our proceedings today: 

. "To be at the head of one’s profession must be grati- 
fying. Looking back on the long, stern years of endeavour 
one may risk a lapse into complacency. Looking forward 
to the still distant day when one will lay down one's 
burden the mellow vision materialises.’ 


I think the suggestion of the election and subsequently my 
own resignation might have inspired that article. I will only 
add, in regard to the historical survey of Lawson's past 
which you have heard, that he had just got into the claws 
of the military at the end of the First World War, having 
just become of age. 

He then went to Cambridge where he had what I might 


THE 
ACCOUNTANT 


June 15th, 1957 


call a ‘brief encounter’ because it was, I believe, in record 
time that he obfained his B.A. He then came back to be 
articled to me. 

I thank yoy for listening to me. I cannot adequately 
express all that I feel, but I am today very proud and pleased. 
(Applause.) 


The resolution passed by acclamation. 


Mr Dicker: Mr President, in handing you this historic 
badge of office I cotigratulate you and wish you the happy and 
successful year you have so well deserved. 


No Greater Honour 


Mr Lawson (on taking the chair): Sir Harold Barton, 
Mr Winter, Sir Bernhard Binder, thank you very much 
indeed for all the kind things you have said about me; and 
thank you, all members of the Council, for electing me to 
this high office and for the way in which you have received 
the resolution. 

Fora chartered accountant there can be no greater honour 
than to be President of this great Institute, a post which is 
held in the highest esteem not only by our members, but in 
the City of London and throughout the country. I am 
deeply conscious of both the honour and the responsi- 
bility. My first thoughts today are therefore to thank you, 
not only for my election but for all the kindness I have 
experienced in the eleven years that I have been a member 
of the Council. 

My thanks are due, also, to many others and particularly. 
to Sir Bernhard Binder, to whom I owe: so many oppor- 
tunities in life; and to my other partners who have willingly 
taken over a greater burden of work in order to free me to 
give time to the affairs of the Institute. 

It may be (though I do not know whether it was so) that 
at one time it was not necessary for a President, on taking 
office, to do more than just that — to recognize the honour . 
and to thank those who had accorded it to him; but for 
many years past the presidency of this Institute and, indeed, 
EE of the Council, has meant much more than 

t. 

It is an exacting, though exhilarating, job of work. In my 
year of office I shall be looking forward to the International 
Congress of Accountants at Amsterdam and I hope, if 
approval is finally given, to the implementation of the 
scheme for integrating the Society with the Institute — a 
scheme which, incidentally, was first under consideration 
by the Council a few years before I was born! 

'There are many other problems of importance and diffi- 
culty to be brought under consideration by the committees 
of the Council and it may be that some of those, too, will 
come to fruition during this year; so that I am looking 
forward to a really busy time. I am looking forward to it 
because I know that I can rely upon the help and support 
of every member of the Council. Without that support it 
would be quite impossible for any President effectively to 
carry out his duties. 


Visits to District Societies 


During my year as Vice-President I have done what little 
I could to fit myself for the job. As Mr Winter has said, I 
was fortunate in having an opportunity, through the inte- 
gration scheme, of visiting all the district societies, and of 
meeting more of our members than it is usually possible 
for a Vice-President to meet. The hospitality and kindness 
of the district societies’ committees made that a very 


pleasant experience for me. The meetings themselves were = 


stimulating and even, at times — shall we say, robust! 

In other matters I have done no more than watch with 
admiration the quiet and efficient way in which the retiring 
President has carried through his duties. I have been an 
understudy who has not had to take the stage. 

Gentlemen, I do thank you once again for this election 
and for the confidence you have shown in me in appointing 
me to be President of the Institute in a year which is likely 
to be a very important one in our affairs. (Applause.) 


c 
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Resignation from Council 
'The Council received with much regret the resignation of 
Sir Bernhard Binder, F.c.a., from his membership of the 
Council. Sir Bernhard Binder had been a member of the 
Council since 1932 and was President in 1948—49. 


Appointments to Committees 
The following committees were appointed for the year 
1957-58. 
President ex-officio member of all Cinni tiee other than 
the Disciplinary and Investigation Committees. 
Vice-President ex-officio member of all Committees other than 
the Disciplinary, Investigation and P. D. Leake Committees. 


Applications 


J. H. Beli, J. Blakey, C. W. Boyce, E. C. Corton, C. Croxton- 
Smith, W. G. Densem, R. B. Leech, R. McNeil, J. H. Mann, 
L. W. Robson, G. F. Saunders, K. G. Shuttleworth, M. Wheatley 


Winter. 


. Disciplinary 
Sir H. M. Barton, T. A H. Baynes, C. Croxton-Smith, A. S. H. 
Dicker, Sir S. H. Gillett, G, F. Saunders, G. D. Shepherd, C. M. 
Strachan, A. D. Walker, M. Wheatley Jones, E. F. G, Whinney, 
R. P. Winter. 
rict Societies 


Distri 
. H. Bell, D. A. Clarke, E. C. Corton, C. Croxton-Smith, A. S. H. 
icker, P. F. Granger, R. B. Leech, R. McNeil, C. U. Peat, 
L. W. Robson, G. D. Shepherd, K. G. Shuttleworth, C. M. 
Strachan, E. D. Taylor, A. D. Walker, R. P. Winter. 


Examination 
W. L. Barrows, T. A. H. Baynes, W. G. Campbell, P. F. 
ter, D. A. Clarke, E. C. Corton, W. G. Densem, - A. S. H. 


Dicker, D. V. House, W. H. Lawson, R. McNeil, J. H. Mann, 
A. D. Walker. 

Finance 
H. A. Benson, W. S. Carrington, D. A; Clarke, J. Clayton, 
A. D H. Dicker, W. W. Fea, Sir S. H. Gillett, P. D. Irons, P. V. 


J Roberts, E. D. Taylor, G. L. C. Touche, A. b. Walker. 


pH 


General set 
H. G. Ash, W. L. Barrows, Sir H. M. Barton, J. Blakey, C. W. 
W. S. j A. S. H. Dicker, Sir H. G. Howitt, 
. Peat, L. W. Robson, Sir T. B. Robson, C. M. Strachan, 
E. D. “Taylor, R. P. Winter. 


ation 
S nnd e. TW. yce, P. F. ter, P. F. 


H. G. Ash, Carpen 
ouse, S. J. Pears, C. U. Peat, E. D. Taylor. 


Granger, D. 


Library 
s H. Paan H. Bel, P. F. Carpenter, D. A. Clarke, 
Han B. poe K. G. Shuttleworth, "A. D. Walker, 


Overseas Re 
non, W. 
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lations 
on, W. G. Densem, Sir H. G. Howitt, W. H. 
. Parker, S. J. Pears, Sir T. B. Robson. 


Parliamentary and Law 
Benson, W. G. Campbell, W. S. Carrington, J. Clayton, 
. Densem, W. W. Fea, P. F. G r, Sur H. G. Howitt, 
. Lawson, J. H. Mann, W. E. Parker, S. J. Pears, P. V. 
, Sir T. B. Robson, G. F. Saunders, C. M. Strachan, 


. Touche. 
P, D. Leake 
ER W. G. Campbell, P. F. Carpenter, Sir T. B. 
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on, A. 5H . Dicker, W. W. Fea, D. V. House, P. D. 
. F. RR 


Articled Clerks Sub- sc laa 
W. E Barrows, T. A. H Baynes, P. F. Carpenter, E. C. Corton, 
SW uo E. Parker, C. U. Peat, M. Wheatley Jones, 
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Taxation and Research Committee 


The following members were appointed by the Council to 
serve on the Taxation and Research Committee for the year 
commencing October 1st, 1957. 

Messrs T .Fleming Birch, L. H. Clark, H. O. H. Coulson, S. M. 
Duncan, A. R. English, J. Godfrey, W. S. "Hayes, G. P. Morgan- 
Jones, A Pelis, D. W. Robertson. 2 
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London and District Society of Chartered 
Accountants 


The following members were appointed by the Council to 
serve on the committee of the London and District Society 
of Chartered Accountants for the ensuing year. 

Mr D. A. Clarke, Mr D. V. House, Mr E. F. G. Whinney. 


Joint Standing Committee of the Universities 
and the Accountancy Profession 


Mr W. E. Parker was appointed by the Council to serve on 
the Joint Standing Committee of the Universities and the 
Accountancy Profession. 


Exemption from the Preliminary Examination 


Three applications under bye-law 79 for exemption from 
the Preliminary examination were acceded to. 


Reduction in Period of Service under Articles 
Three applications under bye-law 61 for a reduction in the 


. period of service under articles were acceded to.” 


Exemption from the Intermediate Examination 
One application under bye-law 85 (b) for exemption from 
the Intermediate examination was acceded to, and one 
application was not acceded to. 


Final Examination 


Two applications under bye-law 86 from articled clerks for 
permission to sit an earlier Final examination were acceded 
to. 

Articled Clerks engaging in Other Business 


Ge application under bye-law 57 from an articled clerk to 

e during his service under articles in other business 
fort the sole purpose and to the limited extent specified in 
the application was acceded to. 


Articled Clerks in Industrial Organizations 
Four applications under bye-law 58 (c) from articled clerks 
to spend a period not exceeding six months in an industrial 


or commercial organization during service under articles 
were acceded to. 


Certificates of Practice 


The following thirty-two E for certificates of 
practice from associates who have commenced to practise 


joda acceded to. 
Ross Hopwood; 1957» Fai (Corney, Allen & Co), 
ic 2 Richmond Hi, Ri Surrey = 
Beard, Joh Michael: Spe ACA Knox phe us Henderson 
& Co), Hoole's Cham Street, Sheffield, 
Berry, lel; 1957, A.C.A. Mapus-Smith & Lemnión): Hill 
House, 1 Tuesday Market lace, King’s Lynn, and at 
ham Market. 


Bingham, Bruce Crewe; 1957, A.C.A.; (H. W. Davidson & Geh 
176 High Street, Acton, London, W3, and 142 Cromwell Road, 
London, SW7. 

Bulman, Ronald Hamilton, B.coM.; 1955, A.C.A.; (*Jewitt, 
Sparrow & Swinbank), Barrington House, a, Bowesfield Lane, 
Stockton-on-Tees, 

Cinnamon, Allan; 1957, A.C.A.; (Cinnamon & Co), 314 Lea 

Bridge Road, Leyton, London, Ero. 

Day, John Herbert 1951, À.C.A.; (Eastoe, Vincent & Day), 

Di d be? die DE E F. ng 
ixon, Roger; 1955, udley D. ht & Co), 

cn Queen Square, Clock 'Tower, e I, and at Lewes. ) 

wards, Roy Ee 1951, A.C.A. 448 Strand, London, WC2. 

Fenton, Gordon Conrad; 1954, AGA: (G. Conrad, Fenton & 
Co), 6 Brockley Hill, SE Middlesex. 


T against the name of a firm indicates that the firm, though not 
Wee of members of the Institute, is composed wholly 
accountants who are members of one or the other of 

res Institutes of Chartered Accountants in Great Britain and 

r 
* Re the name of a firm indicates that the firm is not wholly 
ry quin of members of one or the other of the three Institutes 
artered Accountants in Great Britain and Ireland. 


Firms fot marked Tt or * are composed wholly of members of 
the Institute, 
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Foster, Eric; 1952, A.C.A. (Smeeton, Foster & Co), Revenue 
Chambers, rie Street, Sheffield, r 

Gold, Ramon 57, A. ‘CAG (RR. Gold & Co), Furnival 
House, 14-18 pee Ee born, Lon on, WCz1. 


Hart, Michael Fre eric I9 6 A.C.A.; 8 Crouch Hall Road, 
MOERS N8, and 9 Lo wer jon Street, London, Wr. 
HN Derek Victor; etu) C.A.; (t "un Stevens & Lloyd) 
$0 olk House, Laurence Pountney ndon, ECs, and 
at 


E Berek Stanley; 1933; A.C.A.; (Knox, Burbidge, 
Henderson & Co), Hoole’s Chambers, 45 Bank Street, Shef- 
VAs 

Hunter, Ian Gordon; 1952, A.C.A., (Jones, Avens, Worley & Co), 
15 Commercial Road, Portsmouth; also at Chichester (*Jones, 
Avens, Weer) Piper & Co). 

Jacobs, Braham Abraham; 1952, A CA: (Jeffreys, Alfred Henry 

& Marks), xo Coleman Street, ndon, ECa. 

King, Oe SEH 1956, A.C.A., (Michael King & Co), rrr 
Pennine Drive. ndon, NW2, and Suite 2/W Artillery 
Mansions, Victoria Street, London, sles 

Naylor, John Derek, 1948, A.C.A.; (W. H. Cork, Gully & Co), 
.19 Eastcheap, London, EC3. 

Nurse, Bramwell William Henry; 1948, A.C.A.; ‘Lilac Dene’, 
High Green, Brooke, Norwich. 

O’Brien, Terence Michael; 1955, A.C.A.; 24 St Annes Road East, 
St Annes-on-Sea, Lytham St Annes, Lancs. 

Palmer, Ernest Barry, B.COM.: 1953, A.C.A.; (Blackburns, 
Robson, Coates & Co), 59 New Cavendish Street, London, Wr, 
and at SEH Leeds and Manchester. 

Peters, Myl s , Anthony 1957, AC AS 37 Druid Hill, Stoke 
Bishop, dE 

Ra mé Anthony ellesley; 1950, A.C.A.; (*Robert G. Burke & 

Hee Birmingham Road, Cowes, Isle ‘of Wight. 
Ernest John; 1940, A.C.A.; (F. W. Stephens & Co), 

I House, 15-17 Eldon Street, London, EC2, and at 

uon Streatham High Road, London, SW16 (Hayman & 


Smith 1. Gentes Maitland, 1956, A CA. (Thomson, Kingdon 
& Co), Saxone pu 745 pem Street, London, Wi. 
Spence proved Geoffrey Harris; 1953, A.C.ÀA.; (Clement Keys 
m i Ger ue Street, West Bromwich and at Birmingham. 
igs Mary, B.A.; 1935, A.C.A; 37 Gray's Inn 
London, WC1. 
Tree Alan; 1957, A.C.A.; (Tropp & Co), ms SE Holborn, 
ndon, I, and 25 Craven ndon, N 
Ward, Raymond; 1; 1953, A d (Knox, Burbid 
Co), H oole's Ch Bank Street, Sh 
Watkins, Raymond Michael. dmund; 1953, A.C.A,; (Ford, Bull, 
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Ellis & Sales), x Mabes Buildings, Gray's Inn, London, WCr. 
Watterson, Ja 1948, A.C.A.; (*Larking, Larking & 

Whiting), 18 e GEN Bure Gr Edmunds; (for other towns 

see *Larking, Larking & Whiting). 

Elections to Fellowship 

‘Twenty-six applications from associates for election to 
fellowship under clause 6 of the supplemental Charter 
(bye-law 31) were acceded to. 

A list of those who complete their fellowship before 
June 18th, will appear in The Accountant of June 22nd. 


Resignations 
The Council accepted the resignation from membership 
of the Institute of: 
Mr Kenneth Alistair Mackenzie, A.C.A., Montreal. 
» Henry Murray Gardner, a.c.a., Montreal. 


Registration of Articles 
The Secretary reported the registration of articles of clerk- 
ship as follows: 


I957 1956 
May ; . Io 86 
January to May.. 542 564 


Changes of Name 
The Secretary reported the following changes of name had 
been made in the Institute records: 
Arthur Leslie Ball to Arthur Leslie Hillier Ball. 
John Alfred Glynne Jones to John Alfred Glynne-Jones. 


Deaths of Members 
The Council received with regret the Secretary’s report of 
the deaths of the following members: 
Mr Archibald Williamson Bain, M.A., A.C.A., London. 

; Charles Henry Brook, a.c.a., Ohio. 

, Frank Carruthers, A.C.A., Manchester. 

» John Cyril Leslie Cotterell, F.c.4., Birmingham. 

» John Dewhirst, A.C.A., Uppingham. 

S ward Tresoldi Granger, F.C.A., London. 

Frank Noel Keen, LL.B., A.C.A., London. 

;» Eric Leslie Morris, A. GA. s 

, Eric Morgan Parker, F.C.A., Bulawayo. 

» Donald Smith, M.C., F.c.a., Nottingham 

» Thomas Lewis Sutton, A.C. A., Durham. 

» Robert Hylton Thomas, A.C, A., Rugb 

» Frederick Charles Topping, A. C.A., "Huddersfield. 


~ 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


AND OF THE APPEAL COMMITTEE 
Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 and of the Appeal Committee of the Council of the Institute appointed pursuant to bye-law x08 
of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948. 


À formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Patrick 
Sidney Ernest Seth-Smith, F.c.a., was at the General 
Sessions held in the Old Bailey on May ist, 1956, 
convicted on indictment on a charge that he conspired 
with other persons to utter forged end-user certificates 
knowing the same to be forged and with intent to 
defraud, so as to render himself liable to exclusion or 
suspension from membership of the Institute. The 


Disciplinary Committee at a hearing on April 3rd, 


~y 


e 


1957, found that the formal complaint against the said |. 


Patrick Sidney Ernest Seth-Smith had been proved and 
the Committee ordered that he be excluded from 
membership of the Institute. 

Patrick Sidney Ernest Seth-Smith appealed against 
the Decision of the Disciplinary Committee. The 
Appeal Committee heard the appeal on June 4th, 1957, 
and affirmed the Decision of the Disciplinary Com 
mittee that Patrick Sidney Ernest Seth-Smith be 
excluded from membership of the Institute. 


Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a. 
hearing held on April 30th, 1957. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a practising 
member of the Institute had been guilty of acts or 
defaults discreditable to a member within the meaning 
of clause 21, sub-clause (3) of the supplemental Royal 
Charter in that he was or had been employed bya firm 
which renders accountancy services and which adver- 


tises such services, so as to render himself liable to 
exclusion or suspension from membership of the 
Institute. The Committee found that the formal com- 
plaint had been proved and the Committee ordered 
that the member be reprimanded, but decided that 
there existed special circumstances which justified the 
omission of his name from the publication of SE 
Finding and Decision. 


Mine 
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MEMBERS' LIBRARY 
The Librarian reports that amohg the books and papers acquired by the Institute in recent weeks 
€ by purchase and gifts are the following: 


The Accounting Panorama: a paper; by J. M. S. Risk. 1957. 
(C.I.S. Annual Conference.) Presented. 

Accounting Trends and Techniques in published corporate 
annual reports: roth edition. (American: Ínstitute of 
Accountants.) 1956. A TA, $15.) ; 

Business Practices, Trade Position, and Competition; by 
O. Knauth. New York. 1956. (Geoffrey Cumberlege, 241.) 

Coal-mining Economics; organization and management; by 
J. Sinclair. 1957. (Pitman, 455.) 

Business Finance; by F. W. Paish. 1957. (Pitman, zer) 

Company Income and Finance, 1949-53. (National Institute 
of Economic and Social Research.) 1956. (N.I.E.S.R., ros.) 

; The Development of the Treasury, 1660-1702; by S. B. 
PN Baxter. 1957. (Longmans, Green, 458.) 

Differential Rents: a factual survey; by R. A. Emmott. 1957. 
(Institute of Municipal Treasurers and Accountants.) 
Presented. 

Digest of the United Kingdom Exchange Regulations. 
(District Bank): 12th edition. 1957. 

Guide to Commonwealth Income Tax; 8th edition; by 
J. A. L. Gunn and R. E. O'Neill Sydney. 1957. 
(Butterworths, 40:.) 

Higher Control in Management; by T. G. Rose: 6th Edition. 
1957. (Pitman, 30s.) 

Internal Audit in the Public Boards; by W. L. Abernethy. 
1957. (Shaw, 27s 6d.) 


Internal Control Procedures: a check list . . . for Australian 
businesses. . . . (Australian Chartered Accountants’ 
Research Society.) Sydney. 1957. (A.C.A R.S., 8s 64d.) 
Presented. 

'The Se of Copyright; by J. P. Eddy. 1957. (Butterworths, 
355. 

Lord Norman; by Sir H. Clay. 1957. (Macmillan, 36s.) 

Public Authorities’ Stores, Small Plant and Tools Account- 
ing and Control: a research study; by R. H. Mead, L. F. 
Read, R. R. Renville (and others). 1957. (Institute of 
Municipal Treasurers and Accountants.) Presented. 

The Road Traffic Act, 1956; by R. Schless. 1957. 
(Butterwortha, 255.) 

The of Flats; by E. F. George. 1957. (Sweet & Maxwell, 
255. 

The Sources and Nature of the Statistics of the United 
Kingdom; edited by M. G. Kendal. Volume 2. 1957. 
(Oliver & Boyd, 308.) 

Steel in 1957, with particular reference to South Wales: 
a paper; by E. J. Pode, a.c.a. 1957. (C.I.S. annual 
conference). Presented. 

The Theory of Games and Linear Programming; by S. 
Vajda. 1956. (Methuen, 8s 6d.) 

The Voting and Other Rights of Preference and Ordinary 
Shareholders: a paper; by S. L. Mears, 1957. (C.LS. 
annual conference.) Presented. 


CHARTERED ACCOUNTANTS' 


RETIREMENT BENEFITS SCHEME 


We reproduce below the introductory section to the explanatory booklet of the 

Chartered Accountants’ Retirement Benefits Scheme, copies of which have been 

sent to all members of the Institute. A leading article commenting on the scheme 

appears elsewhere, and the detailed provisions of the scheme will be examined 
in subsequent issues. 


1. The scheme is designed to provide a comprehensive 
selection of retirement benefits for chartered account- 
ants who are self-employed or are otherwise within the 
ambit of Section 22 of the Finance Act, 1956. It has 
been organized by The Institute of Chartered Account- 
ants in England and Wales under a trust deed which 
appoints Chartered Accountants’ Trustees Limited, a 

». company wholly owned by the Institute, as trustee. 
(The company is also being appointed trustee of the 
companion scheme for chartered accountants’ staff.) 
The detailed operation of the scheme is in the hands of 
Messrs Bacon & Woodrow (actuaries) who have been 
appointed scheme secretaries; interested members 
should communicate with them’ at 8 Boston Avenue, 
Southend-on-Sea, Essex. 

2. The scheme is in four sections which are covered 

" by master insurance policies. A brief description of 
the nature of the benefits appears in the following 
paragraphs and precise details are given in the appendix 
to the rules. . . . no evidence of health is necessary 

4 in regard to contributions under Section A and D. 

(eg 3. Section A provides in return for each single con- 

tribution an annuity to the members and, in the event 
of his death before its commencement, a return of the 
contribution with interest to his estate. 

4. Section B provides a member's annuity and a 
widow's annuity commencing on his death at any time 
in return for a series of equal annual contributions. 


1 Not reproduced. 


s. Section C provides in return for a series of equal 
annual contributions a member's annuity with incapa- 
city benefit (see paragraph 16) and a partial return (not 
less than 9o per cent) of contributions with interest in 
the event of death before commencement of the annuity. 


6. The foregoing sections are insured with a panel 
of insurance companies consisting of 

Commercial Union Assurance Company Limited 

Guardian Assurance Company Limited 

Norwich Union Life Insurance Society 

Yorkshire Insurance Company Limited. 


7. Section D provides in return for each single 
contribution an annuity to the member and, in the 
event of his death before its commencement, a return 
of the contribution without interest to his estate. 


8. This section is insured with 
London and Manchester Assurance Company 
Limited. 


9. (a) Under Sections A, B and C, both contributions 
and annuities are expressed in money terms. 'T'he 
benefits arising from a given contribution or 
series of contributions are fully guaranteed to the 
trustees by the insurers and will not fluctuate 
from any cause. 

(b) Section D differs materially from Sections A, B 
and C in that contributions and benefits are 
expressed in terms of Investment-Trust-Units 
converted into their monetary equivalent at the 


KES 


dates of payment. The underlying investments 
are themselves investment trust equities repre- 
senting a widely dispersed interest in industry 
and commerce at home and abroad and, for those 
who prefer equity investments and for those who 
consider that benefits linked to equity (rather than 
money) values afford some protection against the 
possibility of continuing currency inflation, this 
section may prove attractive even if at first sight 
the terms appear to compare unfavourably with 
those of the other sections. 


(c) The several insurance companies have intimated 
that they will welcome inquiries from interested 
persons regarding the detailed operation of their 
respective schemes. 


10. The scheme has been designed to provide as 
wide as possible a selection of benefits and particular 
attention has been given to problems arising from 
fluctuations in income. Whereas members will need to 
predetermine any series of contributions to Sections 
B and/or C, other contributions can be allocated at 
will to Sections A and/or D. It is supposed that some 
members- will find it convenient to provide their main 
cover by equal annual contributions under Sections B 
and/or C and to ‘top-up’ by variable contributions 
under Sections A and/or D according to the income 
available from time to time. 


ri. Sections A, B and D make provision for reduced 
annuities commencing before age 60 in the event of 
incapacity. Such annuitiés will normally be substantially 
less than the corresponding annuities which would be 
provided under Section C in similar circumstances. 


12 In addition to the provision of a widow's or adult 
dependant's annuity under Section B, a member may 
elect to have any annuity under any of the other 
sections of the scheme reduced in return for an 
equivalent widow's or adult dependant's annuity, pro- 
vided that the amount of the latter does not exceed 
that remaining payable to the member. As a result of 
doubts expressed by the Inland Revenue it is provided 
that all annuities to which a member is entitled under 
the scheme shall commence together. The Inland 
Revenue has expressed the view that the Act does not 
permit a trust scheme to allow in relation to a member 
both a return of contributions and a widow's annuity 
in the event of his death before retirement. The 
scheme therefore provides accordingly and Inland 
Revenue epproval has been obtained on this basis. 
Members will appreciate that many aspects of the 
scheme are conditioned by the relevant provisions of 
the Act. 


I3. It is of course open to any eligible member to 
arrange retirement benefit policies directly with in- 
surance companies and thereby avoid the restrictions 
mentioned in the previous paragraph. The terms 
offered in the scheme are, however, better in certain 
material respects than those generally available to 
individuals and it is believed that the balance of 
advantage lies with the scheme. The advantages 
available through the scheme are: 


(a) Duration of terms: Sections A, B and C. 

The rate quoted for Sections A, B and C are 
guaranteed indefinitely to all members con- 
tributing an aggregate of £50 or more unger the 
three sections in any period of one year ending 
on or before June 3oth, 1960. 
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0 Return of contributions: Sections A and C. 


Compound interest at a guaranteed rate of.. 


4 per cent per annum will be added to the return 
of contributions covered by the guarantee in (a) 
above on death before drawing pension. 


(c) Duration of terms: Section D. 

The rates quoted for Section D will remain 
unchanged until at least December 3rst, 1960. 
They will be subject to alteration from time to 
time thereafter in relation to subsequent con- 
tributions but members who have allocated con- 
tributions to the section before that date are 
guaranteed substituted rates not less favourable 
than the specified guaranteed minimum rates. 


(d) Minimum contributions to Section D. 

The minimum contribution which may be 
allocated to this section of the scheme is {100 as 
against £200 for the direct applicant. 

14. A certificate of eligibility will be required of 
every member on the occasion of application for 
membership and at the time of every contribution. 


15. Contributions from eligible persons will be 
allocated to Sections À and D upon receipt but con- 
tributions intended for B and C will be banked and 
held in suspense pending completion of the necessary 
formalities. In general, they will then be allocated with 
retrospective effect from the date of payment, but 
this may not always be possible if the formalitizs are 
protracted. If for any reason an allocation to Section B 
or C is refused, the contribution will be refunded. 


16. Each contribution must be a whole number of 
£s. In the case of Sections A, B and C, con- - 
tributions in any year amounting in aggregate to less 
than {£50 will not be accepted. Arrangements may, 
however, be made for payment by instalments on 
special terms which have the general effect of reducing 
the benefits under Sections B and C by 24 per cent; 
contributions to Section D must be in amounts of not 
less than {roo at a time. In accordance with the Act, 
certain maxima are prescribed in Rule 3. Where a 
member's birthday falls in April or May, contributions 
in June 1957 will be back-dated to the day before his 
birthday in determining his age for the purpose of 
calculating annuities. j 

17. The attention of members contemplating entry-- 
into Scheme C is drawn to the extremely narrow 
definition of ' incapacity’, contained in the rules, which 
is based on the requirements of the Act. 


18. In certain circumstances contributions may be 
related for tax purposes to an earlier year of assess- 
ment. The position is governed by subsections (3) and 
(13) of Section 23 of the Act. 


19. The scheme has been organized by The Institute 
of Chartered Accountants in England and Wales and 
cannot be varied without its consent. The benefits are 
not, however, guaranteed by the Institute. 


20. A copy of the trust deed, rules and appendix, 
together with any regulations for the time being in ` 
force in regard to administrative matters, will be sent 
to every entrant to the scheme and on request to any 
other interested person. This introduction is provided 
purely as an outline of the general arrangements; it in 
no way affects the interpretation of the rules. 


MOORGATE PLACE. 


June 1957. 


| June 15th, 1957 
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BUSINESS EFFICIENCY EXHIBITION 
A SELECTION OF THE EXHIBITS BRIEFLY DESCRIBED 


In our enlarged Business Efficiency issue last week, we published a number of 
authoritative, factual articles describing various systems, machines and equip- 
ment, with actual examples of their practical application in business and profes- 
sional offices, illustrating some of the ways in which accountants are finding value 
in mechanical 
We now give, in the following notes, brief outlines of a selection of the many and 
varied items of equipment which are being shown and demonstrated in next week's 
Business Efficiency Exhibition at Olympia. 


Electronic Machines 


The principal part of the IBM United Kingdom Ltd 
, exhibit is a battery of electronic data processing 
‘ machines working as an integrated system. The 

IBM 680, complete with printer, magnetic core stor- 

age and four magnetic tape units, will demonstrate how 

a large inventory can be supervised by machines on a 

daily basis, and will illustrate management by excep- 

tion. In addition, a RAMAC exhibit will illustrate the 
disc storage file with a capacity of five million characters 
which can be linked with a 650 system. 

The electronic calculator is an intermediate machine 
between the computer and the tabulator in a punched- 
card accounting installation. The new type 555 
Hollerith Electronic Calculator to be shown by the 
British Tabulating Machine Co Ltd, has magnetic 
drum storage, or ‘memory’, enabling it to carry out a 
lengthy series of arithmetical operations at the rate of 
6,000 card passages per hour, regardless of the number 
of individual or associated calculations comprised in 
each card. It can also discriminate according to varying 
conditions and new data produced during the course 
of a run. The HEC Hollerith General Purpose Electronic 
Computer is a development of the HEC 2M Electronic 
Computer now being used for mathematical and 
scientific purposes in industrial research. 





Printing Calculator 


Pride of place among the machines shown by British 
Olivetti Ltd goes to T etractys, a fully automatic 
printing calculator, which, it is claimed, is the nearest 
thing to a computer outside electronics. It has an 
-entering capacity of twelve columns, a totalling 
capacity of thirteen columns, and can perform addition, 
subtraction, multiplication and division separately or 
simultaneously. It has two active calculating registers, 
a memory device, and a speed of 225 revolutions a 
munute. 
Accounting Machines 
An analytical accounting machine with 198 registers 
is being shown by Logabax. Each register has a maxi- 
mum adding capacity of £59,999, 999 19s 11d, in 
positive, or £29,999,999,999 19s 11d in negative. It 
is claimed that a straight analysis can be carried out 
at the rate of 1,000 items per hour, and ledger posting 
äh analysis at roo postings per hour. Àn 
illuminated panel engraved with numbers 1 to 69 can 
be obtained for use with the machine, and this will 
improve the speed of operation in certain circum- 
stances. 

The Post-Master ‘92° is a new machine shown by 
Underwood Business Machines Ltd. Among its many 
features are two registers, each with a capacity of 
£999,999 19s rid and equipped with direct sub- 


traction and credit balance features; a two-total adding 
machine; automatic electric carriage return; and key- 
board programme control. Among other machines 
shown by this company are the Sundstrand Portable 
Accounting Machine, which brings mechanized account- 
ing within reach of every type of business, and a new 
Sundstrand Adding Machine introducing new features 
for easier and faster figuring. 

Block & Anderson Ltd have a number of new 
exhibits, including the Victor Electric Portable Adding] 
Listing Machine. This small, lightweight electric 
machine takes up very little more space than a desk 
telephone, yet provides addition, direct subtraction, 
listing, and completely automatic credit balance. ‘The 
keyboard capacity is £99,999 19s 11d and the total 


capacity £999,999 x95 11d. 


Book-keeping Typewriter 


George Anson are introducing the Anson Front-feed 
. Book-keeping Typewriter. Documents are fed into the 
machine and all items posted are automatically trans- 
ferred to an electric adding machine. Although the 
operators fingers may never leave the keyboard, 
invoice totals, balances, etc., are automatically 
obtained. 5 

Copying and Duplicating 


The Bandavelop Junior Twin shown by Block & 
Anderson Ltd provides a compact photocopying unit 


‘for all routine work, and will take copies of documents 


of any length and a width up to 84 in. The Bandavelop 
Book Twin can be used also for taking copies from 
bound books, journals, rare MSS., or thick documents 
without removing the page. 

The Model zoo Inkless Duplicator is a new exhibit 
by Fordigraph Ltd. It is portable, includes an auto- 
matic paper feed, uses no ink or stencils, and 1s easily 
recharged by means of a clip-in polythene container 
of colourless reproducing fluid. Also on exhibition will 
be the Fordigraph Master Board, a draughtsman's 
outfit folding completely flat into a compact carrying 
case. 

Roneo Ltd are showing for the first time in London 
the ‘750’ Duplicator which, in addition to the varied 
work reproduced from electronic stencils, can produce 
showcards on boards of substantial thickness. The 
Roneo Electric Stencil Maker, portable ‘250’ Duplicator, 
and Roneo Automatic Addressing Machine are other 
exhibits. 

Reflex photocopying, which does away with develop- 
ing trays, dark-rooms, washing and rinsing, is exempli- 
fied by the Anson ‘Copyfix’ range of photocopying 
equipment, shown by George Anson. It is capable of 
reprodficing typed, written, drawn, printed or multi- 
coloured originals, or pages from books without 
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removing them. The completed process takes less than 
sixty seconds. 

Copycat Ltd make a high-speed automatic machine 
known as the Copycat c-600 ‘Systematic’, which em- 
ploys a simple, low-cost photocopying process for the 
reproduction of written, typed or printed data, and 
practically eliminates manualoperations. An attachment 
known as the Printform dispenses with the need for 
sets of pre-printed forms and can eliminate additional 
transcription. 


Internal Communication 


Modern Telephones are showing three types of internal 
communication. 'l'he Dialcom private automatic ex- 
change system operates in conjunction with the 
Dialcom staff telephone, providing direct access to 
selected extensions and dialling facility to all exchange 
numbers. Modernphone is a range of push-button 
instruments with from two to eighty extensions. A 
loud-speaker master station and push-button staff 
station will be on display; also a Moderncom executive 
station, part of a system designed to provide a loud- 
speaker intercom on both ends of the line. The new 
Dialmaster is designed for executives requiring loud 
speech without direct access priority. 


Dictating Equipment 

As well as the Tape Riter dictating exchange, Hartley 
Electromotives Ltd are showing their new Stenocord, 
a portable machine weighing only 94 lb. Its magnetic 
recording belt takes twelve minutes of recording, and 
re-recordings can be made on it any number of times. 
The microphone is small and versatile and there is a 
special play-back device — the Redicta. 

. Thenew Assman dictating equipment, a development 
from the Dimafon system, will be found at the Multi- 
Recording Ltd stand. The Assman provides a remote 
control microphone giving automatic length of letter 
indexing at the touch of a button, automatic volume 
control, guaranteed prevention of accidental erasure, 
and a new development in recording heads. The 
Assman (Dimafon) Automatic Units, also shown, have 
been supplied to the G.P.O. for their extended weather 
services for the provinces. 


Recording and Printing 


Blick Time Recorders are showing a fully auto- 
matic ¥ob-Coster enabling a complete record to be 
maintained of every operation associated with every 
production machine and its operator. The Blick 
Model 60 attendance recorder is designed to eliminate 
the possibility of falsifying time cards. The Blick 
electric time, dating, and serial numbering recorder is 
also on show. 

The Model Seventy-five Teleprinter exhibited by 
Creed & Co Ltd, weighs under 40 1b., and is roughly 
the size of an ordinary typewriter. It will operate with 
low maintenance at up to 100 words per minute. It has 
a stationary.paper carriage and a moving typehead. It 
can be equipped with either three- or four-row key- 
boards and there is a wide range of optional features. 

. The accounting section of the Definac Ltd exhibits 
Js subdivided into manual and mechanized systems. 
Among the former is a new version of the Definac 
Recording Tablet, and the latter comprises sales and 
.purchase ledger, both embodying analysis under an 
-unlimited number of headings. New indexing features 
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and control systems are shown in the visible record 


section. 
Filing 


Shannoblic Lateral Filing system, shown by the 
Shannon Ltd, has a unique feature in the method of 
suspension employed. A single patented "I"-shaped 
rail is used and the folders, each fitted with metal 
suspension clips, can be lifted clear at the touch of a 
finger. New fólders can be inserted and folders 
removed or replaced without the slightest difficulty. 
Three tabbing positions are provided allowing the 
titles of all folders to be clearly visible. 

Lateral filing is also a main feature of the exhibit of 
Roneo Ltd, who are showing their new Universal Filing 


. Unit, which can be built up in stages as requirements 


increase. 
Binders, Stationery, etc. 

Moore’s Modern Methods Ltd have a wide variety of 
exhibits including loose-leaf binders, ledger outfits in 
over 200 standard rulings, and covers and binders. 
The Mooreslip binding cases enable wire-stitched 
sections to be bound without a punch, while the 
Adamag binder with similar features does not depend 
on even wire-stitching of printed matter. The 
Nimblex Visible Records give finger-tip control of vital 
records, and the Totax Combined PAYE System is a 


- combined wages and salaries book with complete 


P.A.Y.E. record on the same sheet, making unnecessary 
the use of detailed weekly tax cards. 

Among the new T'winlock exhibits is the latest 
Presto Tray to hold approximately, 1,000 ledger cards 
and an index. It has spring-loaded side-arms, a. 
serrated base to prevent slipping, and trigger-operated 
mechanism for keeping the cards in place. The Sabre ` 
Prong Ledger is a quickly-operated lightweight ledger, 
and the Duraflex Binder is a de luxe version of the 
Twinlock Multiring Binder. The Employer's Annual 
Income Tax Return, which has the approval of the 
income tax authorities, is an extension of the 3-in-I 
Wage or Salary System and avoids much repetitive 
routine work. 


Numbering, Counting and Folding 


Included in the office numbering machine display by 
English Numbering Machines Ltd is a new small reset 
unit, the main components of which are precision > 
moulded in nylon. This counter is particularly suit” 
able for office machine installation, Figure wheels for 
visual indication and printing for incorporation in cash 
registers, accounting machines, etc., are also shown. 
The Totometer Mark 5 is a new exhibit by Universal 
Postal Frankers Ltd, designed especially for the pur- 
pose of counting and/or overprinting tickets and pro- 
duct labels of small dimensions. It can handle items as 
small as 1 in. by 2 in. with roo per cent accuracy at up 
to 80,000 pieces per hour. Another new machine by 
these makers is a small desk model folding machine 
known as Foldopost. Eight different types of fold can 
be obtained at speeds up to eighty per minute. 
Staplers and Stickers " 
Ofrex Ltd are showing a complete range of office 
staplers, from the Giant beavy-duty stapler, which is 
capable of piercing a metal sheet, down to the Bambi 
vest pocket stapler, which is little larger than a match- 


: box and is supplied overprinted on the head with any 


desired advertising slogan. 
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The Ofrex Sticker Outfit comprises a sticker pen 
containing approximately 5,000 gum dots at a filling, 
and a spreader outfit consisting of a polythene tube 
into which is inserted a patented spreading device also 
made from polythene. 


Visual Control 
Dacron (Plan-O-Mastic) Ltd are :showing their 
rotating disc visual control system, which makes prac- 
ticable the mass presentation of key figures on the wall. 
The system is particularly adaptable to situations 
where figures are constantly changing, while the 


an 
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Messrs WARDHAUGH & McVgan, Chartered 
Accountants, of 194. West Regent Street, Glasgow, C2, 
announce that Mr WILLIAM D. B. CAMERON, C.A., has 
been assumed as a partner as from June 1st, 1957. Mr 
CAMERON served his apprenticeship with ‘them and 
qualified in 1954. He then accepted an appointment 
overseas with a large public company, but having 
decided to return to professional practice, he rejoined 
the firm in 1956. 

Messrs AnTHUR YouNG & Co, of 31/45 Gresham 
Street, London, EC2, announce that they have taken 
into partnership Mr R. F. HAYLLAR, A.C.A. 

En PROFESSIONAL NOTES 
Mr J. C. Cunningham, c.a., has been appointed chief 
finance officer to the West Midlands division of the 
National Coal Board at Dudley, Worcs. 

Mr G. E. C. LeFevre, A.C.A., has been appointed 
chief accountant of the National Coal Board No. 1 
(Bolsover) Area. 

Mr L. G. Mummery, A.C.A., secretary of W. 
Canning & Co Ltd, has been appointed a director of 
the company as from May 27th, 1957. 

Mr A. E. Smith, a.s.a.a., has been appointed a 
director of Turriff Construction Corporation Ltd. 

Mr A. H. Mcilwraith, C.A., secretary-controller of 

4% Miles Laboratories Ltd, and Ames Company (London) 
Ltd, has been appointed a director of both companies. 


PREVENTION OF FRAUD TRIBUNAL 
CHARTERED ACCOUNTANT APPOINTED MEMBER 


Mr Henry A. Benson, C.B.E., F.C.A., a partner in the 
firm of Cooper Brothers & Co, Chartered Accountants, 
of London, and a member of the Council of the 
Institute, has been appointed by the Treasury to be a 
member of the tribunal of inquiry instituted under the 
Prevention of Fraud (Investments) Act, 1939, for a 
period of three years. 
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graphic colour bar and signalling development caters 
for all forms of graphic planning and progression. 


Private Office Furniture Exhibition 
During the Business Efficiency Exhibition, Edgleys 
Ltd are holding a private exhibition at 'l'he Kensington 
Palace Hotel. They will show contemporary furniture 
for offices and conference rooms; Urtplan (regd.) Umt 
office furniture, providing a choice of five carefully- 
planned pedestals for office desking with varying tops 
and legs sections; and the entire range of their Gold 
Seal furniture. 


Notes and Notices 


CHARTERED ACCOUNTANT MAYORS 


Mr C. H. Tyson, B.SC., F.C.A, has been elected 
Mayor of Brighton, and Mr Edward Bostock, M.A., 
F.C.A., a partner in the firm of Annan, Dexter & Co, of 
Ironmonger Lane, London, has been appointed 
Deputy Mayor of Twickenham. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN IRELAND 


PROPOSED INTEGRATION SCHEME 


The resolution for the amendment of the bye-laws of 
The Institute of Chartered Accountants in Ireland, 
consequent upon the adoption by the Irish Institute of 
the scheme of integration of ‘The Society of Incorpor- 
ated Accountants with the three Chartered bodies, was 
carried unanimously at a special meeting held in 
Belfast on May 3oth. The result of the poll vote of 
members of the Irish Institute on the issue of inte- 
gration was that there were 456 votes in favour of 


integration and 93 against. 


MERTING OF THE COUNCIL 


A meeting of the Council of The Institute of Chartered 
Accountants in Ireland was beld in Belfast on 
Thursday, May 30th, 1957. The President, Mr G. F. 
Klingner, was in the chair, and there were also present: 

Messrs James Walker, Vice-President, H. E. A. Addy, 
John Bacon, Patrick Butler, Frank Cleland, M. M. Connor, 
A. E. Dawson, J. F. Dempsey, James Graham, R. E. 
McClure, H. T. Montgomery, R. P. F. Olden, H. W. 
Robinson and D. McC. Watson, with the Secretary and the 
Joint Secretary and Treasurer in attendance. 


Death 
The death of Mr Harold Lionel Tweedie, a.c.a., 
Belfast, was reported and noted with regret. 
Assoctateship in Practice 


Miss Eileen Mary Downes, A.C.A., 
admitted to practice. 


Dublin, was 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





Zë 


l Report of Education Committee 

The report of the Education Committee on the 
Institute’s system of examinations was considered. 

Resignation from the Council 

The resignation from the Council of Mr Harford 
Trevor Montgomery, F.C.A., Belfast, was accepted with 
the greatest regret, and the following resolution, pro- 
posed by the President, and seconded by the Vice- 
President, was carried unanimously: 

‘The members of the Council of The Institute of 
Chartered Accountants in Ireland accept with very great 
regret the resignation of Mr Harford Trevor Mont- 
gomery from the Council. 

“They desire to place on record their appreciation of 
his long and valuable service to the Institute as a member 
of the Council since 1934 and as President during the 
years 1939—40 and 1940-41.’ 


GOLFING SOCIETY 
The annual meeting of The Institute of Chartered 
Accountants in Ireland Golfing Society was held at the 
County Sligo Golf Club, Rosses Point, during the 
week-end of May 24th to 27th. About forty members 
were present to take advantage of the best weather to 
date this year. 

The competition results were as follows: 

Smylie Cup: S. H. Polden (14), 4 up. 
J. G. Lyons (19), 1 down. 
N. V. Hogan (11), 2 down. 

Special prize for first nine holes; M. G. McGuinness. 

Quin Cup: J. C. Oakes (11), 76 (won on 2nd nine). 
H. Stevenson (12), 76. 
G. A. P. Bryan (13), 78. 

The North v. South Cup was won by South with a 
score of 477 against 479 by North. 

At the annual business meeting, Mr W. H. Anderson, 
F.C.A., was elected Captain for the ensuing year. It was 
decided to hold the 1958 meeting at Rosses Point 
during the week-end of May 16th to 19th. 


THE INSTITUTE OF INTERNAL AUDITORS 


LoNDON CHAPTER 

'The Institute of Internal Auditors' seventh annual 
‘Thurston award’ was presented last Wednesday at the 
ninth annual meeting of the Institute's London 
Chapter to Mr J. O. Davies, F.c.a., chief internal 
auditor, National Coal Board. The award, which Mr 
Davies received for his article on "Ihe audit report 
and which appeared in the June 1956, issue of The 
Internal Auditor, was presented by Mr M. B. T. 
Davies, A.C.A., of San Francisco, chairman of the 
editorial committee of The Institute of Internal 
Auditors, New York. 

The report of the board of governors of the London 
Chapter presented at the annual meeting records an 
active year during which there was a further increase 
in membership from eighty-four to ninety-six over the 
year. Three members of the Chapter, Mr J. O. Davies, 
F.C.A., Mr R. A. Reid, c.a., and Mr J. R. Robinson, 
A.C.A., have been chosen to represent the Institute at 
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the Seventh International Congress of Accountants to be 
held this year in Amsterdam; Mr W. J. Smith, c.a., of 
B.O.A.C., has been appointed regional Vice-President 
of the Institute for Europe. 

The average attendance at the Chapter meetings 
held during the year was thirty-three compared with 
thirty during the previous year; since attendance at 
luncheon meetings is invariably better than at evening 
meetings, the 1957-58 programme has been arranged 
with one more luncheon meeting than last year. 

A lecture course of five meetings for members’ 
assistants was held during the year at which there was 
an average attendance of twenty-eight. 


BIRMINGHAM AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


The following officers of thé Birmingham and District 
Society have been elected for 1957—58: 
President: Mr Stanley Kitchen, F.C.A. 
Vice-President: Mr Denis F. Dodd, T.D., F.C.A. 
Hon. Secretary: Mr E. J. Newman, M.A., F.C.A., 14 
Harborne Road, Birmingham, 15. 
Hon. Assistant Secretary: Mr C. J. Mason, F.C.A. 
Hon. Treasurer: Mr G. S. Major, T.D., B.COM., F.C.A. 
Hon. Librarian: Mr W. F. Tidswell, A.C.A. 
Hon. Auditors: Mr S. B. Jackson, A.C.A., and Mr R. T. 
Salt, F.C.A. 


CROSSWORD FOR ACCOUNTANTS: 
SOLUTION 
The solution to the ‘Crossword for Accountants’, 
compiled by Mr B. W. Jones, B.COM., A.C.A., which 
appeared in last week's issue, is as follows: 
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PREVENTION OF FRAUD: INVESTMENTS 


'The 1957 edition of the annual publication Prevention 
of Fraud (Investments)!, giving particulars of persons 
and firms authorized to carry on the business of dealing 
in securities, has now been issued by the Board of 
Trade. The publication gives the names and addresses 
of holders of principals’ licences, members of recog- 
nized stock exchanges and of recognized associations 
of dealers in securities, and exempted dealers; it also 
gives particulars of authorized unit trust schemes. 


1 Prevention of Fraud (Investments), 1957. H.M.S.O. Price 
2s 6d net (by post 2s 8d). 


MOTOR — FI R E — CONSEQUENTIAL LOSS 


MOTOR UNIO 





INSURANCE 


L- 


COMPANY 
10 ST JAMES’S* STREET, LONDON, SW1 





The Recognized 
Weekly Organ for 
Chartered Accountants 


and Accountancy 
throughout the World 


CONTENTS 


Pag 
The Institute’s Pension 
Scheme 757 


Can the Crown Override 


Tax Law? 
by T. J. Sophian 759 


African Commentary - V 
by Robert E. Ellmer, M.A. 
(Cantab.), A.C.A., A.C.I.S., 
Senior Lecturer in Account- 
ancy and Statistics at the 
Royal Technical College of 
East Africa, Nairobi, Kenya 762 


Getting Behind the Figures 
— E: Points for Consideration 
in Accountancy Investiga- 
tions 

by A. G. B. Burney, O.B.E., 


B.A., F.C.A. 764 
, Weekly Notes 768 
Reviews SS 770 


, Finance and Commerce 
“The Folkestone Race Course 


Co Ltd — A. J. Wait (Hold- 
ings) Ltd — Industrial and 
Commercial Finance Cor- 
poration — Money Market 771 


The Accountant Annual 

Awards for Company 

Reports and Accounts 
Presentation of the 1957 
Awards by the Lord Mayor 


of London 774. 
Current Law 783 
Correspondence 784 


Notes and Notices 


The Institute of Chartered 
Accountants in England and 
Wales: Annual Church Ser- 
vice; Associates Elected to 
Fellowship; Members’ Ad- 
dresses Wanted ~ Personal — 
Professional Notes — The 
Society of Incorporated Ac- 
countants: President’s Dinner 
~ New Title for American 
Institute — The Chartered Ac- 
countants’ Benevolent 
Association — Firm’s Cen- 
tenary — Relief from Double 
Estate Duty: Pakistan — The 
Institute of Cost and Works 
Accountants ~ Institute of 
Actuaries — Export Credit 
Insurance — Conference — 2} 
per cent Defence Bonds: Con- : 
version Offer — Manchester 
Chartered Accountants’ Stu- 
dents’ Society 786 


-— —————————— "RI 


THE 


| ACCOUNTAN 


ESTABLISHED 1874 
VOL. CXXXVI. NO. 4305 





JUNE 22ND, 1957 


THE INSTITUTE’S 
PENSION SCHEME 


N our last issue we welcomed the announcement by The 

Institute of Chartered Accountants in England and Wales of 

the Chartered Accountants’ Retirement Benefits Scheme, and 
we reproduced the introductory section of the Carbs Explanatory 
Booklet. We now proceed to an éxamination of the scheme in 
some detail. | 

The scheme owes its origin to the provisions of Section 22 of 
the Finance Act, 1956, which enables a professional body to 
establish a trust scheme for the benefit of its members; the object 
of the trust scheme being to provide retirement and other benefits 
permitted by the Act. Self-employed persons and others in receipt 
of earnings which do not carry pension rights are permitted to 
pay contributions to a trust scheme of this nature and to bring 
such contributions into account for relief of income tax and surtax. 
The trust scheme thus provides an alternative to the effecting 
of an individual pension policy with a life office. 

The explanatory booklet of the scheme gives a brief description 
of four sections covering different types of benefits. An eligible 
member may choose to pay contributions to any one or more of 
these sections and as we have already commented it is evident 
that allowance has been made for a wide variety of different 
circumstances and different needs on the part of the individual. 
Indeed, it is fair to say that no form of benefit contemplated by 
the Act has been overlooked; the scheme is as flexible as the 
Inland Revenue authorities have allowed it to be. 

The four sections of the scheme, which will be examined liter. 
are briefly described in the booklet in the following terms: 


Section A provides in return for each single contribution .an 
annuity to the member and, in the event of his death before its 
commencement, a return of the contribution with interest to his 
estate. 

Section B provides a member’s annuity and a widow’s annuity 
of the same amount commencing on his death at any time in 
return for a series of equal annual contributions. | 


Section C provides in return for a series of equal annual contri- 
butions a member's annuity, together with incapacity benefits of 
two-thirds of the member's annuity and a return of at least 9o per 
cent of contributions with interest in the event of the member's 
death before the commencement of the annuity. 


Section D provides in return for each single contribution an 
annuity to the member, and in the event of his death before its 


'commencement, a return of the contributions 
without interest to his estate. Under this section 
contributions and annuity benefits are expressed 


in terms of Investment-Trust-Units converted. 


into their monetary equivalent at the dates of 
payment. 

The first three sections are insured with a panel 
of four well-known life offices and the fourth 
section with a life office specializing in the issue 
of the type of contract described. 

Chartered Accountants’ Trustees Ltd, a com- 
pany wholly owned by the Institute, has been 
appointed trustee of the scheme and secretaries 
of the scheme are Messrs Bacon & WoopRow 
(Actuaries), of 8 Boston Avenue, Southend-on- 
Sea, Essex. 

As stated earlier, the scheme is designed to 
give the utmost scope for choice of individual 
benefits and for variation in the amount of the 
annual contribution to the scheme. The Act 
provides for a self-employed person (as well as 
for certain others) to pay a contribution in any one 
year of up to ro per cent of his ‘net relevant 
earnings’ or £750, whichever is the less, sub- 
ject to an increase in these limits for persons born 
before 1916. 

Under Sections B and C of the Chartered 
Accountants’ Scheme a member is expected to 
fix upon a level annual contribution which would 
not normally be reduced although it could be 
permanently increased. Under Sections A and D, 
however, the contributions may vary from year 
to year (subject to a minimum contribution of 
£100 under Section D) and a member who is 


contributing under Sections B or C may thus deal 


with fluctuating contributions by paying part of 
those contributions to Sections A or D. The 
minimum contribution in any year in which a 
contribution is paid is {50 under Sections A, 
B and C and this contribution may be spread 
over more than one section. 

Of particular interest to members born in 
April, May or June is the arrangement that a first 
contribution paid by the end of the current month 
may be dated back to the day before the member's 
birthday for the purpose of determining the age 
for calculating annuities under Sections A, B 
and C. 

The Act provides that a qualifying premium 
paid in the year ending April sth, 1958, may be 
treated for tax purposes as though paid in the 
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year ending April sth, 1957. Members are, 
therefore, offered the opportunity under the 
scheme of.allocating their first contribution to the 
earlier year and thus obtaining income tax and 
surtax relief at an earlier date. 

Interest rates are high at the present time and 
the annuity rates available under the scheme are 
calculated on the basis of exceptionally favourable 
rates of interest. The question immediately arises, 
therefore, as to what terms will be quoted for 
further single contributions under Sections À 
and D, and for increased annual contributions 


"A 


under Sections B and C, if interest rates fall. In d 


this respect the scheme is remarkably generous 
to the member since it provides that the rates 
quoted under Sections À, B and C are guaranteed 
indefinitely for all members who make at least 
one annual contribution (which, as previously 
stated, must be at least £50) prior to June 3oth, 
1960. Under Section D, it is provided that any 
substituted rates introduced after June 30th, 1960, 
cannot be less favourable than the guaranteed 
minimum rates for members who make one annual 
contribution of at least {100 prior to that date. 


% 


The importance of this guarantee of terris 


cannot be over-emphasized. A member who 
participates in the scheme now, or prior to June 
30th, 1960, knows precisely what annuity will be 
secured by the payment of a contribution of 
whatever amount he may then decide (subject 
to the limits imposed by the Act) in ten, twenty 
or thirty years' time — at any time prior to the 
date the annuity commences. If, in the light of the 
then ruling investment conditions, the rates 


appear unattractive, the contribution — apart from- 


the agreed level annual contribution under 
Sections B or C — need not be paid. 

The guarantee of rates thus represents a one- 
way option for the member of the type that in- 
surance companies in the past have been most 
loth to grant. The fact that this scheme can offer 
such an option presumably shows the strength of 
the Institute's bargaining power in negotiation 
with the insurance companies, and the guarantee 


may be taken to be one of the most obvious. 


attractions of the scheme for potential members. 
In next week's issue the separate sections of 
the scheme will be considered in some detail 
and a comparison will be made of the scheme 
and the individual pension policy which is equally 
available to practising chartered aecountants. 
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and conferred exemption from income tax and 

Ze supertax. ` 
Exemption Granted Prior to the Tax 

As to the second point raised in Pole-Carew v. 


Craddock, viz. as to whether the exemption would . 


extend to a tax which was not in existence at the 
time but was imposed later, the Court held that 
the exemption would have such extended applica- 
tion, provided of course that it was regarded as 
embracing both local and general taxation. 
This point indeed may be regarded as having 

.. been established in the earlier case of Associated 

Y^ Newspapers Ltd v. Corporation of the City of 
London ([1916] 2 A.C. 429), where also the ques- 
tion of the extent of the exemption conferred by 
the 1790 Act was considered. The question in 
this case, however, related to exemption from 
rates payable under an Act passed subsequently to 
the Act of 1790, and did not relate to income tax. 
In this case, the occupiers of certain land in the 
City, which had been reclaimed from the Thames, 
had been rated to so much of the general rate 
levied under the City of London (Union of 
Parishes) Act, 1907, as represented the con- 

n, Solidated rate, and the police rate which was 

"^ imposed by the City of London Police Act, 1839. 
Subsequently, the City of London Sewers Act, 
1848, which provided for the levying of the sewer 
rate and the consolidated rate, enacted by Section 
169, that every such rate was to be made upon the 
occupier of any house or building in the City, 

‘whether such person shall be now liable in respect 
of such house or building to be assessed to the 
relief of the poor in respect thereof by reason of 
such house or building jh situate in any pre- 
cinct or extra parochial place, or otherwise’. 

4. [t was held by the House of Lords that the 
exemption granted by the 1790 Act, although it 
was to be limited by reason of its context to 
local as distinguished from general taxes, never- 
theless extended to all local taxes and assessments, 
present or future, except in so far as any Act 
imposing a new tax qualified or released the 
exemption, and further that the exemption was 
not impliedly repealed by Section 169 of the City 
of London Sewers Act, 1948, so far as the 
consolidated rate was concerned. 


| 
D. Principles Established 


The principles which were thus established by 
the House of Lords in the Associated Newspapers 


case with regard to local taxes, were applied . 


by the Court of Appeal in Pole-Carew's case 
(supra) the Court holding that the exemption 
granted, which clearly applied to. income tax — 


note the word 'parliamentary' in the exemption 
conferred by the Act of 1790 (30 Geo., Cap. 6r) - 
would equally extend to parliamentary taxes, 


such as income tax, which was not in existence 


at that date. . 
As Warrington, L.J., put it in the Pole-Carew 
case (at pages 127, 128), 
‘It is quite true that the decision in the Associated 
Newspapers case related to local taxation only 
...and... that the noble and learned lords 
who expressed their view . . . said in terms that 
they were dealing only with local taxation, but 
now that the question is whether the same principle 
is to apply to national taxes, I confess that I can 
see no intelligible distinction.' É 
Finally, reference may be made to Commis- 
stoners of the Ancholme Drainage and Navigation 
v. Wedhen (xs A.T.C. 185; 20 T:C. 241). In this 
case, the Ancholme Drainage Act, 1767, provided 
that the navigation, towing paths, etc., authorized 
thereby, were to be free to all persons upon pay- 
ment of specified tolls, and that all taxes, tolls, 
etc., raised were to be 
‘exempted from the payment of any taxes, rates, 
assessments or impositions whatsoever, any law or 
statute to the contrary notwithstanding". 


Express Exemption from National Taxes 
Necessary ? 
It was held that this exemption referred to both 
local and general taxes, and that the tolls were 
not liable to income tax, even though the Act 
was passed at a time when income tax had not 
been introduced. 

It is to be observed that this Act did not 
expressly state that the exemption was to include 
exemption from parliamentary taxes, and with 
the exception of the Duke of Argyll's case (supra), 
there appears to have been no case where the 
exemption has been held to have applied to 
parliamentary taxes, such as income tax, except 
where the statute has im terms granted exemption 
from parliamentary taxes. 

On the other hand, it is only in cases where 
there has been a special bargain, as in the Asso- 
ciated Newspapers case (supra), that a generally 
worded exemption such as in the Ancholme 
Drainage case, has been limited to local or 
parochial taxes, such as rates. Although the 
Ancholme Drainage Act was dealing with a 
purely local matter, yet in the view of the Court, 
the work of drainage and navigation appeared 
to have been treated by Parliament as a work of 
general importance, and it is principally on these 
grounds that the Act was held to have conferred 
exemption from income tax. 
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AFRICAN COMMENTARY-V 


by ROBERT E. ELLMER, M.A.(Cantab.), A.C.A., A.C.LS. 


Senior Lecturer in Accountancy and Statistics at the Royal Technical College of 
East Africa, Nairobi, Kenya. 


East African Training Within Industry 
Conference 


CONFERENCE on ‘Training within 
A ss opened by the Governor of 

Kenya, The Hon. Sir Evelyn Baring, 
G.C.M.G., K.C.V.O., has recently been held in 
Nairobi. The conference was attended by several 
hundred representatives of business houses in 
Kenya, who listened to addresses from five 
experts, each address forming the main topic of 
discussion in turn. 

The first address was given by Mr R. G. 
Edwardes-Jones, training manager of the Shell 
Petroleum Co Ltd, whose paper was entitled 
"Iraming for senior management. Commenting 
on methods of recruitment, Mr Edwardes-Jones 
instanced the merits and demerits of taking new 
personnel either via the universities, or direct 
from school. He stated: 

‘,.. there is still in certain types of business, a 
strong bias in favour of recruiting the younger man 
who has not been to the university. In the latter 
case there seems to be a tendency to delay giving 
them any special training to fit them for manage- 
ment positions until a relatively late stage in their 
careers.' 

"What are the qualities which are required by a 
manager?’ asks Mr Edwardes-Jones, who answers 
his own question thus: 

"Most people would refer to analytical ability, 
the capacity to take decisions, flexibility of mind, 
willingness to accept responsibility, moral courage, 
and the indefinable quality of leadership. Other 
qualities which could well be added to the list are 
uprightness of purpose, a willingness to listen to 
others, and the ability to "take it”. 


Supervisory Training 


Speaking on the second day of the conference, 
Mr R. E. German, the Postmaster-General of 
East Africa, drew his material mainly from Post 
Office experience, but added, in general terms: 


'It is perhaps not easy to draw a hard-and-fast 
lne between management and supervising staff. 
The higher level of supervising officer is almost 
part of the management. I suggest to you that 
supervisors, at least down to a reasonable level, 
should be encouraged to regard themselves ‘ks part 
of the overall management of a concern. So that 


this should be appreciated by them, it is necessary 
that they should be kept well informed of the 
general policies adopted by the management, and 
also of the trends of business, and the overall 
financial position.’ 


Training the Skilled Worker 


The third main speaker in the conference was 
Sir Arthur Kirby, General Manager of East 
African Railways and Harbours, who dealt at 
some length with methods of selection of new 
staff. He referred to the wasteful 'trial and error' 
method, the method of judging solely on exam- 
ination results, that of selecting by interview, and 
fourthly, the method of aptitude testing, summing 
up the matter with the comment: 

‘A combination of the last three methods 
[educational tests, interviews, and aptitude tests] 
would perhaps have the greatest chance of success;. 
and this is what we are trying out in the railways.” + 


Referring to the situation generally, Sir Arthur 
Kirby stated: 

'I believe that, given the environment, training, 
and appropriate standards of living, there is no 
race in East Africa which cannot produce its quota 
of skilled workers, and that there is no group from 
which we cannot, by patient endeavour, produce 
the skilled workers which we shall require to 
ensure the healthy economic expansion of these 
territories.' 


Training the Unskilled Worker 


The fourth talk in the series was given by Mr 
P. J. Rogers, Managing Director of the East 
African Tobacco Co Ltd, who prefaced his 
remarks by stating: 

*, . . the future prospects of industrial develop- 
ment in East Africa are inviting, but, with the 
unskilled labour which appears to be available, an 
industrialist intending to establish himself in East 
Africa must first of all ponder seriously on the 
miracle of transforming the 
him into a satisfactory industrial worker.’ 
However, Mr Rogers continued: 

‘I could take you to undertakings where the 
output of unskilled and semi-skilled East Africans 
is even now almost equal to that obtaining in 
Europe or America.’ 


Referring to his own factory, Mr Rogers stated 


ican as we know .— 


x 
- 
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that the efficiency of African labour has responded 
to training so satisfactorily that operatives were 
now achieving outputs on complex machines as 
high as 80 per cent of their European counter- 
parts. 


The Corner-stone of Further. Training 
Speaking on the last day of the conference, 
Major-General C. Bullard, formerly Principal 
of the Royal Technical College of East Africa, 
Nairobi, emphasized the place of education in 
training programmes. Major-General Bullard 
stated: 

“The need for an educated and liberal outlook 
is particularly necessary in the higher strata of 
modern supervision, management, and direction, 
but, even in the field of skilled labour, the better 
educated the operative, the more quickly will he 
appreciate the principles which underlie his own 
competence and the methods by which he works.’ 


The Independent Standing of Auditors in 
South Africa 

Writing in The South African Accountant of 

March 1957, Mr W. P. Schutz considers the 

‘exact degree of disqualification’ which will 

affect the appointment of an auditor of a limited 


liability company, as covered by Section 98 of 


the South African Companies Act, 1926. The 
section in question is as follows: 


‘(1) None of the following persons shall be qualified 
for appointment as auditor of a company: 

(a) an officer or servant of the company, or of 
any other company performing secretarial 
work for the company; 

a person who is a partner of, or employs, or is 
in the employment of, an officer or servant of 
the company; 

a person who by himself, or his partner or 
employee, habitually or regularly, performs 
the duties of secretary or book-keeper to the 
company; 

(d) a body corporate.' 

The contributor proceeds to delimit the 
spheres of duty of the auditor, the secretary, and 
the book-keeper, summarizing the position in a 
succinct and graphic manner thus: 

"Ihe principle of the distinction is clear, and 
can readily be illustrated by the analogy of a house- 
hold. The secretary or book-keeper is the servant, 
there to do what he is told. The auditor, on the 
other hand, has not inappropriately (even if in 
another context) been compared to the watchdog; 
for he lives in the household sporadically, he eats 
from it (always well), he does no work in it, he is 
protected by the laws relating to cruelty to animals, 
and he is not subject to the orders of the master; 
all in return for growling occasionally.' 


(b) 


(c) 


THE 
ACCOUNTANT 


165 ` 


As Mr Schutz demonstrates, the section which 
really presents a difficult matter for interpretation 
is 1 (c). In the first place, it is thought that 'the 
duties’ could reasonably be held to mean ‘all 
duties’. Secondly, it is argued, that as the word 
‘regularly’ has been inserted, it has its own 
significance, and is not merely a synonym for 
‘habitually’. 

Mr Schutz continues: 


"The use of the word "regularly" would suggest 
recurring performance, interrupted, and again 
resumed: again of all the duties. It would be 
absurd to believe that the Legislature was attempt- 
ing to deal with such a situation, and one may fairly 
say that the words of (c) are ambiguous.’ 


In an attempt to clarify the ambiguity, Mr 
Schutz quotes the report issued by the Company 
Law Amendment Inquiry Commission (the 
Millin Report): 

“We received a good deal of evidence, and it was 
complained that auditors send clerks to keep the 
company’s books and to make up its accounts and, 
then, as principals, or through other clerks, purport 
to audit these. . . . But we are satisfied on public 
ground that it is a thoroughly objectionable 
practice. This was admitted by the accountant 
witnesses, They agreed that it should be stopped. 
We do not see how it is possible to defend the 
position of a person who undertakes both to keep 
accounts and to audit them. It was said that 
persons keeping the books of small companies 
are able to do so fairly satisfactorily, but do not 

.know how to make the closing entries. Our 
information is that there are large and reputable 
firms of auditors in Johannesburg who find it 
necessary to come to the assistance of companies in 
this way. We were urged not to prohibit this 
practice. We have come to the conclusion that this 
argument is well-founded. What we think should 
disqualify an auditor is the habitual or regular 
performance of the duties of book-keeper to the 
company.' 


Summing up, the writer states: 


o. two factors are important: firstly, the 
volume of book-keeping work done by the auditor 
should be small. The second factor is more 
important. The auditor (and more especially, his 
clerks) should never do any book-keeping work 
that involves any degree of subordination to the 
directors. Some final entries are no more than 
mechanical transfers, but others reflect important 
. decisions of policy, for instance, provisions for bad 
debts, or depreciation, or transfers to reserve. It is 
not for him to make the decision, but when faced 
with an inexperienced book-keeper or director, his 
expert opinion, coupled with the implied threat of 
the ‘refusal of an unqualified certificate, may be 
overwhelming.’ 
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GETTING BEHIND THE FIGURES —1 


Points for Consideration in Accountancy Investigations 
by A. G. B. BURNEY, O.B.E., B.A., F.C.A. 


HEN I was asked to give this talk, the title 
d X of “Getting behind the figures’ was suggested 


to me. It seemed to me to be a very good 
one and it was only when I started to set down my 
ideas on paper that I found that a number of points 
which I should want to mention were not directly 
connected with figures. If, how- 
ever, I were to leave out some of 
these points, I should not be 
covering the subject adequately 
and I hope therefore that you 
will forgive me, if, from time to 
time, I appear to go beyond the 
limits of the title of the talk. 
Now the subject of this talk is 
investigations. These may range 
between two extremes; on the one 
hand there is the complete ac- 
countancy investigation in which 
one has full access to the books, 
documents, records, and other 
information of the company or 
group concerned. On the other 
hand, there are the types of in- 
vestigation which have to be made 
with access to little, if any, more 
information than is available to 
the general public in the shape 
of published accounts, statistical 
data, etc. You will appreciate that 
the value of any accountancy in- 
vestigation is limited by the in- 
formation available. 


Types of Investigation 


Accountancy investigations may be carried out for a 
number of different purposes. They may be in 
connection with the issue of securities to the public 
by way of a prospectus or an offer for sale. They may 
be in connection with the amalgamation of two busi- 
nesses involving an assessment of the relative values 
of those businesses. They may be concerned with the 
purchase of a controlling interest in another business 
or even merely with an investment in part of the share 
capital of a business. 

The scope of any particular investigation is, of 
course, limited by its purpose and by the terms of 
reference imposed by one's client. In my remarks 
I shall try to cover a wide field and although many of 
the points which I shall mention are applicable to all 
types of investigation, some of them will be limited 
to investigations for particular purposes. 


The first part of an address given to the Chartered A&count- 
ant Students' Society of London on February 18th, 1957. 
Sir Bernhard Binder, F.C.4., was in the chair. 
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Overall Picture 
In any investigation it is to my mind of the utmost 
importance to get an overall picture of the positiori 
of the business which one is investigating before one 
starts going into any details. Figures are only symbols 
and it is impossible to interpret them with any 
intelligence, unless one has a 
knowledge of the background - 
against which they have been 
prepared. Let me give you some 
| examples of what I have in mind. 

In the first place, if one is 
dealing with a group of com- 
panies, I think that one should 
prepare a family tree showing the 
relationship of the various com- 
panies within the group, whether 
the subsidiaries are wholly or 
partly owned, and the capital 
structure of each of “ne com- 
panies within the group. It is 
important when looking at the - 
capital structures to see whether “7 
they are highly or lowly geared 
and this applies whether one is 
considering the parent company 
or its subsidiaries. For example, 
a subsidiary in which the whole 
of the equity capital may be 
owned by a parent company, 
may at the same time have a 
disproportionate amount of de- 
bentures and preference capital 
in the hands of outside holders. The family tree 
should also show what each company does; whether...» 
it manufactures, or sells, or for example, is a servicing 
organization for the rest of the group.  . 

Secondly, one should see whether the group is of 
a vertical or a horizontal nature. À vertical combine 
having its own sources of raw materials may be much 
more secure than a horizontal combine depending on 
outside suppliers for its basic raw material. On the 
other hand, a vertical organization may be vulnerable 
from the point of view that it is tied to the particular 
type of raw material which it owns at a time when 
research is developing other alternative materials 
which may be cheaper or better or both. 

"Ihen one should look at the type of production. ^ 
Is the business one which is concerned mainly with 
one or two important end products, but which also 
involves the manufacture of a number of by-products 
which have to be sold as well as the main products? 
Alternatively, is it a manufacturing business which 
passes materials from one process to the next and 
is only concerned with selling the finished product? : 


Së 


f Thirdiy, 
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Thirdly, is it a finishing process such as dyeing, which 
depends on other manufacturers for its well-being? 
I have neither the time nor am I trying to give you a 
comprehensive list of all the points which you should 
watch, but I might just mention that you should also. 
look into the distribution side of the business and see 


whether the distribution is to wholesalers, to retailers ` 


or to both, and how it is organized. 


Management 


— I now want to deal with three matters which fall 


somewhat outside the scope of figures but which are 
of the utmost importance in any investigation, 

First, the question of management. The best 
business can be ruined by bad management, and a 
good management can often make quite a success of 
what is in itself not a very good business. It is 
essential, therefore, that we should form an opinion 
regarding the quality of the management of any busi- 
ness which we are investigating; in making this 
assessment we must not only consider the present 
position but must also look to the future and be 
satisfied that continuity of management is ensured. 
‘For example, many businesses are really a one-man 
band and 1f the managing director were to be run over 
by a bus, the business would fall to pieces! One needs 
to be satisfied that at all levela of management, 
m~ younger men are being properly trained to take the 
place of the people who are Ge the time being in 
control. 

There is one point of danger to are I Would draw 
your attention. I mentioned that you should satisfy 
yourselves that provision has been made for continuity 
of management, and it may well be that a managing 
director ot other senior executive is employed under 
a long-term service agreement. This may ensure 
continuity but if, on a change of ownership, differ- 
ences should arise between that managing director 
and the new owners, such a service agreement may 
constitute a considerable liability. 


Economics and Politics 


Secondly, one must consider general questions of 
economics and even of politics. A group which in 
effect only produces one major product may be subject 
to considerable changes in its fortunes as a result of 
general economic trends or may be vulnerable under 
the recommendations of the Monopolies Com- 
mission; similarly it may be liable to nationalization 
in the event of a change of Government. 


" Competition | 
one should consider the question of com- 
petition. T'his may arise either from other companies 
making the same products but doing it more effi- 
ciently or from other similar products which are 
being manufactured by new processes or from cheaper 
substitute materials. — - 

I have mentioned these last two points in order 
to draw your attention to the necessity of taking a 
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broad overall view of an investigation and not merely 
getting involved in details of the figures. 


Financial Position 


'Turning now to the more purely accountancy aspects 
of our investigation, let us consider for a moment 
what it is we are trying to find out. In the first 
instance, Í suggest that we want to consider the 
financial position of the company or group of 
companies under the following headings: 

(1) Is the capital sufficient? 

(2) Is the working capital sufficient? 


(3) Are both going to be sufficient, bearing in mind 
future plans which may be based either on 
normal expansion or be dictated by the necessity 
to develop in a certain direction in the face of 
competition? In this connection you will, of 
course, appreciate that the successful develop- 
rent of a business may easily result in a short- 
age of working capital. Á sudden rise in turn- 
over may involve carrying increased stocks and 
debtors at a time when there has not been 
sufficient opportunity to build up reserves and 
profits to finance this expansion out of the 
company's own resources. 


In addition to satisfying ourselves as to the financial 
position of the company, we shall also want to 
examine the trading results and their trends with a 
view to estimating the probable trend in the future 
and the maintainable earnings of the business. 
Having made up our minds on this latter point, we 
shall then need to consider whether the company 
is likely to make profits commensurate with the 
capital employed in the business, and whether 
additional capital which may have to be employed is 
going to earn an adequate return taking into account 
the risks involved. . 


Examination of Áccounts 


In order to get the answers to our questions we shall 
need to study and analyse the figures disclosed by the 
company's balancé sheets and trading and profit and 
loss accounts. Before, however, we start to do any 
such analysis, it is important that we should be certain 
that the figures we have got are right and that we 
know what they all convey. 

You should make full use of your auditing tech- 
niques and in particular you should examine the 
accountancy procedures and costing system, if any, 
and ascertain whether or not an adequate system of 
internal check is in operation. I propose, however, 
to spend a few minutes dealing with a number of 
points on balance sheets and trading and profit and 
loss accounts which you may not find in the text-books 
and which may be of use to you in carrying out 
investigations. 

You will, I am sure, appreciate that the approach 
in the case of an investigation is different from that in 
auditing, since in the latter case one is only con- 
cerned with the position. as at a date, whereas in an 
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^ investigation one is also considering what the position 


-- is going to be in the future. | 


I think that my easiest plan is to deal with these 
points under various headings, although I shall allow 
myself considerable latitude in wandering about 
from one heading to another. First, let us consider 
certain items on the balance sheet. Í will start with 
the fixed assets. 

Fixed Assets 


In the accounts, fixed assets generally appear at 
‘cost less depreciation’. ‘The accounts do not show, 
however, whether the assets were bought many years 
ago and have been written down steadily at low 
depreciation rates since their acquisition, or whether 
they were bought comparatively recently and have 
been written down very quickly. The first thing 
to do, therefore, is to break down the fixed assets into 
their various classifications — freehold land and 
buildings, leasehold land and buildings, plant and 
machinery, motor-cars, office furniture and equip- 
ment, and so on. It may often be necessary to break 
down these broad classifications into a number of 
different categories. 

Secondly, one should find out the age of the various 
assets and the rates at which they have been depreci- 
ated. Then have a look at the annual maintenance 
charges and try and find out whether the fixed assets 
have been kept in a good state of repair. Some 
fixed assets, if properly maintained, will last almost 
indefinitely without any major replacement. The old- 
fashioned type of Lancashire loom is, for example, 
almost entirely composed of bits and pieces which 
are automatically replaced from time to time as a 
result of good maintenance. After some years, 
nothing remains of the original loom except the 
frame. Other pieces of equipment have a limited life 
and have to 3 completely replaced after a certain 
period however well they may be maintained. 

This brings me to the question of replacement and 
indeed of obsolescence. Fixed assets not only have to 
be replaced from time to time because they are worn 
out, but sometimes, also, because a new process has 
been developed which makes existing equipment, by 
comparison, so expensive to operate that it is virtually 
obsolete. One must therefore see whether the annual 
depreciation charges based on historical cost, together 
with retained profits, are providing sufficient funds in 
the business with which to replace the fixed assets 
at current price levels. It may be that even in periods 
of inflation the depreciation on historical cost will be 
sufficient to provide for replacement since, as a result 
of technological improvements, one may be able to 
buy new machinery capable of a production per £ of 
capital expenditure far greater than the equipment 
which it is replacing. 

As a result of the inflation which has taken place 
over recent years it is now quite common to find 
fixed assets standing in companies' accounts at a 
revaluation ‘figure very much higher than their 
original cost. Similarly, one often finds leasehold 
property which may originally have been held free- 
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hold, or alternatively leasehold at a low rental and 
on which a high profit rental has been created in - 
order to sell the property for a capital sum while | 
at the same time retaining its use. There are three 
points to which I should’ like to draw your attention 
in these connections: 

(x) If fixed assets are revalued one must consider 
whether this revaluation involves an increased 
provision for depreciation, and if so whether this 
increased depreciation has been charged against 
profits. Similarly, if the assets have not been 
written up in the books but one is asked to take 
a high value into consideration in assessing 
asset values, an equivalent increase in the ` 
depreciation charge must be made in studying 
the profits of the business. 

(2) The balance sheet values of the fixed assets 
must be examined in relation to their written- 
down values for tax purposes. If the balance 
sheet values are higher than the written-down 
values for tax purposes, this means, in effect, 
that the difference has got to be written off in 
the future out of taxed profits and not out of 
gross profits before taxation. This clearly has 
an effect on the profitability of the business, but 
I shall refer to it in further detail later under 
the heading of "Taxation equalization accounts’, 

(3) Where high rentals have been created in order -— 
to sell property for a capital sum, one must 
bear in mind that these additional rentals are a ~ 
charge against the profits of the business and 
may prove onerous in less favourable periods. 
Perhaps I might illustrate this point. -One 
business may decide to finance its expansion 
by an issue of preference share capital. Another 
one may raise the same amount by creating a 
profit rental on one of its properties and then 
selling this profit rental for a capital sum. In 
the first case, if the company runs into diffi- 
culties it'can, if necessary, pass.its preference 
dividend. The second company will, however, - 
have to go on paying the increased rental: 
whether times are good or bad. If it defaults 
on the rental it may well lose the use of the 
property. l 

Investments 

All I want to say here is that one should satisfy 
oneself as to the value which is being placed on those 
investments by the directors and, if they are being 
held as a reserve against future capital expenditure, 
that they are readily realizable and are of a nature 
that is unlikely to depreciate unduly before that 
expenditure is required, 


Stocks and Work in Progress 
We now come to the question of stocks and work 


in progress. We all know the problem involved in 


auditing stocks and the difficulties of their valuation. 
Nowadays, however, in investigations, one frequently 
finds that the stock has been consistently under- 
valued over a lengthy period. This is a point which 
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requires careful consideration since in the first place 

it may give rise in the future to a taxation liability 
X. without any corresponding increase in cash resources 
with which to pay for such liability, and in the second 
place it may mislead you if you are not very careful 
as to the ratio between stocks and turnover. It is 
important not to be misled in this respect since 
this is a major factor in assessing future working 
capital requirements. 

Every manufacturing business has to carry certain 
stocks of raw materials but one sometimes finds that 
the actual stocks are considerably in excess of the 
basic requirements. ‘This is a matter requiring careful 
examination, since a speculative position in raw 
materials may involve the business in substantial 
losses during a period of falling prices. 

One final point on stocks is this: whether the stocks 
are overvalued or undervalued, it is of the utmost 
importance to ensure that they have been consistently 
valued throughout the period under review since 
otherwise the apparent trend of profits will be 

affected when you come to analyse the profit and loss 
' accounts. 

Debtors 


I should like to make two points regarding debtors. 
First, you may consider whether you should adjust 
bad debts from the year in which they were written 

- off into the year in which the sales were made in 

-+ respect of which the debts were incurred. 

s There may frequently be cases where such an 
adjustment is undesirable. For example, the bad 
debt may have arisen as the result of a slump in 
trade or an international crisis during a period 
subsequent to the period in which the sales were 
made. In this case you will probably not want to 
make any adjustment. Each individual case therefore 
requires consideration. i 

The second point on debtors is that you should 
examine the length of credit. In other words, you 
want to see what period of turnover the debtors 

Ge E Furthermore, you want to know this not 
only at the date at which you are carrying out the 
investigation but also throughout the period under 
review, since you wish to ascertain whether the 
length of credit is rising, is stable or is falling. This 
is another point which you will have to take into 
account when making up your estimate of working 
capital requirements. 

So far as the other liquid assets are concerned, 
including cash, I need say no more than Pad will 
need to satisfy yourselves that they are really 

, liquid and can be taken into account in your calcula- 
~ tions regarding the sufficiency of the capital employed 
$5 in the business. 


Liabilities 


Tuming now to the liabilities, you are concerned 
rimarily with deciding whether the liabilities have 
een fully stated or whether they are overstated, 

in other words, whether they contain any free reserves. 

In the second place, you are concerned to see whether 

they can be expected to be maintained at their present 
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level or whether, for example, there dre. overdue -. 
creditors who will have to be paid off thus reducing 
the liquid assets available in the business. 

I should like to mention just a few points which 
may be of interest to you in connection with the 
ascertainment of the liabilities of a company which 
you are investigating. First, ‘contingent liabilities’. 
You will all be familiar with contingent liabilities on 
bills discounted, under guarantees to third parties, 
and so on, but you should keep your eyes open 
for special considerations in the particular business 
with which you are dealing. For example, some manu- 
facturing businesses sell their goods with a guarantee. 
There may, therefore, be a contingent liability either 
for the replacement of faulty goods sold or for free 
servicing during the period of the guarantee. 

Some businesses enter into forward contracts either 
for the sale of their products or for the purchase 
of raw materials. It may also be that forward sales 
of raw materials are entered into with a view .to 
eliminating any profits or losses arising from price 
fluctuations of materials which are necessarily held 
in stock. This is done to a considerable extent, for 
example, in the wool trade. 

You may, however, find that the company, either 
by mistake or design, is speculating in raw materials 
by having an unbalanced position with its forward 
contracts. If this is s0, a contingent liability or even 
an actual liability may be involved. One point which 
you should bear in mind is that it is not always 
possible to enter into a forward sales contract for 
exactly the same material as you hold in stock. For 
example, a business may be holding stocks of wool 
tops and may only be able to enter into forward 
contracts for somewhat different qualities. In such a 
case, the prices of the two materials may move 
differently, and this may result in a loss against which 
provision will ru be made. 


Taxation 
In the course of an investigation you will, of course, 
examine the tax computations of the business and 
satisfy yourselves that adequate provision has been 
made for taxation on the basis of profits earned to 
date. In doing this you should bear in mind that 
provisions which may prudently be made against 
possible future losses or liabilities will be allowed for 
tax if and when the losses or liabilities do in fact 
materialize. In addition, you should consider, in 
particular circumstances, whether any liability might 
arise on the company for surtax and to what extent, 
if at all, there 1s a contingent liability for estate 
duty under Section 46 of the Finance Act, 1940. 
Any possible liability under these last two headings 
can only be covered by an indemnity from the 


vendors of the business. 


' Taxation Equalization Account 
'Then there is the question of a taxation equalization 
account and here I should like to enlarge somewhat 
on tht remarks which I made under the heading of 
fixed assets. Quite apart from any question. of 
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revaluation of assets, the incidence of capital allow- 
- ances, and. particularly of initial allowances, fre- 
quéntly results nowadays in the book values of fixed 
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such allowances not been received. You may in these 
circumstances find that it is appropriate to carry toa ~ 
taxation equalization account and to regard as a / 


'asséts being considerably in excess of their written- 
down values for tax purposes. 

'There are two ways of dealing with this situation, 
First, to accept the fact that a considerable part of 
the future depreciation charges will not be allowed for 
tax purposes and that the net profit after taxation 
will therefore be correspondingly adversely affected. 
Alternatively, one can set up a "Taxation Equalization 
Account' equivalent to tax at current rates on the 
difference between the balance sheet values of the 
fixed assets concerned, and their written-down values 
for tax purposes. This taxation equalization account 
can then be utilized year by year to equate the charge 
for taxation so that the net profits after taxation are 
not affected by the position from year to year. 

To set up a taxation equalization account in the 
way which I have just described is perfectly satis- 
factory if one is regarding the business on a going 
concern basis. There is, however, another aspect of 
the problem to which I think I should refer. You may 
be dealing with a proposal to acquire the entire issued 
share capital of a company and you will then be con- 
cerned to see that the purchaser will not be compelled 
to capitalize pre-acquisition profits which have 
betiefited from a deferment of taxation which has got 
to be made good in the future. The effect of initial 
allowances is to defer the payment of tax and at the 
date of acquisition, the profit and loss account 
balance will be larger than it would have been had 


liability a sum equal to the tax on the difference 
between the capital allowances actually granted up 
to the date of acquisition, and those which would 
have been granted had initial allowances not existed. 


Capital 
The only other point on the balance sheet to which 
I should like to refer is the capital of the business. 
There are two points for examination: 


(1) Is the capital well balanced? In other words, 
Is there a disproportionate amount of deben- 
tures and preference capital compared with 
the equity capital thus making it difficult to 
raise additional prior capital on favourable 
terms with which to finance the development 
of the business and to pay for capital commit- 
ments? 

(2) which is really a development of the first point: 
Is the capital highly or lowly geared? If, for 
example, you are acting for clients who intend 
to purchase the equity of a company, your view 
as to the value of that equity will undoubtedly 
be affected by the amount of prior capital in 
issue. T'he more prior capital in issue in relation 
to the equity capital, the greater the risk to the 
equity capital in the event of a deterioration in 
trading conditions. 

(To be concluded.) 


Weekly Notes 


The Proposed Integration Scheme 
SPECIAL MEETING OF MEMBERS OF THE SOCIETY 


An extraordinary general meeting of members of The 
Society of Incorporated Accountants to consider the 
proposals for the integration of the Society with the 
English, Scottish and Irish Institutes of Chartered 
Accountants was held at the Royal Festival Hall, 
London, last Wednesday afternoon. Sir Richard 
Yeabsley, C.B.E., F.C.A., F.S.A.A., President of the 
Society, was in the chair and about too members 
were present. 

After the President had addressed the meeting, he 
moved the special resolution to approve the inte- 
gration schemes which was seconded by Mr Edward 
Baldry, rF.S.4.4., Vice-President. Twelve members 
spoke on the resolution and the discussion was 
summarized by Mr R. A. Witty, F.5.4.4. Opposition 
to the schemes came chiefly from members in local 
government offices and an amendment to the resolu- 
tion was defeated by 938 votes to 136. A vote on the 
special resolution approving the schemes was then 
taken, the result being 927 in favour, and 111 i Re 

The special resolution has now to be sub d to 
a poll of the whole membership and must be passed 


by a majority of not less than three-fourths of the 
members voting. 

We hope to publish a full report of the meeting in 
our next issue. 


Birthday Honours 


It is with pleasure that we offer our congratulations 
to those members of the profession whose names 
appeared in the Birthday Honours List. 

Captain Sir Ian Frederick Cheney Bolton, Bt, 
O.B.E., H.M.L., LL.D., J.P., C.A., becomes a Knight 
Commander of the Order of the British Empire for 
services to the Boy Scout movement in Scotland. Sir 
Ian has been Lord-Lieutenant of Stirlingshire since 
1949 and was President of the Scottish Institute for 
the year 1955-56; he is a partner in the firm of 
McClelland, Ker & Co, Chartered Accountants, of "` 
Glasgow. 

Mr G. R. Freeman, F.c.a., Senior Past President 
of The Institute of Chartered Accountants in 
England and Wales has been awarded the C.B.E. 
Mr Freeman who is a senior partner in the firm of 
Gane, Jackson, Jefferys E Freeman, Chartered 
Accountants, of Finsbury Square, London, is 
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chairman of the Trustee Savings Banks Inspection 
Committee, 

Three other members of the profession receive 
the C.B.E. They are Mr James W. Campbell, C.A., 
financial adviser to the Iron and Steel Holding and 
Realization Agency; Mr J. B. L. Clark, a.c.a., director 
of accountancy services, Ministry of Supply, and 
Mr R. S. McDougall, A.C.A., F.L.M.T.A., who is the 


county treasurer for Hertfordshire. 


The O.B.E. has been awarded to Mr S. V. Adams, ` 


A.I.M.T.A., municipal secretary and treasurer, George 
Town, Penang, to Mr H C. Harper, F.a.c.c.a,, 
chief accountant, National Dock Labour Board, and 
to Mr H. B. Sheasby, M.B.E., J.P., F.C.A., F.S.AA., a 


‘partner in the firm of Middlemiss, Sheasby & Co, 


Chartered Accountants, of London, and joint sec- 
retary, National Federation of Wholesale Grocers and 


Provision Merchants. 


Five members of the profession receive the M.B.E. 
They are Mr L. J. Barrell, F.1.M.T.A., borough 


. treasurer, Colchester, and hon secretary, Colchester 


Savings Committee; Mr F. D. Cresswell, F.A.C.C.A., 
revenue accountant, British European Airways 
Corporation; Mr H. C. F. Gill, A.C.A., senior account- 


ant, Ministry of Power; Mr F. C. Goodger, A.5.4.4., 


' accountant, Colonial Development Corporation; and 


Mr R. G. R. Marshall, A.5.4.A., director and secretary, 


— Seccombes Ltd of Cardiff, and hon secretary, Cardiff 
"e Savings Committee. 


Author's Posthumous Royalties 
not Assessable 


Royalties payable after an author's death under 
contracts made during his lifetime have been held 
in the High Court not to be separately assessable to 
income tax (Carson v. Cheyney's Executor (The Times, 
June 7th, 1957)). The Inland Revenue had sought 
to distinguish the present case from Purchase v. 
Statner' s Executor ([1952] A.C. 280) and argued that 
the principle established in Bennett v. Ogston (15 


A IC 374, 378) applied, ie. that after a trade or 


profession had ceased on the death of the taxpayer, 
and payments of an income nature were received 
thereafter, these payments constituted a new source 
of income since they represented income from pro- 
perty. The General Commissioners rejected this 
contention, and Harman, J., has confirmed their 
decision. He said the distinction sought to be drawn 
by the Crown was too fine. All the contracts must be 
looked at as part of the author's professional activities. 
If the Crown did not take all the potential receipts into 
account when taxing the profession year by year, it 


ions not exact further tax in respect of the same 


activity by using another case of Schedule D. 


Improved Statistics 


The White Paper on Employment Policy issued in 
1944 laid down the broad lines which were to be 
followed with regard to the collection, use, and publi- 
cation of economic statistics in the post-war era, and 
an article describing recent developments has been 
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1955 most of the objects laid down by the White 


Paper had been achieved, but it was realizéd that the. 


statistical material at the disposal of the Government 
was stil inadequate to permit an up-to-date and 


accurate assessment of the current economic situation ` 


to be obtained, much less to forecast immediate 
future trends. At the close of the summer session, in 
August 1956, the then Chancellor of the Exchequer, 
Mr Macmillan, announced the further steps to be 
taken to remedy the defects. 

The article deals in particular with the progress 
made with regard to these latest requirements, but it 
also shows the wealth of statistical information which 
is now being collected. Recent developments include 
the calculation of a seasonally corrected index of 
industrial production, the extension of the inquiry 
into capital investment and investment intentions to 
the distributive and service trades, the institution of a 
new inquiry into new contracts received by building 
and civil engineering industries, an extension of the 
information on stocks, and the preparation of quarterly 
estimates of national income and expenditure. New 
information in the process of collection includes 
quarterly estimates of profits from a large sample of 
firms, and quarterly estimates of wages and salaries. 
For this it has been necessary to devise a sampling 
scheme to cover the 28 million tax deduction cards 
which are used in connection with P.A.Y.E. 

A continuing sample survey of family expenditure 
was started at the beginning of 1957. The information 
on capital investment, profits and salaries and wages 
is required for the quarterly estimates of national 
income and expenditure. The family expenditure 
inquiry will provide more details of personal con- 
sumption for these estimates and enable a check to be 
kept on the weights used in the official Index of 
Retail Prices. 


Charity Giving Facilities to Covenantors 


The Court of Appeal has dismissed the appeal of a 
charity for repayment of income tax deducted from 
covenanted payments received by the charity (C.I.R. 
v. National Book League, The Times, May 318t, 1957). 
Giving judgment, the Master of the Rolls said the 
League was founded in 1925 for purely charitable 
purposes. But the fact that a body was recognized as 
a charity was not conclusive; the question remained 
whether covenanted sums paid to it were paid with- 
out condition and not in return for some considera- 
tion. In the present case there was no obligation on 
the League to continue to provide existing amenities; 
but members who paid under a covenant had a right 
to enjoy whatever amenities might be provided. The 
Commissioners had. considered that the benefits 
received by covenantors were so trifling that they 
might be disregarded, but looking at the reality he 
did not agree. The covenanted payments were not 
‘annual payments’ for tax purposes and accordingly 
the League could not recover from the Inland 
Revenue the tax deducted. 
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Bankruptcy: Meaning of 'Cross Demand' 

The Bankruptcy Act, 1914, by Section 1 (1) provides: 
‘A debtor commits an act of bankruptcy in each of 
the following cases: 

(g) If a creditor has obtained a final judgment 
against him for any amount and... has served on 
him a bankruptcy notice... and he does not. 

either comply with the requirements of the 
notice or satisfy the Court that he has a counter- 
claim set-off or cross demand which equals or 
exceeds the amount of the judgment debt. 

In Re A Debtor (The Times, May 30th, 1957), a wife 

had a bankruptcy notice issued against her husband 

in respect of a judgment debt of some £636. She 
also petitioned for dissolution of the marriage and 
the husband thereafter brought proceedings under 

Section 17 of the Married Women's Property Act, 

1882, in respect of jewellery and other chattels in the 

wife's possession, valued by her at £6,000 and by him 

at £20,000. The Court of Appeal (Jenkins, L.J., 

dissenting) held that the husband's was a 

cross demand satisfying Section x (1) (g). Roxburgh, 

J., added that the debtor's claim must be a bona fide 
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one, but there was no evidence of mala fides in the 
present case.” 


Miners’ Houses as Industrial Buildings 


‘The House of Lords has dismissed the appeal of the 
National Coal Board against the Court of Appeal 
decision that dwelling-houses belonging to the Board 
at its collieries are not industrial buildings for the 
purpose of capital allowances (The Times, May 30th, 
1957). Lord Radcliffe said the point was a short one: 
whether the houses came within the description in 
the proviso to Section 8 (3) of the Income Tax Act, 
1945, namely ‘a building or structure . . . likely to 
have little or no value to the person carrying on the 
trade when the mine... is no longer worked.’ The 
issue came down to deciding whether *when' meant 
‘if’. The houses were shown to have a likely alter- 
native use as ordinary dwellings, and they were not, 
therefore, within the proviso. It was true that the 
mine might go on being worked for another hundred 
years or so, but in that case the houses would have 
ceased to exist at all. 


Reviews 


Professional Ethics of Certified Public 
Accountants 


by Joun L. CAREY 


(American Institute of Accountants, New York. 
$4, cloth bound; $3, paper cover) 


Mr Carey, who is executive director of the American 
Institute of Accountants, published a treatise on the 
ethics of the profession in 1946. Since then, the num- 
ber of certified public accountants has increased from 
28,000 to 54,000, and the scope of the services 
rendered by accountants has expanded similarly. It 
is understandable, therefore, that this completely 
revised and rewritten version of Mr Carey's study 
should be considerably r than the ori 
The first part of the book deals with general 
principles. It defines the purposes and usefulness of 
rofessional ethics and draws clear distinctions 
Bee, ideals, ethics and rules of conduct. It also 
considers at length the statement that competence, 
responsibility and a desire to serve the public are the 
three expected characteristics of a member of a 
recognized profession, applies it to the accountancy 
profession and concludes with some observations on 
the cultivation of the professional attitude. In the 
second part, Mr Carey discusses the ethical responsi- 
bilities of the accountant in such particular aspects of 


‘his work as auditing, tax practice and management 


services. The third part of the study covers the prac- 


tising accountant’s relations, firstly, with clients and, 


secondly, with fellow practitioners, and ends with a 
few references to rules regarding the organization and 
descriptions of professional firms. 

It is interesting in comparing Mr Carey’s book 


'* 


with the paper on professional ethics given at the — 
Institute's summer course last year by Mr Donald V.™ 
House, F.C.A., to note how closely in agreement are ~ 


the American and Britisli viewpoints on the subject. 
It is true that, in each instance, the opinions expressed 
are personal, but both Mr Carey and Mr House know 
the profession intimately and although their pro- 
nouncements have not the official blessings of their 
respective institutes, they express admurably the 
sentiments of very many individual accountants. It 
is a good omen for the future of the profession that 
two such authorities, writing independently on 
opposite sides of the Atlantic, should harmonize so 
well on the essentials of their themes. 


Key to Income Tax and Surtax 
Forty-third Edition (Budget Edition 1957) 
Edited by RONALD STAPLES 
(Taxation Publishing Co Ltd, London. 
10s sd post free) 
One can but marvel at the rapidity with which each 
new Budget is followed by a new edition of this well- 
known work, which certainly requires no intro- 
duction. By the time these words appear it will have 
been on the market a month already, long before the 


Ios net; 


completion of the Committee stage of the new” 


Finance Bill. There is a very great advantage in 
having a clear concise text-book covering the whole 
field and showing the impact of the new provisions 
in their context. Nearly two months more must 
pass before the Bill even reaches the statute book; 
in the meantime it would be EES to have a 
more up-to-date textbook. 
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SHORTER NOTICES 


How To Form a PRIVATE Company. ‘T'wenty-fifth 
Edition, by Stanley Borrie. (Jordan &* Sons Ltd, 
London. 4s 6d net.) The sub-title of this fifty-eight- 
page booklet is ‘An explanation of the documents 
lodged on incorporation and the principal statutory 
requirements affecting private companies’. It con- 
tains a necessarily very brief account of the history 
of company law and of the manner in which a private 
company can be formed. | 


THE PRINCIPLES OF Company Law, sixth edition by 

O. Griffiths, M.A., LL.B., Barrister-at-Law and E. 

. Miles Taylor, r.C.4., F.S.A. (Textbooks Ltd, 

P Harpenden, 20s net.) This new edition of an already 

-~ well-known students’ textbook of company law 

brings the book up to date as at the end of 1956. 

New decisions since. the last edition have been skil- 

fully woven into the text and students who have 

mastered the book. need fear no surprise at the 
examination. 


INCOME Tax LAW AND PRACTICE Ree 
edition) by Cecil A. Newport, F.A.C.C.4. and H. G. S. 
Plunkett, Barrister-at-Law. (Sweet & Maxwell Ltd, 
London 30s net.) This latest edition of a well-known 
textbook embodies the changes wrought by the 
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Recovery in gilt-edged stocks has been a welcome 
feature of the stock-markets. The Treasury’s decision 
to allow blocked funds to be invested in war loan has 
assisted a market which has been out of favour for 
some months. Hopes are held of lower Bank rate 
later in the year but it is difficult to justify such a 
move against the current economic background. The 
firmer gilt-edged tone has assisted a rather tired equity 
section. 


a Race Course Accounts | 
We reprint this week the accounts of The Folkestone 
Race Course Co Ltd. There is quite a homely look 
about them compared with the multi-million accounts 
of the big public companies which more often are 
reproduced tn this column. The shillings and pence 
and the ‘to’ and ‘by’ which in that larger context 


into the Race Course picture. There is even the old 
friend of our youth, the ‘Forfeited shares account’ 
in real life, an item that is really never seen in the 
accounts of the big public companies. 
The loss this year is attributed to adverse racing 
$~ results due mainly to the wet summer in 1956. In 
the circumstances, the directors have forgone their 
fees, thus reducing the figure in the accounts to 
| £258 7s 5d. Profit or loss, however, the Exchequer 
took its first cut through. entertainment tax which 
provided £7,479 for the collector. 
The directors are proposing to split the benefit 
| of the abolition of entertainments duty {as from 
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Finance Acts of 1955 and 1956, and maintains its 
customary high standard of reliability. 


RECENT PUBLICATIONS 


FILING SYSTEMS: their Principles and their EE to 
Modern Office Requirements, by Edward Cope and 
C. Ralph Curtis, PH.D., M.SC. (Econ. ), F.C.1.8. 4th edition. 
a pp. 71 X5. tas 6d net. Sir Isaac Pitman & Sons 

Ltd, London. 

Tax Case: reported under the direction of the Board of 
Inland Revenue. Vol. 36, Part 9. pp. 587-652. 35s net. 
H.M.S.O., London. 

PUBLIC AUTHORITIES’ STORES, SMALL PLANT AND 'l'ors 
AccouNTING CONTROL: A research study. 117 pp. 
84 54. 15s post free. Institute of Municipal Treasurers 
aod Accountants, 1 Buckingham Place, Westminster, 

I. 

Sucar Beet: Cost AND RETURNS, 1954. Mimeographed 
report No. 52. 12-+ili pp. 10 X 8. 15 6d post free. Farm 
Economics Branch, School of Agriculture, University of 
Cambridge. 

DIFFERENTIAL RENTS: A Factual Survey by R. A. Emmott 
B.SC.(ECON.), A.I.M.T.A. 5t pP. 84x54. or 6d post free. 
Institute of Municipal Treasurers and Accountants, 
1 Buckingham Place, Westminster, SW1. 

Hovusinc FINANCE AND ACCOUNTS, 2nd edition, by W. L. 
Abernethy, A5.A.A., F.LM.T.A., and A. R. Holmes, 
M.SC.(ECON.), A.I.M.T.A. xi+264 pp. 84x54. jos net. 
Shaw & Sons Ltd, London. 

Gas INDUSTRY FINANCE, by Wilfred Bailey, ?».8.4.4., 
F.l.M.T.A. 30 pp. 84x $i. The Institution of Gas 
Engineers, 17 Gs svenor Crescent, London, SW1. 


Finance and Commerce 


May 5th) with the racing public through reductions 
in admission prices and also, if possible, increasing 
prize money. Some portion of the amount formerly 
paid in duty will be retained by the company for 
general purposes, a decision obviously justified by 
the company’s financial position. 


Good Beginning 

We like the manner of showing the profit position 
in the first accounts, of A. J. Wait (Holdings) Ltd. 
This company was formed last year to bring into one 
group A. J. Wait & Co Ltd, builders, store fitters, 
etc., S. C. Williams & Co Ltd, blind and curtain 
makers, Wren Craft Furniture Ltd, self-assembly 
furniture makers, Arthur Foulds Ltd, timber mer- 
chants, Practical Finance Co Ltd, insurance brokers, 


and Fairlawn (London) Ltd, builders’ merchants 
would seem so out of place seem to fit more readily ` 


and ironmongers. On the whole, one would say that 
it seems quite an appropriate grouping of businesses. 
The company's housing estates on the southern 
borders of London are probably known to many of 
our readers. 

When the shares were marketed last year, the 
directors estimated that in the absence of unforeseen 
circumstances and with reasonable trading conditions, 
the combined net profits for the year to February 
28th, 1957, would not be less than £40,000 subject 
only to taxation. 

Among ‘unforeseen circumstances’ for builders, 
howevér, may be included. the weather and what 
was not foreseeable at the time was that the winter 
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of 1956-57 would turn out to be so good for those 
who work outdoors. Thus it is that these first 
accounts actually show a combined net profit figure 
of £72,770 which is attributed in part to the ‘mild 
climatic conditions of the past winter’. 

The point about the profit statement is that 
having given the year’s figures with those for the 
previous year on the opposite side of the narrative, 
the directors then show in two further columns 
(to the extreme right) how the year’s figures are 
apportionable to the pre- and the post-acquisition 
periods, £52,833 and £19,937 respectively. The 
effective date for the apportionment is November 21st. 

The profit and loss account then continues to 
appropriate the post-acquisition profits after taxation. 
There then follows a ‘Calculation of capital reserve’ 
which opens with £28,808, the pre-acquisition 
profits after tax. From this is. deducted the net 
preference dividend for the period to November 2oth 
(£1,096) and the cost of acquisition of subsidiaries 
being the amount not represented by net tangible 
assets at book values at March ist, 1956 (£18,361). 
There remains, therefore, £10,477 as capital reserve. 


I.C.F.C. 


"We have rafts of accountants, said Lord Piercy 
commenting on the internal working of the Industrial 
and Commercial Finance Corporation, of which he 
is chairman. He was referring in particular to the 
‘after care’ processes in assisting the small and 
medium-sized industrial companies which it is the 
Corporation's purpose to finance. 

These companies are able to draw on the technical 
resources of the Corporation and assistance often 
takes the form of advice on costing and internal 
accounting systems. It is not the Corporation’s 
general policy to be represented on the board of the 
companies financially assisted but, where a director 
is appointed, ‘it is invariably an accountant’. l 

Externally, the profession is in close touch with th 
Corporation. As much as 394 per cent of 587° 
separate financing operations carried out by I.C.F.C., 
involving some £208 million, has been introduced by 
accountants. ‘That, of course, is only natural, said 
Lord Piercy ~ and that seems comment enough. 

Last year I.C.F.C. felt the 'credit squeeze' in two 
ways — the squeeze on its applicants and the squeeze 
on its own resources, At £2,496,000 net, new business 
was I2 per cent below the average for the past five 
years and definitely below the average of the pre- 
ceding five. Currently, I.C.F.C. is assisting in the 
financing of nearly 600 companies. 


Money Market 


Bidding at {£99 os 8d, the discount market forced a 
lower Treasury bill rate on June 14th. The average 
rate was £3 17s 3:26d per cent. Applications for the 
£240 million of bills offered and allotted totalled 
£409,905,000. The market’s allotment was*4o per 
cent. This week's offer is £250 million. 


THE FOLKESTONE RACE COURSE COMPANY LIMITED 


Profit and Loss Account for the Year ended 3/st December, 1956. 


1955 


1955 . 
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The Accountant Annual Awards for 1957 for com- : 


pany reports and accounts were presented by the 
Rt. Hon. The Lord Mayor of London, Colonel Sir 
Cullum Welch, ong, M.C., at a ceremony held last 
Tuesday in the Mansion House. 

Mr Ronald Staples, Editor-in-Chief of The 
Accountant, presided over a large company of dis- 
tinguished personalities representing the City, the 
professions, industry and commerce which had 
assembled by invitation in the Egyptian Hall. The 
Lord Mayor was accompanied by the Lady Mayoress, 
and by Mr Alderman and Sheriff F. A Hoare and 
by Alderman and Sheriff Sir James Miller, D.L., 
LL.D., and Lady Miller. 

Álso on the platform were Sir Walter Benton 
Jones, Bt., Chairman, The United Steel Companies 
Ltd; Mr J. Carl Ross, Chairman, Trawlers Grimsby 
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ANNUAL AWARDS 


FOR REPORTS AND. ACCOUNTS OF 
PUBLIC COMPANIES 


June 22nd, 1957 


Presentations by the Lord Mayor of London 


Ltd; Mr W. H. Lawson, C.B.E., B.A., F.C.A., President, 
The Institute of Chartered Accountants in England 
and Wales; Sir Richard Yeabsley, C.B.E., F.C.A., F.S.A.A., 
President, The Society of Incorporated Account- 
ants; Mr A. C. S. Meynell, F.a.c.c.a., President, The 
Association of Certified and Corporate Accountants; 
Mr Montagu Gedge, oc, Chairman of the Panel 
of Judges of The Accountant Annual Awards, and 
the members of the Panel: Mr W. L. Barrows, J.P., 
F.C.A., Vice-President, The Institute of Chartered 
Accountants in England and Wales, Mr C. I. R. 
Hutton, B.A., C.A., The Rt. Hon. Lord Latham, J.P., 
F.A.C.C.A., Mr Bertram Nelson, C.B.E., J.-P., F.S.A.A,, 
Immediate Past-President, The Society of Incor- 
porated Accountants, Mr G. Tyser, Mr Arthur E. 
Webb, Editor, The Accountant. A full list of those 
who accepted invitations appears on another page. 


The Chairman's Address 


Opening the proceedings, Mr Ronald Staples said: 

*From our panel of judges, from eminent accountants 
and stockbrokers, and from many other sources, we 
have heard the view expressed that the reports and 
accounts of public companies generally have shown a 
considerable improvement in recent years and this is 
believed to be largely due to The Accountant Annual 
Awards. 

A. Duty of Shareholders 


‘We instituted these Awards in the interests of 
shareholders and, while much has been achieved, very 
much more improvement can be brought about by 
shareholders themselves. They are the proprietors of 
these public companies and it is their duty to them- 
selves and to their fellow shareholders to see that the 
directors render accounts of their stewardship which 
can be understood by the merest layman. Accounts 
may be deceptive without showing actually wrong 
figures. The clarity of public company accounts and 
reports provides a reliable thermometer of the national 
commercial integrity. 

‘Many shareholders are ignorant of accountancy 
principles and it is not enough that they should be 
given a formal account even though it may conform 
to the highest accountancy standards. It is safe to say 
that a large majority of owners of shares cannot read a 
balance sheet and it follows that the clarity of the 
directors’ report is of the utmost importance. It $ not 
enough to show shareholders the amount of the 


dividend the directors consider appropriate, it is 
necessary to show also the trend of the business and 
why the directors regard such a dividend as justified. 


Shareholders' Apathy 


‘I believe that the main cause of the publication of 
inadequate accounts and reports of public companies 
is the apathy of the shareholders themselves. So long 
as the customary dividend is received few of them 
seem to be concerned about the real health of the 
concern or to go out of their way to ascertain that the 
money they have invested is in safe hands and reaping 
the best possible yield. Not one per cent of the share- 
holders in this country attend the annual meetings of 
their companies in the ordinary way, yet if some 
refreshment or entertainment is provided at those 
meetings, the shareholders turn up in large numbers. 
At one meeting this year an excellent lunch was served 
on board two steamers during a delightful trip down 
the ‘Thames and over 3,000 shareholders applied for 
tickets to attend despite the fact that the Chairman was 
to speak for over an hour. It will be a sad state of 
affairs if shareholders come to select companies in 
which to invest by considering which annual meetings 
provide the most pleasant entertainments rather than 
which prepare the clearest accounts and reports of 
their business activities. I pray the time may never 
come when The Accountant offers awards for the most 
entertaining shareholders' meetingl 


LÁ 
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Life Blood of Industry 


‘As recently as last Sunday a party léader said that 
company shareholders have played no, part in the 
success of Britain's industry. If the providing of the 
very life blood of industy has played no part in its 
success, then that assertion is true, but we may well 
ask where this country would be today if investors had 
not put their money at the disposal of industry. 

"Ihis politician also said that much of Britain's 
industry was run by large companies over which their 
shareholders bad virtually no control. This charge 
comes strangely from one who has done so mucb to 
see that family businesses, whose owners do exercise 
the closest control, are given such scant consideration. 
Had the speaker said “Over which the shareholders 
had virtually exercised no control", then there would 
have been a large element of truth in this statement. 

‘He went on to say this of shareholders, '"Ihey 
perform no function, they just receive the dividends 
and capital gains, and that is a development which I 
think is of very great significance for our whole future. 
If you ask me what makes for success in the running of 
industry today", he said, “it is certainly not the part 
played by the shareholders. I would say it was good 
management and good relations between management 
and employees”. 

*Good management and good relations between 
employers and employees are indeed of vital i importance 
to the success of industry, but are shareholders going 


THE 
ACCOUNTANT 


to admit the charge that they perform no function other 
then providing the money? Critics of shareholders 
must not lose ‘sight of the fact that there have been 
many instances in recent years when shareholders have 
sprung to life to prevent boards of directors taking 
steps which the shareholders have not considered to 
be in the best interests of the companies. 

‘Accounts and reports of public companies should 
show the facts understandable by the shareholders 
who invest their money in the concerns and also by 
the workers who may invest their money as well as 
years of their lives in them. Workers often acquire the 
most fantastic ideas of shareholders’ profits from 
accounts and reports which fail to present the truth 
in understandable form. 


Need for Brighter Government Accounts 
"What has been said of public companies can be 
said with even greater emphasis of our great Govern- 
ment undertakings whose accounts and reports are of 
the dullest and least informative. It would be a wonder- 
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ful thing if our Government departments would give a - 


lead in the provision of more informative and brighter 
accounts. 

‘It is gratifying to know that this year we have 
received a record number of accounts and reports for 
our competition. We of The Accountant owe a debt of 
gratitude to the panel of judges who have voluntarily 
given of their time and outstanding experience to their 





Sir Walter Benton jones, Bt., Chairman of The United Steel SC Ltd (left), receiving ‘hia company’ s Award from 
; the Lord Mayor of London. 
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arduous and exacting task. When we were nominating 
our panel, I expressed the view that if we could 
persuade Mr Montagu Gedge to preside over its 
deliberations, the whole venture would be a success 
and I am convinced that my view was justified. This 
year we have two new members on our very distin- 
guished list of judges to replace Sir Harold Barton and 
Mr Thomas Lister, who have retired from the panel 
after giving yeoman service to the undertaking. 
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I am pleased to say that Mr Donald V. House, F.c.a., 
and Mr C. I. R. Hutton, B.A., C.A., have consented to 
fill their places. 

‘As you will know, one of the 1957 Awards has been 
won by The United Steel Companies Ltd and the 
other by Trawlers Grimsby. Ltd. I leave Mr Montagu 
Gedge to tell you of the merits of the entrants and I 
would first ask you, my Lord Mayor, to be kind 
enough to present the Awards.’ (Applause.) 


The Lord Mayor of London 


After presenting the Awards, the Right Hon. The 
Lord Mayor of London, Colonel Sir Cullum Welch, 
O.B.E., M.C., said: 


‘It gives me great pleasure to be here today and to 
be asked to make this presentation. Readers of Thomas 
Hardy may remember that Tess’s landlady was too 
deeply commercialized by her long and enforced 
bondage to that arithmetical demon, Profit-and-Loss, 
to retain much curiosity for its own sake; and I am 
afraid that many of us- particularly in this great 
commercial centre of the world’s trade — are finding 
similarly that the financial side of our business affairs 
is now occupying more and more of our time at the 
expense of recreation and leisure. I suppose it is for 
that reason that we employ accountants — those of 
us, that 1s, who are not themselves accountants.— in 
an attempt to ease the pressure. 

"Ihe accountancy profession, for its part, has long 
realized that financial statements have a habit of 
growing more complex in keeping with the times and 


has made great efforts to encourage companies to ` 


produce accounts which are, at the same time, more 
straightforward and more informative. To further 
this highly desirable aim, you, Sir, I understand, had 
the excellent idea some years ago of presenting Annual 
Awards to those companies whose accounts best 
exemplified those ideals; and that is why we are all 
here today — to hand over these magnificent Awards 
to the very worthy winners. 

‘I understand that The Accountant is read by 
accountants all over the world and has long exercised 
a most beneficial influence on professional thought so 
that this competition is fully in keeping with your 
paper's policy and tradition. I congratulate you on 
your continuing enterprise. 

‘I should like also to congratulate this year's winners 
in carrying off these beautifully wrought sconces. I 
wish you every success in your endeavours to ensure 
that company financial information continues to be 


` set out in a lucid, as well as in ani illuminating, manner. 


I thank you, too, for having given me the opportunity 
to come here today and make these presentations.’ 
(Applause.) 





The Lord Mayor of London presenting the Award for Trawlers Grimsby Ltd to Mr J. Carl Ross, Chairman of the company. 
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After the presentations: The Lord Mayor and Lady Mayoress (centre) with (to the left) Mr Ronald Staples; 
Mrs Pamela Stephenson and Sir Walter Benton Jones; and (to the right) Mrs Ronald Staples and Mr and Mrs J. Carl Ross, 


E 


Some visitors from overseas with Mr Arthur E. Webb, Editor of The Accountant. Left to right: Mr G. E. Fitzgerald, 

F.C.A.(AUST.), F.A.S.A., Immediate Past-President, The Australian Society of Accountants; Mr Cornelis Mollink, F.C.W.A., 

President, South African Branch, The Institute of Cost and Works (Accountants; Mrs Mollink; Mr Webb; Mr M. B. T. 

Davies, A.C.A., C.P.A., Chairman, Editorial Committee, The Institute of Internal Auditors (New York); Mrs Fitzgerald; 
Mrs Davies. 
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Acknowledgments of the Presentations 


Sir Walter Benton Jones, Bt., Chairman of The 
United Steel Companies Ltd, said: 


‘On behalf of the company which I represent I 
want to say how honoured and how pleased we are to 
have been picked as the winner of one of the two annual 
Awards given by The Accountant. It may seem strange 
to discover that there are degrees of efficiency in 
accountancy. We certainly look for accuracy; but are 
there degrees in accuracy? 

“Those of us who spend our lives in doing things 
and making things begin by wondering: ''Why 
accountants?’’ — and I was one of them, until I became 
converted. 

‘Accountants have, of course, played a leading part 
in commerce and industry for centuries, and they 
have been progressive. In comparatively recent times 
they have "had a go” at profit and loss accounts and 
balance sheets. The profit and loss accounts, instead 
of being algebraic equations, have become merely 
additional and subtraction sums — mostly subtraction! 
In other ways, too, they have abandoned disguise and 
adopted notes and explanations. 

‘May I say a word about Mr Peddie, the secretary 
of our company, and Mr Miln, his accountant. To- 
gether they have been the accountants, authors and 
artists whose work the judges have been pleased to 
commend. To them it has been a great source of 
satisfaction to have achieved this distinction, and it 
has given pleasure to all the members of their staff. 

‘Annual accounts and reports, as we see them, are 
not just matters of figures. In any works or business, 





the people who run them, from the bottom to the top, 
become a community in which all spend their working 
lives. To them the works or offices are the places 
where they work every day and the things which they 
do are their daily jobs. To them they are as intimate 
and valuable as their own possessions. 

‘They do not like these activities to appear to 
proprietors as just one of a list of producers of profit 
and loss accounts. They like the proprietors to look 
upon their activities as living things which their 
community is operating, and often expanding for them 
and guarding against any eventuality. 

‘It is these ideas which Mr Peddie and Mr Miln, 
with this pride, have tried to portray in the composition 
which the judges have found worthy of this prize 
which The Accountant has so generously given and 
which you, My Lord Mayor, have so kindly presented. 

‘In conclusion, may I repeat our sincere appreciation 
and thanks to The Accountant for the prize and our 
thanks to you, my Lord Mayor, for kindly presenting 
it.” (Applause.) 


Mr J. Carl Ross, Chairman of Trawlers Grimsby 
Ltd, said: 


‘You will all appreciate how delighted I am to 
receive this Award on behalf of my company. When I 
was young I had hopes of becoming an artist — how- 
ever, I studied book-keeping and accounts instead — 
and I can therefore appreciate the beauty of this 


% 


Award which my company has been privileged to win. »# 


I believe that the accounts which a company publishes 
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Left to right: Sir James Millard Tucker, Q.c.; Mr ATC. S. Meynell, F.a.c.c.a., President, The Association of Certified and 
Corporate Accountants; The Rt. Hon. Lord Latham, J.P., F.A.c.c.A., a member of the Panel of Judges; Lady Latham. 
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Left to right: Mr W. S. Carrington, F.c.A.; Sir Richard Yeabsley, C.B.E., F.C.A., F.S.A.A., President, The Society of Incor- 
porated Accountants; Mr I. A. F. Craig, O.B.E., B.A., Secretary, The Society of Incorporated Accountants. 


each year should present, in a clear and interesting 
form, the fullest possible information about its activities. 

"We feel that we have a duty to the general public 
as well as to our industry and our shareholders, to see 
that our accounts are presented in such a form that the 
financial results and turnover are there for all to see 
in the fullest detail. In that way we believe we may 
help to educate the public to take, in these matters, 
the interest which is so essential. 

‘May I also express the appreciation and satisfaction 
of our staff who share our pleasure at having secured 


this Award.’ 


The Chairman of the Panel of Judges 


Mr Montagu Gedge, Q.c., chairman of the Panel of 
Judges, then addressed the company and said: 


'As Chairman of the Panel of Judges I have to 
report that the difficulty of selection was this year 
much greater, chiefly because accountancy techniques, 
form of presentation and format of accounts have 
improved so tremendously. 

"We get criticism, of course. People say “Why did 
you select those accounts this year as against some 
other company's accounts?" and many ask what are 
the merits upon which we make our decision. They were 
decided upon by the original members of the Panel, 
four years ago, all together and after a good deal of 
discussion; and every member of the Panel who has 
come in has adopted them and likes them. Beyond 
that I will tell you nothing because if I did so we 
should be attacked, for this or that reason. 

"We enjoy our work and our meetings. We have 
discussions and criticize and there is a good deal of 
friendly hostility in our interchanges; but both Awards 
were unanimous. I hope you will all agree that this year 


we have chosen well 


(Applause.) 


and wisely. Thank you.’ 


The Guests Welcomed 


After the guests had been welcomed by Mr Arthur 
E. Webb, Editor of The Accountant, the Chairman 
invited the company to drink the health of the 
winners of the Awards. 





E 


Mr Montagu Gedge, Q.c., Chairman of the Panel of Judges 
of The Accountant Annual Awards, with Mr Bertram Nelson, 
C.B.E., J.P., F.S.A.A., a member of the Panel. 
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Guests at the Presentation Ceremony 


Those who accepted invitations were: 

Mr ROBERT ADAMS, C.A., Convenor, London Local Committee, 
The Institute of Chartered Accountants of Scotland, and Mrs 
ADAMS 

Str FREDERICK ALBAN, C.B.E., LL.D., J.P., 
President, The Chartered Institute of Secretaries 

Mr A. S. ALEXANDER, Director, Trawlers Grimsby Limited, and 
Mrs ALEXANDER 

Mn S. W. ALEXANDER, Editor, City Press, and Mrs ALEXANDER 

Miss E. B. ALLEN, Director, Taxation Publishing Co Limited 

Mn W. M. ALLEN, B.A., an Assistant Secretary, The Institute of 
Chartered Accountants in England and Wales, and Mrs ALLEN 

Mr W. J. Annis, Managing Director, Burroughs Adding Machine 
Limited, and Mrs Arris 

Mr H. GARTON ASH, O.B.E., M.C., F.c.A., and Mrs GARTON 
AsH 

Mr ALGERNON AsPREY and Mrs AsPREY 

Mr CHARLES W. ASTON, A.C.A., General Manager, Peninsular 
and Oriental Steam Navigation Co 


F.S.A.A., F.C.L.S., 


President, The 
Institute of Chartered Accountants in England and Wales, 
with Mrs Lawson. 


Mr W. H. Lawson, C.B.E., B.A., F.C.A., 


Mn E. H W. ATKINSON, London Editor, The Birmingham Post 

Mr W. O. ATKINSON, M.B.E., F.1.M.T.A., President, The Institute 
of Municipal Treasurers and Accountants, and Mrs ATKINSON 

Mr Epwarp BALDRY, F.S.A.A., Vice-President, The Society of 
Incorporated Accountants 

Mr S. E. BAnxs and Mrs BANKS 

Mr C. Percy BARROWCLIFF, F.S.A.A., and Mrs BARROWCLIFF 

Mn W. L. Barrows, J.P., F.C.A., Vice-President, The Institute of 
Chartered Accountants in England and Wales, and Mrs BARROWS 

Sır HAROLD BARTON, F.c.A., and LADY BARTON 

Mn R. P. BAULKWILL, C.B.E., Public Trustee 

Proressor W. T. BAXTER, B.COM., C.A. 

Mr R. T. BELL 

MR H. A. BENSON, C.B.E., F.C.A., and Mns BENSON 

Mr STANLEY J. D. BERGER, M.C., r.c.Ls., Director, The 
Institute of Cost and Works Accountants, and Mrs BERGER 

Mr C. V. BEST, F.s.A.A. 

Mr K. W. Bevan, A.c.A., Chief Accountant, British Overseas 
Airways Corporation, and Mrs BEVAN 

Mr RoraNp Bip, Deputy Editor, The Economist, and Mrs 
Bn 

Mr A. E. Brock, Misa Block & Anderson Limited, and Mns 


Brock 
a 





MR James Bonsav, F.C.W.A., President, The Institute of Cost and 
Works Accountants, and Mns BORSAY 

Mr W. T. Boston, O.B.E., Senior Esquire to the Rt. Hon. The 
Lord Mayor 

Mn A. J. BRAY, M.A., A.C.A., Member of the Council, British 
Computer Society, and Mrs Bray 

PROFESSOR F. SEwELL BRAY, F.G.A., F.S.A.A., and Mrs SEWELL 
BRAY 

Mr ALAN T. BROWN, M.A., A.L.M.T.A., Assistant Secretary, The 
Institute of Municipal Treasurers and Accountants 

Miss V. M. BURTON, F.C.A. 

Mn W. G. CAMPBELL, B.A., F.C.A., and Mrs CAMPBELL 

Mn P. F. CARPENTER, F.C.A., and Mrs CARPENTER 

Mn W. S. CARRINGTON, F.C.A., and Mns CARRINGTON 

Mn R. J. CARTER, B.COM., F.C.A., Secretary, The Chartered 
Accountant Students’ Society of London, and Mrs CARTER 

Mr S. P. CHAMBERS, C.B., C.I.E., Deputy Chairman, Imperial 
Chemical Industries Limited, and Mrs CHAMBERS 

Mns C. G. CHAPMAN 

Lt.-CoLONEL RANDOLPH A. CHELL, D.S.O., O.B.E., M.C., and 
Mns CHELL 

Mn L. F. CHEYNEY, F.I.M.T.A., F.S.A.A., Secretary, The Institute 
of Municipal Treasurers and Accountants 

Mn DoucLas A. CLARKE, LL.B., F.C.A., and Mrs CLARKE 

Mn R. P. CLARKE, A.S.A.A., Secretary, Trawlers Grimsby Limited, 
and Mns CLARKE 

Dn F. CUTHBERT COLLINGWOOD, M.B., CH.B., M.R.C.S., L.R.C.P., 
D.T.M. AND H., and DR SYLVIA COLLINGWOOD, M.B., CH.B. 

Mn S. V. P. CORNWELL, M.C., M.A., F.C.A., and MRs CORNWELL 

Mr J. Cowen, C.B.E., Assistant Secretary, Board of Trade, and 
Mns CowEN 

Sır CECIL CRABBE, Chief Registrar of Friendly Societies, and 
LADY CRABBE 

Mr I. A. F. CRAIG, O.B.E., B.A., Secretary, The Society of Incor- 
porated Accountants, and Mns CRAIG 

Mn W. Manninc Dacey, Economic Adviser, Lloyds Bank Limited, 
and Mrs MaNNiNG DAcEY 

Mn C. R. M. Davipson, F.A.C.C.A., an Assistant Secretary, The 
Association of Certified and Corporate Accountants, and Mns 
DAVIDSON 

PROFESSOR SIDNEY DAVIDSON, PH.D., C.P.A., Professor of 
NÉ The Johns Hopkins University, Baltimore, Maryland, 
U.S.A. 

Mn M. B. T. Davizs, A.C.A., C.P.A., Chairman, Editorial Com- 
mittee, The Institute of Internal Auditors (New York), and Mrs 
DAVIES 

Mr J. O. Davies, F.C.A. Piede. London Chapter, The Institute 
of Internal Auditors, and Mrs DAVIES 

Mn W. Guy DENSEM, F.C.A., and Mrs DENSEM 

Mr A. S. H. Dicker, M.B.E., F.C.A., Immediate Past President, 
The Institute of Chartered Accountants in England and Wales, 
and Mns DICKER 

Mr DEREK DU PRE, Joint Secretary, The Institute of Cost and 
Works Accountants, and Mrs pu PRÉ 

Mr W. P. N. EDWARDS, C.B.E., Director of Home Services and 
Information, Federation of British Industries, and the How. 
Mns EDWARDS 

Mn R. A. D. EGERTON, Assistant Financial Editor, The Times, 
and Mrs EGERTON 

Mn H. J. ErriorT, Immediate Past President, The Solicitors’ 
Managing Clerks! Association, and Mns ELLIOTT 

Mrs S. S. ELLIOTT, O.B.E., Exhibitions Organizer, Office Appliance 
and Business Equipment Trades Association 

aen P. dn Eve, Manager, Chancery Lane Branch, Barclays Bank 

imite 

Mn W. J. FINDLAY, C.A., and Mrs FINDLAY 

Mn G. E. FITZGERALD, F.G.A. (Ausr.), F.A.S.A., Immediate Past- 
President, The Australian Society of Accountants, and MRs 
FITZGERALD 

Miss MARGARET Fox, F.C.A. 

Mr LEONARD FRANKLAND, A.C.A., F.C.W.A., F.B.I., A.M.LI.A., 
and Mns FRANKLAND 

Mr G. R. FREEMAN, F.C.A., and Mrs FREEMAN l 

MR Jonn FRENCH, London Financial Editor, The Scotsman 
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Mr H. J. Furness, r.c.w.a., Vice-President, The Institute of 
Cost and Works Accountants, and Mrs Furniss 

Mr C. S. GARLAND, A.R.C.$., B.SC., F.R.I.C., M.L.CH.E., President, 
National Union of Manufacturers, and Mrs GARLAND 

Mr C. G. GanRATT-HOLDEN, T.D., B.A., M.COM., Secretary, 
The Building Societies Association, and Mrs GARRATT- 
HOLDEN 

Mr Monracu GEDGE, oc 

Miss K. D. Ger, Director, Gee & Co (Publishers) Limited 

MR R. J. GEE, LL.B., M.I.T.M.A. 

MR PETER Gee-Heaton, Gee &@ Co (Publishers) Limited, and 
Mns GEE-HEATON 

ALDERMAN SIR HAROLD GILLETT, M.C., F.C.A. 

E W. MACFARLANE GRAY, F.A.C.C.A., and Mrs MACFARLANE 

RAY 

Mr Ernest K. Gross, F.B.I., A.c.w.A., Chairman of the Council, 
The Institute of Book-keepers, and Mrs Gross 

MR C. E. HALL, r.C.A., F.B.1., Secretary, The Institute of Book- 
keepers 

THe Rr. Hon, WiLLiAM GrENvIL HALL, P.C., M.P. 

Miss GILLIAN HAMPTON 

Sır Henry D. HANCOCK, K.C.B., K.B.E., C.M.G., Chairman, 
Board of Inland Revenue, and Lany HANCOCK 

Mr BERNARD Harris, Sunday Express, and Mrs Harris 

Mr M. G. J. Harvey, A.C.A., Accountant and Appointments 
Officer, The Institute of Chartered Accountants in England and 
Wales, and Mrs HARVEY 

Mn C. V. Hastenam, Manager, High Holborn Branch, District 
Bank Limited, and Mrs HAsLEHAM 

Mrs Jonn Haynes, Director, Gee & Co (Publishers) Limited, 
and Major JoHN Haynes 

Mn James S. HEATON, F.s.A.A., and Mrs HEATON 

Mr C. D. HELLYAR, F.c.A., and Mrs HELLYAR 

SIR EDWIN HERBERT, K.B.E., LL.B., President, The Law Society, 
and Lapy HERBERT 

Mn C. G. Hoare, and Mrs Hoare 

Mr ALDERMAN AND SHERIFF F. A. Hoare, and Mrs Hoare 

Dr Rosert W. HOLLAND, O.B.E., M.A., M.SC., LL.D., Chairman, 
The Royal Society of Arts 

Mr L. H. Hornssy, Director of Public Relations, Ministry of 
Labour and National Service, and Mns HORNSBY 

Mn J. P. HoucH, A.C.A., Acting Honorary Secretary, British 
Computer Society 

Mr Doucras HOUGHTON, M.P., Secretary, Inland Revenue Staff 
Federation, and Mrs HOUGHTON 

Mn Donar V. Housg, r.c.4., and Mrs House 

Sır HAROLD Howirr, G.B.E., D.C.L., D.S.O., M.C., J.P., F.C.A., 
and Lapy Howrrr 

Mr Percy F. HUGHES, A.5.A.A., F.C.LS., Secretary, Gee & Co 
(Publishers) Limited, and Mrs Hucues 

Mr C. I. R. HUTTON, B.A., C.A., and Mrs HUTTON 

Tux Rr. Hon. LORD Inman, P.C., J.P., and LADY INMAN 

Mr P. D. Irons, B.COM., A.C.A., and Mrs IRONS 

MR WILLIAM JACKSON, F.A.C.C.A., Vice-President, The Associa- 
tion of Certified and Corporate Accountants, and Mrs Jackson 

LiEuT.-Cor. P. F. BENTON JONES, O.B.E., M.A., A.C.A., Director, 
The United Steel Companies Limited, and Mns BENTON JONES 

Sır WALTER BENTON JONES, BT., Chairman, The United Steel 
Companies Limited 

MR H P. Kennett, and Mrs KENNETT 

Mr W. G. Lanstey, Managing Director, Underwood Business 
Machines Limited, and Mns LANSLEY 

THe Rr. Hon. Lorp LATHAM, J.P., F.A.C.C.4., and LADY 
LATHAM 

Mr J. LATHAM, C.B.E., A.C.A., Deputy Chairman, National Coal 
Board 

Mn J. C. LATHAM, D.L., F.S.A.A., F.A.C.C.A., F.C.1.8., Director, 
The Association of Certified and Corporate Accountants, and 
Mrs LATHAM 

Mr W. H. Lawson, C.B.E., B.A., F.C.A., President, The Institute 
of Chartered Accountants in England and Wales, and Mns 
LAWSON 

Mr Tuomas LISTER, M.A., C.A., and Mrs LISTER 

Mn Leo T. Le, Editor, Accountancy e 

Mr R. F. Lrovp, M.v.o., Her Majesty's Treasury Accountant, 
and Mrs LLOYD 


ACCOUNTANT 


781 


Mr C. H. S. LovEpAv, A.C.A., an Assistant Secretary, The 
Institute of Chartered Accountants in England and Wales, and 
Mrs LovEDAY 

MR ALAN C. Lucas, F.C.A. 

Mr K. W. Luckuurst, M.A., Secretary, The Royal Society of 
Arts, and Mns LucKHURST 

Mr Tuomas G. Lunb, C.B.E., Secretary, The Law Society, and 
Mrs LUND 

Mr Rosert LYALL, Executive in Charge, Financial Advertising 
Division, Samson Clark GG Co Limited 

Mr A. S. MacIvER, M.C., B.A., Secretary, The Institute of 
Chartered Accountants in England and Wales, and Mrs MACIVER 

Sır ROGER MAKINS, G.C.M.G., K.C.B., Joint Permanent Secretary 
to the Treasury, and Lat Makiws 

Mn J. H. MANN, M.B.E., M.A., F.C.A. 

Mr Davip MarsERT, The Daily Telegraph 

Tur Rr. Hon. Ernest MARPLES, M.P., A.S.A.A., Her Majesty’s 
Postmaster-General, and Mrs MARPLES 


ye ANN S 





Director, The 
Institute of Cost and Works Accountants (left) and Alder- 
man Sir Harold Gillett, M.C., F.C.A. 


Mr Stanley J. D. Berger, M.C., F.C.LS., 


Mr T. S. Martin, F.1.1.4., Director and General Manager, 
Gee & Co (Publishers) Limited, and Mrs Martin 

Mr R. P. MATTHEWS, B.COM., F.c.A., and Mrs MATTHEWS 

CoLoneL A. T. MAXWELL, T.D., Chairman, Powers-Samas 
Accounting Machines Limited, and Mrs MAXWELL 

Mn MICHAEL McWarTERS 

Mr M. Mecran, Secretary, The Institute of Bankers, and 
Mns MEGRAH 

Mrs EuGENE MELVILLE 

Mn A. C. S. MEYNELL, F.A.C.C.A., President, The Association 
of Certified and Corporate Accountants, and Mrs MEYNELL 

ALDERMAN AND SHERIFF SIR JAMES MILLER, D.L., LL.D., and 
Lapy MILLER 

THE Rr. Hon. Lorp MILNE, B.A., C.A., and LADY MILNE 

Mr J. S. MirNE, c.A., Financial Accountant, The United Steel 
Companies Limited, and Mrs MILNE 

Mr Cornevis MOLLINK, rF.C.W.A., President, South African 
Branch, The Institute of Cost and Works Accountants, and Mrs 
MOLLINK, A.C.W.A. 

Mr R. W. Moon, B.LITT., A.C.A. 

Sır Joun Morison, C.A., Chairman, Iron and Steel Holding and 
Realization Agency, and LADY Morison 

Mr Ian T. Morrow, C.A., F.C.W.A., A.T.LI., Immediate Past 
President, The Institute of Cost and Works Accountants, and Mns 
Morrow 

Mr Ge W. MURPHY, B.A.(COM.), F.C.A. 

Mn N. E. MUSTOE, oc 

Miss DIANA NEILL, 
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MR BERTRAM NELSON, C.B.E., J.P., F.S.A.A., Immediate Past 
President, The Society of Incorporated Accountants, and Mrs 
NELSON 

Mr NoEr NEWSOME, opp, Director, Patrick Dolan © Associates 
Limited 

MR E. H. NiCHOLS, T.D., B.A., LL.B., The Town Clerk, Corpora- 
tion of London, and Mns NicHoLs ` 

MR L. J. H. Noyes, B.sC.(ECON.), A.C.A., Secretary, Taxation 
and Research Committee, The Institute of Chartered Accountants 
in England and Wales, and Mrs Noyes 

LiguT.-Gor. W. H. OLIVIER, F.C.A., and Mns OLIVIER 

Mn F. C. Ossourn, M.B.E., B.A., LL.B., Secretary, The Associa- 
tion of Certified and Corporate Accountants, and Mrs OsBOURN 

Mr S. D. Parker, Chairman, Remington Rand Limited, and 
Mns PARKER 

Mn S. J. PEARS, F.C.A. 

MR R. PEDDIE, B.A., C.A., Secretary, The United Steel Companies 
Limited. and Mrs PEDDIE 





Mr Halford W. L. Reddish, SC A end Mrs Reddish. 


Mn G. A. Pair, C.A., Accountant, Trawlers Grimsby Limited, 
and Mrs PHILIP 

Mz Joun F. PHILLIPS, LL.M., Secretary, The Chartered Institute 
of Secretaries, and Mrs PHILLIPS 

Tue Rr. Hon. Lord Piercy, C.B.E., Chairman, Industrial and 
Commercial Finance Corporation Limited 

ALDERMAN A. T. PIKE, O.B.E., J.P., F.C.C.S., Vice-President, The 
Corporation of Secretaries, and Mrs PIKE 

Sp ARNOLD PLANT, KT., B.SC.(ECON.), B.COM., Sir Ernest 
Cassell Professor of Commerce, London School of Economics, and 
Lapy PLANT 

COMMANDER J. R. PoLAND, R.N., The Swordbearer 

Sir RicHARD POWELL, BT., M.C., Director-General, The Institute 
of Directors 

Mr Lrsm B. PRINCE, M.A., F.C.A., and Mrs PRINCE 

Mr CHARLES PRITCHARD and Mrs PRITCHARD 

Mis B. I. RAINEY, F.C.A., Secretary, Women Chartered Account- 
ants’ Dining Society 

Mr Harronp W. L. REDDISH, F.c.A., and Mns REDDISH 

Miss Pv E. M. RIDGWAY, B.A., J.P., F.S.A.A. 

Mr Norman Rosson, Editor, Westminster Press, and Mrs 
ROBSON 

Sır THOMAS ROBSON, M.B.E., M.A., F.C.A., and Lapy ROBSON 

Mn J. Canr Ross, Chairman, Trawlers Grimsby Limited, and 
Mns Ross 

Mr J. M. T. Ross e 

Mr P. M. B. ROWLAND 

Mr R. A. W. Rupp, Manchester Guardian 
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Mr R. H. SAMPSON 

Mr Georce L? SCHWARTZ, B.A., B.SC.(ECON.), Deputy City 
Editor, The Sunday Times, and Mrs SCHWARTZ 

Mr Georce Scorr, Editor, Truth 

Mn E. A. SuiL.Lrro, Under Secretary, Home Division of the 
Treasury, and Mrs SHILLITO 

Mr T. W. A. Six, Gee & Co (Publishers) Limited, and Mrs 
SILK 

Mr Cvnir F. SIMMONDS, J.P., and Mrs SIMMONDS 

Mn Basit SMALLPEICE, B.COM., A.C.A., Managing Director, 
British Overseas Airways Corporation, and Mrs SMALLPEICE 

Mr SrANLEY W. SMILES, F.c.A., and Mrs SMILES 

Mn C. H. Surru, Director, Trawlers Grimsby Limited, and Mrs 
SMITH 

Miss ISABEL SNELLING 

Miss VERA SNELLING, Director, Gee & Co (Publishers) Limited 

ProressoR Davip SOLOMONS, B.COM., A.C.A., Professor of 
Accounting, University of Bristol, and Mrs SOLOMONS 

Mn J. R. SPAREY, M.A., an Assistant Secretary, The Association 
of Certified and Corporate Accountants, and Mrs SPAREY 

MR R. J. W. Sracy, C.B., Under Secretary, Board of Trade, and 
Mrs STACY 

Mn H. VICTOR STAMMERS, D.F.C., a Vice-Chairman, British 
Institute of Management 

Mrs RONALD STAPLES 

Mr R. G. STARK, F.P.A.N.Z., Member of the Council, New Zealand 
Society of Accountants, and Mrs STARK 

Mr CHARLES S. STEPHENS, F.C.A., and Mrs STEPHENS 

Mrs PAMELA STEPHENSON 

Mr F. L. Stevens, Editor, F.B.I. Review, and Mrs STEVENS 

Mn GEOFFREY STEVENS, M.P., F.C.A., Chairman of the Executive 
Committee, The Income Tax Payers’ Society, and Mrs STEVENS 

Mr C. M. STRACHAN, O.B.E., F.C.A. 

Miss OLIVE STRAKER 

CoLonet J. Hume TAYLOR, 0.B.E., Common Crier and Serjeant- 
at-Arms 

Miss L. I. M. THOMAS, LL.B.(LOND.) 

Mr Hucu W. Tuomson, Librarian, The Institute of Chartered 
Accountants in England and Wales, and Mrs ‘THOMSON 

Mr D. W. Tucker, M.B.E., Press Officer, Inland Revenue, and 
Mrs TUCKER 

Sir James MILLARD Tucker, Q.C., and Lapy MILLARD 
‘TUCKER 

Mr G. TYSER 

Miss D. M. VAUGHAN, F.C.A. 

Mn J. Vincent, Director, Trawlers Grimsby Limited, and Mrs 
VINCENT 

Mr SypNEY WALTON, C.B.E., M.A., B.LITT. 

Mn E. J. N. WARBURTON, Joint General Manager, Lloyds Bank 
Limited, and MRs WARBURTON 

Mr Harry WAUGH 

Mr W. R. T. WHATMORE, M.C., B.A., F.C.A. 

Mns AnTHUR E. WEBB 

Lapy WELCH, Lady Mayoress 

Mn E. F. G. WHINNEY, M.A., F.C.A., and Mrs WHINNEY 

Mn L. D. WiLLiaws, City Editor, Daily Mail, and Mrs 
WILLIAMS 

Mr R. H. WirLiAMs and Mrs WILLIAMS 

Mr DoucLAs WiLsoN, Associate Editor, The Director 

Mn H. A. R. J. WiLsoN, F.C.A., F.S.A.A., and Mrs WILSON 

Mn H. W. WiLsoN, J-P., Director, Trawlers Grimsby Limited, and 
Mrs WILSON 

Mr Hanorp Wiwcorr, Editor, Investors’ Chronicle 

Mn R. P. WINTER, M.C., T.D., D.L., F.c.A., and Mrs WINTER 

Mr C. F. Woon, r.rA., President, Institute of Actuaries, and 
Mns Woon 

Sır RICHARD YEABSLEY, C.B.E., F.C.A., F.S.A.A., President, The 
Society of Incorporated Accountants, and LADY YEABSLEY 


City Press Sunday Express 
Daily Mail Sunday Times 
Daily Telegraph Taxation 
Financial Times The Economist 
Investors’ Chronicle The Press Association 
Maachester Guardian The Scotsman 
Northcliffe Newspapers Group Ltd . The Times 
Westminster Press Provincial Newspapers Ltd Truth 
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Current Law 


Sequestration and Bankruptcy 


Coles v. Coles ([1956] 3 All E.R. 542) is an interesting 
authority on the nature of sequestration, which is a 
process of contempt. It is mentioned here chiefly 
because of its importance in the law of bankruptcy. 
The writ of sequestration had been issued in respect 
of the failure of a husband to comply with orders of 
the Court for alimony and maintenance. Subse- 
quently the husband was adjudicated bankrupt and 
the trustee in bankruptcy applied for an order dis- 
charging the writ of sequestration and the seques- 
trators appointed thereunder and directing them to 
account to him. 

Collingwood, J., refused to discharge the writ, 
holding that the trustee had failed to show good 
cause why it should be discharged. The husband was 
still in contempt, the writ was an appropriate remedy 
to enforce the order of the Court, and there was 
property to which it could attach, it was in that 
‘plight’ that the property had passed into the hands 
of the trustee, and though the claim for alimony and 
maintenance was not one in respect of which the wife 
could prove in the husband's bankruptcy, she was 
entitled to enforce it by writ of sequestration. 


Mortgagee’s Right to Possession 


The plaintiff mortgagee in Robertson v. Cilia ([1956] 
3 All E.R. 651) applied for an order for possession of 
the property comprised in the charge, as the defendant 
mortgagor was in arrear with the instalments due. 
Before the judge in chambers the mortgagor offered 
to pay up all arrears and the judge made an order 
standing the matter over generally with liberty to 
restore on default by the mortgagor, but the 
mortgagee subsequently took the point that the 


X matter could not be stood over generally without her 


consent and the case was adjourned into open Court 
for argument. By the time the case came on the 
defendant had paid up all arrears, but he was not in a 
position to pay off the whole of the amount due and 
saw no hope of being able to do so for a year. The 
mortgagee was willing to accept an adjournment 
for a fixed period of two or three months, but 
no more. 

Upjohn, J., held that an order for possession must 
be granted: the Court had no jurisdiction to stand 
the matter over generally without the mortgagee's 
consent because to do so would be to force on the 
parties an agreement which they had not made and 
would amount to an arbitrary refusal to hear the 
case, since it would postpone indefinitely the plain- 
tiff's right to have her claim for possession tried, 
and although the Court had jurisdiction to adjourn 
the matter for a reasonable time, an adjournment for 
a year, which was all that would assist the mortgagor, 
would not be reasonable. 


Bequest of Shares in Future Company 


The testator in Re Quibell's Will Trusts, White v. 
Reichart and Others ([(1956] 3 All E.R. 679) directed 
his trustees to promote a company to take over his 
chemist's business and declared that they should 
stand possessed of the shares in this company on 
trust for his wife for her life and then for his daughter 
absolutely. 

The daughter was one of the trustees, and the 
defendant to the summons taken out by her co- 
trustee to obtain the assistance of the Court in the 
events which happened, the testator having in fact 
promoted the company in his lifetime and being the 
holder of 510 shares therein at his death. The plaintiff 
sought an answer to the question whether these 
shares should be held by the trustees on trust for 
the daughter — the testator's widow had in the mean- 
time died — or whether they fell into residue. 

Vaisey, J., held that the testator, in promoting the 
company, had merely anticipated the operations 
which he had directed his trustees to carry out and 
that, as a matter of construction, the shares were 
held upon trust for the daughter; it made no practical 
difference that he purported by his will and a codicil 
thereto to deal with shares in a company which he 
intended his trustees to form, and not with shares 
in a company which he had formed himself. 


Election by Part Owner 


The testatrix in Re Dicey, Julian v. Dicey ([1956] 
3 All E.R. 696) devised to the plaintiff two houses 
in which she had a life interest, and to the defendant 
another freehold house, which she owned absolutely, 
and her residuary estate. Subject to the life interest, 
the defendant was absolutely beneficially entitled 
to a half share in the first two houses, and the plaintiff 
and his brother were each similarly entitled to a 
quarter share therein. The Court of Appeal held, 
affirming the decision of Danckwerts, J. ([1956] 
2 All E.R. 74), that the defendant must elect either 
to keep his half share in the first two houses and 
compensate the plaintiff out of the testatrix’ own 
property which she had given to the defendant by 
her will, or to give up that half share and take the 
other house and the residue. 

The Court rejected a contention on behalf of the 
defendant that the testatrix' gift to the plaintiff was 
in such uncertain terms that it failed to take effect 
at all or only purported to give the plaintiff such 
interest (if any) as the testatrix had in the two houses 
concerned, and a further contention on the defend- 
ant's behalf that he was relieved of any obligation to 
elect because he could not, if he elected to take the 
property given to him by the will, by any means in 
his control provide that the devise to the plaintiff 
should take effect strictly according to the will. 
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This argument that election only arose when the 
person on whom the obligation fell could, if he 
elected in favour of the will, secure that the relevant 
provisions thereof took effect precisely according to 
their terms, was a novel one, but the Court found it 
inconsistent with the manner in which the doctrine 
of election had long been applied; furthermore, were 
the argument well-founded, the doctrine would be 
bereft of much of its title to be described as equitable, 
since the obligation to elect would depend on the 
chance of the existence of some interest in the 
property, which the will purported to devise, in a 
third party (not a beneficiary, and therefore not 
required to elect in any event), however small such 
interest might be. 


Specific Performance after Ten Years 
Williams v. Greatrex ([1956] 3 All E.R. 705) is of 


importance as showing that mere delay in bringing 
the action will not debar a purchaser of land from 
obtaining an order for specific performance, as long 
as he has remained in possession under a contract 
which entitles him to be there. The action concerned 
two out of a total of thirty-four building plots which 
the defendant agreed in 1946 to sell to the plaintiff 
over a period of two years. It was a term of the con- 
tract that on the purchaser giving the vendor notice 
of his intention to purchase any of the plots and 
paying a deposit of ro per cent of the purchase price, 
the vendor would allow the purchaser to enter on 
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the plot in question in order to build on it. 

In the case of the two plots in question the plaintiff 
paid the deposits, entered on the land, and did a 
certain amount of building work. In 1947, however, 
the defendant ordered the plaintiff off the land and 
the plaintiff stopped the building work, partly 
because of the defendant's antagonistic and obstruc- 
tive attitude and partly because he could not get 
building licences. Later the plaintiff did some more 
work on the land, and the defendant never tried to 
take possession of the land himself. 

In December 1955 the vendor agreed to sell the 
plots to a third party, who then entered upon the 
land and started to pull down some of the brickwork 
put up by the plaintiff. Early in 1956 the plaintiff 
began his action for specific performance of the 
agreement made in 1946. For the defendant it was 
contended, first, that time was of the essence of the 
contract, since it referred to completion within two 
years and, secondly, that the plaintiff's delay or 
laches debarred him from obtaining specific per- 
formance. | 

The Court of Appeal held that time had never 
been made of the essence of the contract, and that 
the plaintiff, having a contractual right to be on the 
land, had an equitable interest in it and, so long as 
he was in possession, did not lose his rights simply 
by not proceeding at once for specific performance; 
accordingly, he was entitled to the order which he 
sought. 


Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Schedule E and Residence 


SIR,- A further problem arises from Section ro, 
Finance Act, 1956, in addition to those mentioned 
in the article by Mr Rez in your issue of June 8th. 

For example — X., a British national living abroad, 
works during the current tax year for a foreign 
company, the duties being wholly performed abroad. 
He returns to this country to work for a new employer 
and with the intention of staying here, thus being 
resident and domiciled here for 1957-58. 

The foreign emoluments would previously have 
been assessed on remittances under Case V, Schedule 
D, but the Finance Act, 1956, removes this basis. 
Quoting Mr Rez: 

‘Persons resident and domiciled in the United 
Kingdom are assessable on their full emoluments, 
even if a part of their duties are carried out abroad, 
irrespective of who their employers are. . . .' 

Will this still apply where there are two distinct 
employments or will the assessment on foreign 
emoluments continue to be based on remittances 
under the new Case III, Schedule E? 
Yours faithfully, 

D. W. ROBERTS. 


London, NW6. 


Training for the Profession 


Sir, — Most of the present generation of practising 
chartered accountants were trained in the office of a 


c 


principal who possessed all the Victorian virtues and sA 


vices. No pay, long hours and little pocket money 
from father were the traditional conditions of student- 
ship. Times have changed. It was one thing for a 
parent to put his son to five years’ unpaid studentship 
when there was a prospect of above average prosperity 
later on. It is quite another thing now in a society 
where the professions have admittedly fallen in their 
relative remuneration — and accountants are at the 
lower end of the list well below lawyers and doctors 
in their average earnings. ‘Articled Clerk’ (June 8th 
issue) thinks £2,364 per annum ‘a very respectable 
sum for the principal’. Perhaps he is right. But 
consider the terms on which the ‘very respectable 
sum’ is earned: 
(1) five years earning nothing (in the bad old days); 
(2) about fifteen years after qualifying before rising 
to the ‘average practitioner’ ds 
(3) savings locked up in book debts and work in 
progress, and/or paid for goodwill. The latter 
may never be saleable; 
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(4) no pension except what can be bought out of 
own earnings; 

(5) no continuity of employment. The. backbone of 
a practice can be lost overnight through circum- 
stances over which the practitioner can have no 
control; 

(6) having to sit in judgment on the accounts of the 
very people who have the major voice in deter- 
mining one’s employment and fees (could there 
be a harder test of integrity?); 

(7) unprotected by limited liability — and the risks 
of the profession cannot always be covered by 
insurance. 

The ‘average chartered accountant’ is rather 
proud of (6) and (7) in spite of the sleepless nights 
such terms can cause. 

If ‘Articled Clerk’ considers carefully all the 
implications of the above seven terms, I fear he will 
come to the same conclusion as so many of his 
colleagues — that commerce has more attractions. 

The fact is, we require a proper scale of charges. 
Such a scale need not wholly be based on time spent. 
There are many precedents for other factors as well 
as time to be taken into account. In the event of the 
proposed integration scheme coming to fruition, I 
suggest the first thing the newly-constituted Council 
of our enlarged Institute should do is to lay down 
new and rigorous standards of training for articled 


- clerks, even if this means two years of the five in 


which the clerk does no fee productive work at all. 

The next thing is to publish a scale of minimum 
fees. Then any increase in earnings of practices should 
first go towards better salaries. Senior clerks whose 
status and services are long overdue for recognition 
should come first, then juniors and articled clerks. 
There seems to be no good reason why a minimum 
scale of salary should not also be published. 

No one, Sir, is going to respect our profession as 
it should be respected or pay us as we should be paid 
unless we put our own house in order. 


Yours faithfully, 
AN AVERAGE PRACTISING C.A. 


Share Issues and Premiums 


SIR, — With regard to Mr E. W. Owen's recent letters 
(May 11th and June 8th issues), on the above subject, 
I am of the opinion that the word ‘proceeds’ is the 
actual amount of cash received from a sale, and 
therefore includes any premiums on shares. After all, 
if a company issues 100,000 ordinary shares of {1 
each at a discount of 23 per cent, are the proceeds 
£100,000 or £97,500? Obviously the latter; why, then, 
the difficulty in interpretation when applied to share 
premiums? 

I don’t think that Mr Owen is really troubled so 
much by the meaning or application of the word 
‘proceeds’ as by his obsession of a ‘loophole in the 
law’ whereby capital may be reduced without 
confirmation (not ‘consent’, please) of the Court. 
The fact is that the reduction does not apply to 
share capital as such, but to an ‘account’ which shall 


185. 


be treated as though it were paid-up share capital 
of the company (note the subtle distinction). 

A similar ‘capital reduction’ would occur if, out 
of a capital redemption reserve fund of £80,000, a 
company were to issue 60,000 fully paid bonus shares 
of {1 each at a premium of 6s 8d per share. Then in 
lieu of the C.R.R.F. of £80,000, the balance sheet 
would reflect: 





Share capital £60,000 
Share premium account £20,000 
£80,000 








If the balance of share premium accourt were 
used to write off preliminary expenses or discounts 
etc. as permitted in Section 56 (2), would there be a 
capital reduction? The answer is no! 

Mr Owen must seek elsewhere for his ‘legal 
loophole’. 

Yours faithfully, 


ALAN KNOTT 


Oldham, Lancs. Chartered Secretary. 


Pension Schemes in South Africa 


SIR, — I refer to ‘African Commentary — IV’ in your 
issue of April 27th, 1957, and to the remarks by your 
contributor, Mr Robert E. Ellmer, under the above 
heading. 

He quotes from an article by Mr T. A. Murray on 
“The administration and funding of pension schemes’, 
which appeared in the South African Journal of 
Economics for December 1956. 

I think it only right that it should be stated that 
Mr Murray, whilst being a very capable actuary, is 
also the general manager of the largest life insurance 
society in South Africa, and probably in the Southern 
Hemisphere. He therefore has an axe to grind when 
he suggests that it is preferable for pension schemes 
to be administered by a life office. 

It is difficult without reading the whole of Mr 
Murray's article to comment thereon, but there are 
many who do not agree with all his remarks and 
while he refers to a privately administered pension 
scheme being uneconomical where there are fewer 
than 300 employees, this is to some extent open to 
question. The pension fund of the company of which 
I am a director is privately administered and while it 
has over goo members, the administration costs are 
extremely low as only one female clerk has to be 
employed, with supervision from one or two members 
of the management committee. 

We find no difficulty in investing the funds, and 
Mr Murray's reference to the introduction of elec- 
tronic devices to perform the work which would 
otherwise have to be performed by a large number of 
clerks, is probably due to the fact that his society have, 
or are in the process of installing a very big electronic 
plant. 

. Yours faithfully, 


Cape Town. OSCAR L. TURNER, A.C.A. 
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Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


ANNUAL CHURCH SERVICE 


A special service for members of the Institute will be 
held at St Margaret's Church, Lothbury, EC2 at 12 
noon, on Wednesday, July 3rd. The members of the 
Council of the Institute will be present and the 
President hopes that as many members of the Institute 
as possible will also attend. 


ASSOCIATES ELECTED FELLOWS 


The following is a list of Associates elected to Fellow- 
ship at the Council meeting held on June 5th, 1957, 
who completed their Fellowship before June 18th, 1957, 


Bainbridge, George Ernest; 1937, A.C.A.; (Blackburns, 
Robson, Coates & Co), Commerce House, Cheapside, 
Bradford 1, and at Leeds, London and Manchester. 

Bayliss, Philip Alfred; 1948, A.C.A.; (J. H. Hugill & Co) 
and (Tingle, Comber & Co), Chansitor House, 38 
Chancery Lane, London, WC2; also at Waltham Cross 
(Tingle, Comber & Co). 

Bradley, John Howard; 1950, A.C.A.; (Glass & Edwards), 
3 Stanley Street, Liverpool, 1. 

Burlton, Edward Charles; 1929, A.C.A.; (*Walter Johnson 
& Partners), 28 High Street, Commercial House, 1 Com- 
mercial Road and 4 Milton Road, Swindon. 

Clutton-Brock, (Mrs) Hermine Magdalen, B.A.; 1932, 
A.C.A.; (Clutton-Brock, West & Drake), Lloyds Bank 
Chambers, Bridge Street, Newbury, Berks.; also at 
Bracknell, London, Reading and Sherborne (West & 
Drake). 

Collins, Ben; 1936, A.C.A.; (Morris, Gregory & Co), 
3 York Street, Manchester, 2, and at Macclesfield, 
Oldham and Widnes. 

Cope, Alan Howard; 1952, A.C.A.; ‘Basmore’, Shiplake-on- 
Thames, Oxon. 

Darby, Raymond Henry; 1951, A.C.A.; (Clark, Darby & 
Goodare), 54 Camp Hill, Birmingham, 12. 

Davies, Robert Leaver; 1936, A.C.A.; (Murray, Smith & 
Co), Bridge House, Northwich, Cheshire, and at Winsford. 

Dodd, Philip Mably; 1922, A.C.A.; 31 Irwell Chambers, 
4 Fazakerley Street, Liverpool, 3. 

Donnithorne, Ralph Stuart Arundell, M.A.; 1941, A.C.A.; 
(Black, Geoghegan & Till), 67 Watling Street, London, 
EC4, and at Guernsey. 

Down, Derek Herbert Ashford; 1952, A.C.A.; (TDown, 
Son & Harper), 44 Bow Lane, Cheapside, London, EC4. 

Goldburgh, Murray Joseph; 1937, A.C.A.; (M. J. Goldburgh 
& Co), 15 Red Lion Square, London, WC1, and at 
Southgate. 

Gordon, Mark; 1942, A.C.A.; (Gordon, Leighton & Co), 
Carlton House, 69 Wigmore Street, London, Wr. 

Hodgson, John Dixon; 1934, A.C.A.; 22 Church Street, 
Launceston, Cornwall. 

Leighton, Mark Harry; 1947, A.C.A.; (Gordon, Leighton 
& Co), Carlton House, 69 Wigmore Street, London, Wr. 

Mitchell, Claude Hugh; 193o, A.C.A.; (Chipchase, Wood 
& Jacobs), 18 Bentinck Street, London, Wir. 


T against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is 
composed wholly of chartered accountants who are members 
of one or the other of the three Institutes of chartered 
accountants in Great Britain and Ireland. 


* against the name of a firm indicates that the firm is not 
wholly composed of members of one or the other of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. = 


Firms not marked T or * are composed wholly of members 
of the Institute. 


Rose, Berthold Gottlieb; 1948, A.C.A.; (Howard Smith, 
"Thompson & Co), Beaufort House, op Newhall Street, 
Birmingham, 3, and at London. 

Rothburn, Aubrey; 1951, A.C.A.; (Aubrey Rothburn & Co), 
Atlantic Chambers, 7 Brazennose Street, Manchester, 2. 

Sales, William George John; 1950, A.C.A.; (Ford, Bull, 
me & Sales), 1 Verulam Buildings, Gray’s Inn, London, 

E 

Shadrack, Ronold Ernest; 1939, A.C.A.; (Ronold E. 

SES & Co), 86 Overton Drive, Wanstead, London, 
II. 

Stewart, Ian Gordon; 1950, A.C.A.; (R. L. Wyllie & Co), 
34 Lowther Street, Whitehaven, Cumberland. 

Todhunter, Frank; 1950, A.C.A.; (R. L. Wyllie & Co), 
34 Lowther Street, Whitehaven, Cumberland. 

Varey, Stuart; 1950, A.C.A.; (West & Drake), 16 Market 
Place, Reading, and at Bracknell, London and Sherborne; 
also at Newbury (Clutton-Brock, West & Drake). 

Wilkinson, John Herbert; 1932, A.C.A.; (Morris, Gregory 
& Co), 3 York Street, Manchester, 2, and at Macclesfield, 
Oldham and Widnes. 

Williams, George Leslie; 1948, A.C.A.; (Eric C. Sage & Co), 
16 Kinmel Street, Rhyl, North Wales. 


'The following Associate elected to Fellowship at the 

Council meeting held on May rst, 1957, has completed 

his Fellowship. 

Barrow, Robert William; 1951, A.C.A.; (R. W. Barrow & 
Co), 233 Bethnal Green Road, London, E2. 


MEMBERS’ ADDRESSES WANTED 


'The Secretary of the Institute would be glad to know 
the present addresses of the following members of the 
Institute. The town at which the member was last 
known is shown after each name. 

Alfred Norman Percy Brown, A.c.A. (Leeds). 

Roy Jack Climpson, A.C.A. (London). 

Charles Alexander Hutton, A.C.A. (Sevenoaks). 

Thomas Porter, A.C.A. (London). 


PERSONAL 


Messrs J. M. WYLLIE & Co, Chartered Accountants, 
announce that as from June 17th, they have removed 
their offices from 18 Muir Street and 125 Brandon 


Street, Motherwell, to 84 Hamilton Road, Motherwell. ~ 


The telephone number (Motherwell 1225-6) remains 
unchanged. 

Messrs MACDONALD, STEWART & Co, Chartered 
Accountants, of 104 West George Street, Glasgow, C2, 
announce that they have admitted to partnership as 
from June rst, 1957, Mr WILLIAM Linpsay MCCLURE, 
c.A. The name of the firm will remain unchanged. 

Messrs SHIPLEY, BLACKBURN, SUTTON & Co, Char- 
tered Accountants, announce that they are removing 
their offices from Broadmead House, Panton Street, 


Haymarket, London, SW1, to 52-53 Jermyn Street, 


London, SW: (Telephone: Legation 2843), on June 
24th next. 

Messrs Acar, Bates, NeaL & Co, Chartered 
Accountants, of 106 Edmund Street, Birmingham, 3, 
announce that Mr PETER IAN ADDISON, A.C.A., who 
has been with the firm since 1937, has been admitted 
into partnership as from June Ist, 1957. 

Messrs MONKHOUSE, STONEHAM & Co, Chartered 
Accountants, of 695 Salisbury House, London Wall, 
London, EC2, announce with deep regret the death of 


im 
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their senior partner, Mr H. C. MCALLISTER, C.A., 

which occured on June 12th, while òn holiday in 

» Portugal. A memorial service was held yesterday, at 
` St Margaret's Church, Lothbury, London, EC2. 


PROFESSIONAL NOTES 


Mr John F. Robertson, c.a., has been appointed to 
the board of The Brush Group Ltd. - 

Mr David M. Gimson, A.C.A., has been appointed 
chairman of Alfred Herbert Ltd, of Coventry. 


THE SOCIETY OF 
INCORPORATED ACCOUNTANTS 


DINNER 
> The President, Sir Richard Yeabsley, c.B.E., F.C.A., 
F.8.A.A., and the Council of The Society of Incorporated 
Accountants, gave a dinner last Tuesday evening at 
Incorporated Accountants’ Hall, London. Among the 
guests were: 

Mr W. O. Atkinson, Mr J. Cowen, Mr F. J. Erroll, M.P., 
Mr J. Stuart Kirkwood, Mr G. Francis Klingner, Sir 
Frank Lee, Sir Reginald Manningham-Buller, Q.c., M.P., 
Mr A. C. S. Meynell, Mr I. T. Morrow, Sir Charles 
Norton, Mr R. J. W. Stacy and Mr Ronald Staples. 


NEW TITLE FOR AMERICAN INSTITUTE 


RAPID GROWTH IN RECENT YEARS 
The American Institute of Accountants has now 
changed its name to the American Institute of Certified 
Public Accountants. The name of the organization has 
been altered — following the result of a poll announced 
in The Accountant of February 16th, 1957 — to empha- 
size the fact that membership is limited to those 
accountants who have earned C.P.A. certificates; half 
the number of certified public accountants in the 
United States are members of the Institute. 

The American Institute of Certified Public Account- 
ants was originally incorporated in 1887 as the 
American Association of Public Accountants, the first 
organized body of accountants in the United States; 
it played a major role in drafting a Bill that passed the 
New York Legislature in 1896 granting the first legal 
recognition to the title ‘certified public accountant’. 

In 1917, the Association, finding that many State 
requirements for the certification of public accountants 
pee unsatisfactory, revised its charter to require a 

written accounting examination for all new members 
and changed its name to the American Institute of 
Accountants. The present change signifies the Insti- 
tute's responsibility for accountancy practised at the 
professional level. 

In announcing the new name, Mr Marquis G. Eaton, 
C.P.A., President of the American Institute, said that 
accountancy is the fastest growing profession in the 
United States; membership of the Institute has risen 
from 5,400 fifteen years ago to approximately 30,000 
members today, of which figure 75 per cent practice 
public accounting as individual practitioners, partners 
or staff members. 


Lé 
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THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


At a recent meeting of the Executive Committee, the 
new President of the Association, Mr W. S. Carrington, 
F.C.A., received a cordial welcome from the six members 
of the committee present. 


New Applications 
Three new applications for assistance were considered. 
In the first case a donation of £105 was given as a pre- 
liminary measure to help the resettlement in this 
country of a widow with three children whose husband 
died overseas last year at an early age; in the second 
case a temporary weekly grant was made to a member 
who is unemployed, and the third case was deferred 
while further information is being obtained through a 
district society. 

Further Assistance 
Fourteen applications for further assistance were con- 
sidered; in ten cases the grant was renewed; in four 
cases the grant was increased. 


Homes for Old People 


The Honorary Secretary reported that the parents of a 
member overseas had been accepted by Crossways 
Trust for entry into one of its homes and that they had 
taken up residence at Hurst Grange, Worthing. 

The Honorary Secretary would be glad to hear of 
any member, member and his wife, or widow of a 
member, who would like to be considered as a resident 
in a new home of Crossways Trust which is to be 
opened at St Leonards-on-Sea within the next three 
months. - 


FIRM'S CENTENARY 


To mark the occasion of their firm’s centenary this 
year, Messrs Kemp, Chatteris & Co, Chartered 
Accountants, of London, held a reception, dinner and 
dance for their staff in the Grand Hall of the Connaught 
Rooms, Holborn, on June 14th. 

The firm was founded by Mr Charles Fitch Kemp 
on April 13th, 1857, at 7 Gresham Street, London. 
In 1866 it moved to Walbrook where, but for a break 
of two years at the turn of the century and an enforced 
absence of ten years as a result of enemy action, it has 
remained since. 

In 1921 the firm, then known as Kemp, Sons, 
Sendall & Co, amalgamated with Chatteris, Nichols 
& Co, and later the title was changed to Kemp, 
Chatteris & Co. 


RELIEF FROM DOUBLE ESTATE DUTY: 
PAKISTAN 


An Agreement between the United Kingdom and 
Pakistan relating to relief from double estate duty was 
signed at Karachi on June 8th. A draft Order in 
Council containing the full text will be published in 
due course by H.M. Stationery Office. 
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THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


DURHAM AND SOUTHAMPTON UNIVERSITIES AGREEMENT - 


'l'he Institute of Cost and Works Accountants has made 
arrangements with the universities of Durham and 
Southampton whereby graduates who have taken the 
B.A. degree in economic studies at Durham (including 
a three-year course in accountancy) or the B.SC.(ECON.) 
degree at Southampton (with accountancy as a special 
subject) will be entitled to exemption from the whole 
of the first part of the Institute's Intermediate examina- 
tion. 

A growing number of graduates is making a career 
in industrial accountancy and these arrangements are 
similar to those already made with the universities of 
Birmingham, Bristol, London and Nottingham. 


INSTITUTE OF ACTUARIES 
ANNUAL MEETING 


The report of the Council of the Institute of Actuaries 
for 1956-57, presented at the Institute's annual 
general meeting on June 17th, records that the total 
membership at March 31st, 1957, numbered 2,218; 
this is an increase of 24 on the previous year's figure. 
The membership comprises 872 Fellows, 309 Associ- 
ates, 1,023 students, and 14 honorary and correspond- 
ing members. 

During the year, six ordinary general meetings were 


held and the Students’ Society also arranged a full 


programme of meetings on a wide range of subjects of 
professional interest. The report records that the 
fifteenth International Actuarial Congress will begin in 
New York on October 14th, 1957, and, with the inclu- 
sion of visits to Washington and Toronto, will end on 
October 23rd. Six papers on the subjects chosen for 
discussion have been prepared by members of the 
Institute and submitted to the organizing committee. 
In conjunction with the International Congress, an 
Electronic Seminar is also to be held. 


EXPORT CREDIT INSURANCE 
CONFERENCE 


'The fourteenth annual conference of the Berne Union 
(Union d'Assureurs pour le Controle des Credits 
Internationaux), the international organization of 
export credit insurers, was held this week in Edin- 
burgh. 

The conference was arranged to enable delegates 
from the participating countries to exchange inform- 
ation on the business and underwriting experience of 
their organizations and to discuss technical aspects of 
export credit insurance. 

The conference was attended by the two United 
Kingdom members, the Government's Export Credits 
Guarantee Department and the Trade Indemnity Co 
Ltd, and by export credit insurance organizations 
from twelve other European countries. 
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24 PER CENT DEFENCE BONDS 
CONVERSION OFFER 


The Treasury announce that a conversion offer will be 
made to holders of 24 per cent Defence Bonds pur- 
chased between October rst, 1947, and March 31st, 
1948, and maturing between October rst, 1957, and 
March 31st, 1958, of which £94 million are outstanding, 
and also to hokders of 2} per cent Defence Bonds 
(Conversion Issue) maturing on November Ist, 1957, 
of which £18 million are outstanding. 

These holders will be invited to exchange their 
holdings into 44 per cent Defence Bonds (Conversion 
Issue) on the tenth anniversary of the date of purchase 
in respect of the subscription issue and on November 
Ist, 1957, in respect of the maturing conversion issue. 
Holders of the subscription issue who accept the offer 
of conversion will be paid interest at 23 per cent per 
annum for the period from October Ist, 1957, to the 
date of exchange, and 44 per cent per annum from 
the date of exchange to March 31st, 1958; the maturity 
premium of £1 per cent will be paid on the date of 
exchange. 

Holders of the conversion issue who accept the 
offer of conversion will receive a final payment of six 
months’ interest at 21 per cent per annum, together 
with the maturity premium of £1 per cent, on Nov- 
ember ist, 1957; the first payment of interest at 
4% per cent on those bonds converted will be made on 
April 1st, 1958. Acceptance of the offer of conversion 
will not involve any break in the holders’ encashment 
rights. If the offer is not accepted, interest on the 
maturing bonds will cease on the tenth anniversary 
of the date of purchase (in the case of subscription 
issue bonds) or on November rst, 1957 (in the case of 
conversion issue bonds). 

The terms of the new conversion issue bond will be 
the same as those of the Ak per cent Defence Bonds 
currently on sale, except that interest will be payable 
on April rst and October 1st. The full conversion 
terms were given in the prospectus and notice issued 
to individual holders yesterday, June 21st, 1957, to- 
gether with forms of request for conversion and forms 
of authority for repayment for the use of holders who 
do not accept the conversion offer. The list of accept- 
ances of the conversion offer will be closed on July 
22nd, 1957. 


THE MANCHESTER CHARTERED 
ACCOUNTANTS' STUDENTS' SOCIETY 


At a recent meeting of The Manchester Chartered 
Accountants’ Students’ Society, the following officers 
were elected for the ensuing year: 

President: Mr H. B. Vanstone, F.C.A. 

Vice-President: Mr F. C. Hoyle, B.A., F.C.A. 

Hon. Secretary and Treasurer: Mr C. W. R. Johnson, 
A.C.A., 46 Fountain Street, Manchester, 2. 

Hon. Librarian: Mr A. Rothburn, A.C.A. 

Joint Hon. Auditors: Mr Jas. Wood, A.C.A., and Mr A. T. 
Dowd, B.SC., A.C.A. : 
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ENFORCEMENT OF 
STAMP DUTIES 


HE Stamp Acts are not without their penalty provisions, 

and even provide in certain exceptional cases for pro- 

ceedings by the Inland Revenue to recover stamp duty by 
means of a civil action. However, in the main, the sanction behind 
stamp duties lies in Section 14 of the Stamp Act, 1891, which 
provides that documents unstamped, or inadequately stamped, 
shall not be receivable in evidence in civil proceedings. 

The duty to ensure that documents produced in evidence are 
properly stamped is laid on the tribunal concerned, whether it be 
a judge, a registrar, arbitrator, or body of appeal commissioners. 
Moreover, they have no power to waive or mitigate the require- 
ments of the Stamp Acts, even if both parties to the proceedings 
waive all stamp objections. However, stamp duty law is a difficult 
subject and the requirement of Section 14 is to a very large 
extent unobserved in practice, to the detriment of the Exchequer 
and of the general body of taxpayers. 

When counsel appear in litigation, it is, of course, their duty to 
draw the tribunal's attention to the relevant law. However, in the 
matter of stamp duties they are subject to a curious rule of 
etiquette laid down by the General Council of the Bar. This rule 
was first formulated in 1901, but was substantially repeated in 
1930, when the Council pronounced it 'unprofessional' for 
counsel to object to the admissibility of any document on the 
ground that it was not, or not sufficiently, stamped, unless the 
defect went to the validity of the document. There are, of course, 
some provisions of the Stamp Act which make a document 
absolutely void, and not merely inadmissible, if not duly stamped. 
The rule also prohibits counsel from taking part in any discussion 
that may arise in support of a stamp objection, unless invited to 
do so by the Court. os 

The rule has thus always distinguished between documents 
void for want of stamp, and those inadmissible for want of stamp. 
A further distinction has now been drawn. The Annual Statement 
of the Bar Council for 1956, published recently, has modified the 
rule so as to permit counsel to take stamp objections when appear- 
ing ‘in revenue cases’. It is not clear what exactly the phrase 
‘revenue cases’ is intended to cover; presumably it would include 
all litigation between taxpayers on the one hand, and the Inland 
Revenue or the Customs and Excise department on the other. The 
Post Office is also described as a ‘revenue department’ but revenue 
is not its primary functipn. There is also the wide field of litigation 
about rates, presumably that too is included in the phrase revenue 
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cases'. An interesting feature of the new indul- 
gence is that it is not confined to counsel appear- 
ing for the relevant revenue department. 

The existence of the rule must put at a disad- 
vantage a litigant who employs counsel. Some- 
times the employment of counsel cannot be 
avoided, for instance when a company or society 
is a party to proceedings in the High Court: 
only individuals can appear in person, and liti- 
gants not appearing in person have to be repre- 
sented by counsel. This seems a little hard 
on the litigant who wants a stamping point to be 
taken. 

No reason appears to have been published for 
this rule of etiquette, or for the distinctions 
drawn between documents which are made void 
by the absence of stamping, and those which are 
inadmissible as evidence. 

Where a document is still capable of being 
stamped and the stamping point is raised in 
proceedings, it is the almost invariable practice 
(in the High Court and County Court) for the 
Court to accept the undertaking of the solicitor 
for the party producing the document, that he 
will see that the document is stamped. Accord- 
ingly, in the vast majority of cases, the raising 
of a stamp objection will not be fatal to the oppo- 
nent's case; it will merely ensure that he pays 
the duty which the document ought to have borne. 
It seems curious therefore that barristers should 
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be precluded from bringing about this result, 
which seems to have everything to commend it ~ 
to the vast body of citizens whò loyally pay their 
taxes. 

Moreover, counsel are not precluded from 
pleading the Limitation Act, nor the fact that a 
contract sued on ought to have been in writing, 
although these defences seem hardly more 
meritorious than a stamping point. There is this 
too about a stamping objection, that if the Court 
decides against it, the party making the objection 
has no right of appeal, although an appeal is 
allowed if the objection is sustained. Hence 
where the judge at first instance considers that a 
stamp objection is frivolous or unsound he can 
dispose of it at once. If he considers it is justified, 
he can accept a solicitor’s undertaking to remedy 
the stamp defect, and can proceed at once with the 
case. If the document is one which is no longer 
capable of being stamped, then he must find 
for the party making the objection, in accord- 
ance with the requirements of the Stamp Act, 
189r. 

These requirements were by no means novel, 
even sixty-six years ago. The Act of 1891 was: 
only the last of a long series of Stamp Acts of 
considerably greater antiquity than the income 
tax. Indeed, it was a commonplace of eighteenth- 
and nineteenth-century litigation for counsel to 
take stamping points. 


THE INSTITUTE’S PENSION SCHEME-II 


E continue our appraisal of the 
Chartered Accountants’ Retirement 
Benefits Scheme this week, with a 


detailed examination of each of the four benefit 
sections in turn. 
Section A 

Section A is the most straightforward and the 
most flexible. The main benefit is an annuity to 
the member secured by a single contribution 
or by a series of single contributions. The 
annuity will commence at the option of the 
member on his 6oth birthday, or at any time after 
that date, but not later than the date of the 7oth 
birthday. It will be payable monthly and guaran- 
teed for five years whether the member lives 
that length of time or not. Before the commence- 
ment of the annuity the member may elect to 
take a smaller annuity in return for an equivalent 


widow's or adult dependant's annuity, provided 
that the amount of the latter does not exceed. 
that remaining payable to the member. The 
member's reduced annuity will then cease on 
his death and will not be guaranteed for a period 
of years. 

If the member breaks down in health he may 
be permitted by the trustees to take a reduced 
annuity commencing from the date of incapacity. 
For this purpose, incapacity is defined as such 
infirmity of mind or body as, in the view of the 
trustees, renders the member incapable of 
carrying on his own occupation or any occupatj 
of a similar nature for which he is train 
fitted and as is likely to be permane 
amount of the annuity would depen 
accumulated contributions and 
member at the date of co 
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annuity, ind would be less than the corresponding 

annuity under Section -C unl the IEEE were 

` age 60 or over, li^ 
In the event of the member, 






be returned with 4 per compound interest. 
Under the provisions of Sec än. 22 ofthe Finance 
Act, 1956, this benefit must be paid: to a member’s 
legal personal represenfatives and will form part 
of his estate for estate duty purposes. However, 
the member may elect that, in lieu of being paid 

win the form of a lump sum, the benefit shall be 
converted into an annuity of equivalent value for 
the remainder of the lifetime of his widow or 

. other dependant. There is a proviso that the 
widow's or dependant's annuity may not exceed 
the amount of the member's own prospective 
annuity and, as a result, may need to be scaled 
down to less than the equivalent value of the 
lump sum where the widow or dependant is 
more than a few years older than the member. 
Care, therefore, would need to be taken to see 
that the election of an annuity in place of a 

«lump sum did not have the effect of arbitrarily 
restricting the annuity. 

No evidence of the health of the member 1s 
required under Section A. 

Owing to the relatively simple nature of the 
benefits under Section A it is possible to compare 
the rates of annuity with those obtainable under 
a similar contract with a life office. A male 
member who pays a contribution of {100 each 
year from age 40 next birthday until age 64 next 

-birthday will receive an annuity of £421 16s od 
M from age 65. This would be at least 4 to 5 per 
cent larger than the annuity obtainable at the 
present time under a comparable non-profit con- 
tract with a life office and, bearing in mind the 
additional value of the special guarantee of terms 
given by the trust scheme, it is evident that Sec- 
tion A is, in general, to be preferred to a similar set 
of benefits under an individual retirement annuity 
contract. 
; Section B 
J-The main feature of Section B is the provision 
of a widow's or adult dependant's annuity on the 
member's death at any time, in addition to the 
provision of an annuity to the member. 'These 
benefits are secured by level annual contributions 
which must be arranged to cease immediately 
before the membér's 64th birthday (or, alter- 
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na! lively, at the member 
member's 69th birthday). 

|f. the member dies befor 
driw, the annuity, the amoun 
de»endant's annuity will be equ 


under the alternative scheme for d 
atiage 70). If the member dies after 
commences, the amount of the annur 
no rmally be equal to that he was himself rec 
inj. His own annuity ceases on his death. 
Since the annuity payable to the member from 
ag> 70 and to his widow thereafter will obviously 
be greater than that payable from age 65, the 
greater widow's annuity cover for the period 
prior to commencement of the member's annuity 
will be secured if the later age is chosen at the 
outset. However, if the member chooses an 
annuity commencement age of 7o, and then 
subsequently requests that his annuity should 
commence at age 65, the amount would be less 
than if he had elected age 65 in the first place. 
Some members may feel that the widow's 
annuity need not be as large as the annuity they 


- themselves receive and would, therefore, elect 


to pay part of their contributions under one of 


th» other sections in order to increase the amount 


of:their own annuity. It should be noted that 
such a member will then be required to direct 
thit, in the event of his death before the com- 
mincement of the annuity, the lump-sum benefit 
ur der the other sections shall be converted-mto-^ 
an annuity to his widow or other dependant 
(who need not be an adult nor the same person as 

is chosen for the benefits of Section B). 

This ruling follows from the view of the Inland 
Revenue authorities that the benefits of the trust 
Scheme are to be treated in the same way as 
benefits under one annuity contract with a life 
office and it is not permissible under one annuity 
contract to provide both a lump sum and a widow's 
or dependant's annuity on the death of a member. 

If the member's wife or dependant predeceases 
him before the member's annuity commences 
under Section B, annual contributions will cease 
and the member will be entitled to a proportionate 
annuity for the contributions paid to that date. 
Further contributions that the member wishes 
to pay may then be allocated to one of the. other 
sections. If later the member himself dies before 
his annuity commences, the death benefit would 













the provisions of the sec- 
e member was then contri- 
e based on the contributions 
the date of death of the 
or nominated ‘dependant. - It 
ted that there is no bar to-the- 
both a widow’s and a dependant 8. 
two or more dependant’ 8 annuities by 
t of the requisite series of contributions. 
vidence of the member's state of health is _ 
required before acceptance of the first annual 
contribution of any series.of annual ‘contributions 
allocated to Section B. In the first place this 
involves completion of a questionnaire which 
may be followed by the requirement of a medical 
examination. If the result of the medical exami- 
nation is not satisfactory, special terms may be 
quoted by the trustees or the member may be 
declined for Section B. In the latter event, the 
member would be free to transfer his contri- 
butions to Section A or Section D. Under these 
sections there would be payable a return of 
contributions (with interest in the case of Section 
A) or the equivalent in the form of a widow’s- 
annuity in the event of the member's death before 
the member's annuity commences. The member 
would also have the right to forgo part of his 
own annuity:to provide a widow's annuity payable 
in the event of his death after his annuity had 
commenced. 
Section C 

Section C provides an annuity to the member 
commencing at age 60 or at age 65 and an annuity 
of two-thirds of that payable at the later date if the 
member breaks down in health prior to age 60. 
For the purpose of this section, incapacity of the 
member is defined in a similar manner to in- 
capacity under Section A. Thus, although the 
incapacity annuity payable under this section is 
substantial, it must be remembered that the 
circumstances under which it becomes payable 
are very limited, and it may be preferable to 
effect separate insurance for this benefit, making 
a choice of Sections A or D for E member's 3 
annuity. | 

In the event of the member's dediti before the 
annuity commences, there would be a partial 
return (not less than go per cent) of contri- 
butions'with interest at 4 per cent per annum. 

Ae in the case of Section B, evidence pf the 
member's health will be required. : 


ACCOUNTANT . 


June 29th, 1957 


Section D 


Section D is. -analogous to Section A except; 
that the unit of currency is Investment-lrust- 
Units instead. of unds sterling. Under Section 
A a single vente ion of £100 paid by a male 
memben att age 4M*next birthday secures: an 
annuity of Jar 19$ od per annum from age 65. 
Under Section D. a single contribution equal to 
the price of: eee Investment-Trust-Units 
_and paid at commencement of the scheme at age 
40 exact, secures an annuity at age 65 equal to 
the price of 19:2 Investment-Trust-Units. ^ 

We thus see that the price of Investment- 
Trust-Units must rise appreciably (by 35 per 
cent in this simple example) if the cash amount 
of the annuity under Section D is to be equal to 
that under Section A. Doubtless, if there is 
continued inflation the price of Investment-Trust- 
Units will rise. The managers of the trust point 
out that over the ten years prior to May 1956 
the value of the Units rose by 155 per cent. If 
such a rise were again to take place, not over the 
period of the next ten years, but over a longer 
period, say, the next twenty-five years, the, 
investment under Section D referred to above 
would produce nearly twice the income from age 
65 of Section A. Moreover, if tbe price of the 
Units continued to rise after the member began 
to receive his pension, the amount of his annuity 
also would increase and might thus keep pace 
with changes in the cost ot living after the mem- 
ber's retirement. | 

It should be noted that a member who has 
attained age so will not be permitted to make a: 
first contribution under Section D unless he 
waives the right to an anhuity commencing less 
than ten years after such payment. In the event 
of a member’s death before the commencement 
of his annuity, there will be a return of his contri- 
butions without interest and this benefit will be 
based on the actual cash amount of the contribu- 
tions paid and not on the value of the Investment- 
'Trust- Units secured. 

In general; it may be concluded that this section 
might appeal to the member who is not satisfied- 
with the non-profit type of contract under the 
other sections and prefers a form of benefit that 
resembles that obtainable under a with-profit 
contract with a life office or under a trust fund 
invested in Stock Exchange securities. 

- (Concluded) 
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Relation of Distributions to Accounting 
Periods 
S stated in the last article, a relevant 
distribution is related back in the first 
instance to the last period of accounts, or 
in the case of certain dividends, to the period for 
'which the dividend is paid. 
Ge he words ‘in the first instance' are introduced 
' ibecause it may transpire that the income of a 
period is insufficient to cover the distribution. 
For the purposes of this test, each distribution 
Ke grossed up at the standard rate for tlie year of 
assessment in which the date of the distribution 
falls. This date, in the case of a dividend or a 
distribution by a liquidator, is the date the distri- 
button became payable (paragraph 11 (2)). If the 
grossed-up distributions exceed the' available 
income of the period, the excess is related back 
> the next earlier period of accounts, and so on. 
If two periods overlap, adjustments must be made 
Keg ensure that the income common to both is not 

‘related to more than one relevant distribution. 

.. One would expect a provision to the effect that 
lonce a grossed-up distribution is finally related 
back to the income of a particular period, that 

income would be treated, for the purpose of 

later distributions, as reduced accordingly. The 
‘actual provision (paragraph 8 (2)) is; however, 
different. It says that to arrive, at any time, at the 

‘undistributed income of a particular period, one 
kwëtust deduct the grossed-up-equivalents of all the 


| 








elevant distributions made before that time. On 
up this would be anomalous, since all 
distributions would continue to 
trom each subsequent period of 
tad of only once. It is to be hoped 
will be improved in this respect at 
ce stage. | | 


pportioning.the Distribution 

le income of a period to which a relevant 
del on has been finally related includes both 
L i trading i income and other income, the net 
jution is to be apportioned between the 
2, Xinds of income. The proportion applicable 
?xempt trading income is then grossed-up «at 
standard rate for the assessment year in which 
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the date of the distribution falls. Where 
relevant distribution is related back partly to o1 
period and partly to another, these rules a 
applied to each part as though it were a separa 
distribution. There is also provision for the ca: 
where the period is one during which only part : 
the company was an O.T.C. In such a case, tl 
distribution is to be apportioned on a time basi 
the part apportioned to the period when tl 
company is not an O.T.C. will be treated as pa: 
wholly out of income which is not exempt tradir 
income; the other part will be treated as alreac 
indicated (paragraph 9). Likewise, the income | 
the company will be apportioned between tl 
two parts of the periód on a time basis. Only tl 
trading income apportioned to the part whe 
the company is an O.T.C. will be exempt. 


Undistributed Exempt Income at Winding -u 
Part II of the Fifth Schedule lays down a coc 
for computing the amount of exempt tradin 
income which is deemed to be distributed by 
liquidator when the company is wound up. Tt 


income of each relevant period is to be compute 


as laid down in Part I but, for any period durin 
which the company was an O.T.C., certai 
modifications are laid down. Deductions fc 
capital expenditure which would not be allowe 
in computing profit for income tax purpox 
(although in accordance. with ordinary: principle 
of accountancy) are not to be allowed. Instea 
adjustments are to be made for the capital allov 
ances and balancing charges which would hav 
applied if the new O.T.C. legislation had not ha 
effect (paragraphs 12 and 13). Another modific: 
tion, laid down by paragraph 14, is that in tl 
computation for the last period in which the trac 
is carried on, ‘the value of any trading stock sha 
be taken as the value which it would have fetche 
in a sale in the open market’. One wonde: 
whether the draftsman of this paragraph realize 
that there are usually two entries for stock in 
trading account; opening and closing. If, as th 
paragraph plainly implies, both these items are t 
be stepped up to the higher market price, th 
paragraph will be largely nugatory. 
Another modification i is a provision for carryin 
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losses forward. In so far as the income following 
the loss is insufficient to cover it, the balance of 
the loss is to be carried back to earlier periods: 
This modification necessarily refers to more than 
one period and is difficult to construe’ as’ a 
modification specifically stated to apply to a 
particular period.  . 

Having computed the exempt trading i income 
of each period, and having deducted therefrom 
the appropriate relevant distributions already 
made, it remains to aggregate the balances for 
each period. The result represents the amount of 
exempt trading income still undistributed at the 
commencement of the winding up. In view of the 
special provisions in Part II of the Schedule for 
computing trading income, it could happen that 
the exempt trading income which 1s regarded as 
applied in making relevant distributions, actually 
exceeds the trading income. In that case the excess 
is to be deducted as far as possible from. the 
trading income of the next preceding period, and 
80 on. 


Taxation of Distributions in Winding op 
Paragraph 4 of the Sixth Schedule provides for 
the charging of a liquidator with tax on any 
distribution made by him which is ‘not a distribu- 
tion of capital’ and which is to be treated, under 


the rules already reviewed, as made out of . 


exempt trading income. As the decision in C.J.R. 
v. Pollock & Peel Ltd (35 A. T.C. 206) has shown, 
the word ‘capital’ applies to most distributions by 
liquidators. However, the draftsman has dealt 
with the weakness thrown up by the decision. He 
has provided that for the purposes of paragraph 4 
‘capital’ distributions are limited to the nominal 
amount of the paid-up share capital, plus the 
balance of the share premium account. Moreover, 
where there has been a bonus issue after April gth, 
1957, it is to be ignored for this purpose, unless it 
has already been treated as a relevant distribution. 

The necessary assessment is made under Case 
VI on the liquidator, who is forbidden to make 
any distribution before making provision for the 
income tax becoming due on distributions. This 
adds a new terror to the office of liquidator, for 
to determine what the liability is going to be 
involves a close knowledge of some of the most 
complicated legislation on the statute book, 
together with computations of the most inyolved 
kind. A liquidator contravening Se requirement 


THE | 
ACCOUNTANT 


June 29th, 1957 


‘without reasonable excuse’ will be liable on ` 
summary conviction to a fine not exceeding £ 500.7 


Option in Amalgamations and 
Reconstructions 


Paragraph 4 (3) of the Sixth Schedule provides an 
option similar to that provided for profits tax by 
Section 36 (4) of the Finance Act, 1947. If the 
winding-up is part of a scheme of amalgamation 
or reconstruction and involves the transfer of the 
company' s trade (or part of it) to another com- 
pany, in consideration wholly or mainly of shares 
in the transferee which are to be distributed to ? 
the members of the transferor, then the two 
companies have six months after the transfer in 
which to-elect that paragraph 4 shall not apply 
to the distribution of the shares of the transferee. 
Here again, the concession clearly has regard to the 
fact that there is no real distribution of profit. 
Where the total distributions to the members of 
the wound-up company exceeds what otherwise 
would be a distribution of capital in the restricted 
sense, it is to be assumed that the shares in the 
transferee company, so far as possible, represent. 
what otherwise would be a distribution of capital. X 


Tax on Cessation of Trade 
The provisions for the taxation of distributions 
of exempt income when a company is wound up 
are supplemented by paragraph 5 of the Sixth 
Schedule. Liability cannot be avoided by simply 
refraining from winding up a company, for para- 
graph 5 imposes a charge on undistributed exempt 
income where 
(a) a company carrying on a trade ceases to . 
^ carry it on ata time when it is notan O. T.C. 
but without being wound up, or 
(b) a company which is an O.T. 
on a trade ceases to be an 











Credit for Foreign T 
Where a Case VI assessment is raise 
formerly exempted, in accordance wi 
visions already discussed, clause 25 
appropriate cases for relief in resp 
taxes levied on the company’s p a 
relevant periods. The method by whic 
is to be calculated is to be laid do 
instrument. As in ordinary cases». 
ing dividends will not obtain re!” $- © $. A $ 
than that actually suffered bé, - 8 s 
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cnn BUDGETARY CONTROL 
TO MAINTENANCE 


by T. S. WELCH, A CA. 


control to maintenance, but this is not 
necessarily so if proper consideration is given 
to the particular factors involved. They are: 

(a) expenditure on maintenance does not immedi- 
ately follow the cause. Repair bills come in 
months, and in some cases years, after the 
primary cause of plant failure; 

(5) the amount of expenditure on maintenance may 
move in the opposite direction to the volume of 
production. When plant is idle the opportunity 
is taken to catch up on.maintenance which 
cannot be done when the plant i is working; 

(c) the maintenance account is often charged with 
a large variety of items, not always strictly 
maintenance; 

Maintenance engineers tend to be sceptical about 
accountants’ figures — often with good cause. 


I: is often thought difficult to apply budgetary 


Seldom are they told about the financial side of 


their work. 'lheir suggestions are sometimes 
p turned down for financial reasons without proper 


d explanations, and they are often criticized for 


high maintenance costs when the cause is beyond 
their control. 


Co-operation of Engineers Essential 


The accountant introducing budgetary control 
| must first secure the co-operation of the engineer. 
His chances of doing this are improved by 
studying the engineer's functions. They are: 
primarily, to keep the plant going; secondarily, 
to reduce the quantity of work required by: (a) 


}--eliminating unnecessary work; (b) improving the 


quality of workmanship; (c) taking preventive 
action; (d) reducing the abuse of equipment; 
(e) improving design; and to reduce the cost of 
the work actually done by: (a) organizing main- 
tenance man-power; (b) increasing productivity; 
(c) using better methods. 

The engineer must, therefore, be convinced 
that budgetary control will give him practical help 
in managing his department. 

The next step is to find out what comprises 


maintenance and to arrange for the accounting 


system to separate the various activities. They 
are usually: 
a) House-keeping: janitorial service, Cleaning, etc. 
G Routine servicing: oiling, greasing and in- 
spection. 
(c) Normal repairs: returning eer to their 
normal condition. - 


. (d) Emergency action. 
e) Construction of new facilities and alterations. - 
(f) Operation of steam, power and other utilities. 


Preventive Maintenance 


Most businesses carry out some form of 
preventive maintenance. That is ‘fixing something 
today that does not need to be fixed, so that you 
don't have to fix it tomorrow when it has to be 
fixed'. . 

The modern trend is to systemize this technique 
by planning and programming the work to be 
done. (In this connection punched-card account- 
ing machines can give invaluable help by tabula- 
ting work programmes.) All the component 
parts of maintenance set out above with the 
exception of (d) and (e), can be programmed 
accurately and expressed in money to form a 
budget. Picking up actual expenditure under each 
heading and making comparisons with the budget 
then becomes an automatic accounting function. 

The exceptions mentioned in the preceding 
paragraph need separate consideration. First, 
emergency repairs; the effectiveness of planning 
routine work should be reflected in the amount of 
emergency work needed. In the first place, the 
engineer should be able to fix a level which he 
considers reasonable for emergency work and 
then aim at reducing it by improvements in his 
preventive maintenance programmes. This target 
becomes the budget for emergency repairs. 

If emergency repairs are substantially below 
the target, the engineer might consider some 
reduction in routine work in that he may achieve 
equally good results using less. If the level of 
emergency repairs is unduly high, the programmes 
may need adjustment the other way. 

Each emergency breakdown should be examined 
in detail and the programme of routine mainten- 
ance modified according to the findings. This 
involves the use of effective emergency breakdown 
records. There should be a report on each break- 
down (over say a quarter of an hour) showing: 


(i) Plant affected; 
E Cause: (a) insufficient maintenance;. (b) faulty 
design; (c) faulty operator; (d) faulty material; 
(e) unknown cause; 
(iti) period down; 
(1v)eloss of production; 
ee 
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Apart from routine maintenance and emergency ` 


repairs, the engineer is ‘often! called upon to do ` 


other work euch as installations and plant modi- 


fications. 'Sidestepping the issue:as.to whether: 


such items are.capital or revenue, if they are 
included. in maintenance they should be ear- 
marked by. giving them a. special job number. 
This benefits the engineer and the management. 
The engineer is not charged with expenditure 
which he is unable to foresee and control, arid 
management has the opportunity to authorize 
each job arid to budget and. control expenditure 
within the broader financial plan of the business. 


. Monthly Budget Statement ` . 
Following these principles, the monthly budget 
statements should show: 

"Lei Budgeted expenditure — based on the pro- 
gramme of planned preventive maintenance 
and target for emergency repairs. 

(b) Actual expenditure — an accounting analysis 
of what has happened. 

- (c) Difference between (a) and (P) showing: | 
(1) the extent to which the planned main- 
tenance budget has béen under- or over- 
spent; 
(2) the expenditure over or under the Geer 
for emergency repaus and EE over 
^ causes. ` 
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.- (d) Particulars of special. Sorte iom 
' amounts authorized.’ — - 
The foregoing deals with nu done Bs the 1 
maintenance department. The cost of running 


| the department itself must not be overlooked, and 


the budget should cover such items as: 


- (a) staff requirements: draughtsmen, ed 
l clerks, foremen, etc.; 
(5) upkeep of maintenance Offices; 
EO cost of running maintenance machine shops, 
joiners’ and blacksmiths’ CR also en- 
gineering stores; T 


(d) maintenance tools. 


Such a system of budgetary ER mundi a 
reasonable chance of being acceptable by the 
engineer because, first, it is. based on his own 
system of preventive maintenance; secondly, it 
gives him helpful information on the matters he 
is concerned with, and relieves him of responsi- 
bility for expenditure he is unable to control; 
thirdly, it gives him an interest in the ‘broader 
fnancial plans of the business and thus adds to 
his sense of responsibility. ` 

The system also helps management in that it 
provides a means of controlling the cost of 
maintenance and it provides one of the component + 
parts needed for profit EE and standard 
costing. i 


NORTH AMERICAN COMMENTARY —LXXXI 
Current Accounting Opinions in the United States and Canada 


^. by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A. (Canada) 
Professor of Accounting, McGill University, Montreal 


The Fournal of RE 
New York, April and May 
Pooling of Interests 


R G. O. MAY, r.C.^., GPA, foremost 
of United States accountants, criticizes 
the “pooling of interests’ approach in 


business combinations, as recommended in the. 
American [Institute's new Bulletin 481. 


should refer to a pooling of profits without 
change in property ownership, whereas the 
bulletin contemplates an exchange of interests. 
He objects to the bulletin’s opinion that the 
deciding factor, in a scheme for five corporations 
to exchange their stock for one-sixth of the stock 
of another, is that the aggregate ownership 
1 See ‘North American Commentary - LOSS US. th The 
Accountant, April 13th, 1957. 


He. 
points out that by long established usage ‘pooling’. 


remains unchanged. The significant fact i8, jo 
says, that to each shareholder five-sixths of his ^ 
interest, after the merger, has been newly 
acquired, and on the basis of current, not 
historical, values. 'T'he mere fact, he urges, that a 
combine in which the deficit of one member 
exceeds the retained earnings of all others 
should logically be required, under the pooling 
of profits concept, to begin life with a deficit, is 
sufficient grounds for its rejection. 


But to Mr May, the question of primary | 
importance is ‘What ascriptions are to be given to — 
existing capital assets in the books of the new 
corporation?' It.is now generally recognized, he 
says, that the main importance of monetary 


 ascriptions given to wasting capital assets i8 that 


they will form the basis of charges against 
revenues in the future. Thus the more closely 


OI 4d. 
Society Library at Spencer 

Concessional rates are also available to 
The Accountant, The Times (forms from 
Society Library), The Economist and The Spe 
(apply direct by letter). 


Residential Course 


Notices of the next course for senior articled clerks in 
September 1957;at Corpus Christi College, Cambridge, 
should be in tuc hands of all members by now. The 
inclusive fee for the course, which lasts four days, will 
be £5 103 od, including travel; it should be noted that 
the number of places is limited. 

Plans to hold another residential course for articled 
clerks in their first year are now well in hand for the 
spring of 1958. The course will be one day longer than 
the one recently held, leaving the Saturday afternoon 
free. It is hoped to hold it at Queens’: College, 
Cambridge. 

-As a matter of policy, it is hoped that in future all 
the first-year courses will be held in the spring at 
Cambridge, and courses for articled clerks near the 
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attended these visits. 

‘The visits, which are availa 
are greatly appreciated as a va^ 
practical approach to the training o. 9 


profession. 

Cricket | ey 
The Bristol Chartered Accountant Smeenk 
defeated the London Students very: hand: 
cricket by five wickets. London batting A 
out for 142, Bristol then going in to make 
wickets. The match was played at Bristol. 


d 










INSURANCE 
COMPANY 





LY, 
i 












ertified 
TU elections were 


iter, F.A.C.C.A., A.S.A.A, 


Ad 


Webb, AA.C.C.A. 
D. M. Parry, A.A.C.C.A., F.C.I.8., 
Kirkella, East Yorks. 

r F. E. Bird, a.a.c.c.a. 

Es’ Secretary: Mr R. K. Dalton, A.4.C.C.A. 
Fudstor: Mr R. V. F. Taylor, F.A.C.C.A., F.C.C.8. 
Mected to Local Executive Committee: Messrs R. K. 
n, J. Johnson and W. H. Webb. 

ected to Students’ General Committee: Messrs J. R. 
Alingwater, G. M. Hammond, P. Holmes, T. Houchen, 
Lancaster, B. H. Nunn, B. S. Tong, J. P. Wilson, 
1. K. Gibson. 
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BI competition of the Liverpool Society 
red Accountants, was heldóàt Formby Golf 
on June 13th, when sixty cards were taken out. 
Phe leading results, Stableford scoring, were as follows: 


J. F. Lascelles* 41 points 
J. A. Colvin 39 » 
T. A. Aizlewood SÉ": ` Go 

: M. G. Lyon* 37 » 
E. P. D. Taylor 34 yy 
R. J. Ellison 34 g 
R. N. Roberts SE, xi 
V. A. Sola qa E 
L. Ha Ce e 
S. B. ueen` ià 3; 

. C; Nicholson* 32. 4, 
E. S. Browne 3I “4; 
B. Gilpin ot. y 
E. C. Mercer ` 4i 
K. A Paul* 4I 3j 
F. H. Veysey 


I LA 
l $ Articled clerk. 
"'The President, Mr C. C. Taylor, J.P., F.C.A., and 
forty-five members of the Society later attended a 
dinner held in the club house. i 
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they reflect the. effective cost; of their. interest in 
, the surviving corporation the more significant 
E: and useful they will be to present-day stock- 
holders. He considers there is much to be said for 
the suggestion that monetary. ascriptions, on 
which charges against future revenues will be 
based, should be revised: periodically. 


Auditing and Statistical Sampling 
Mr Robert M. Trueblood, c.P.a., chairman.of the 
American Institute's committe on ‘statistical 
sampling, says there is little doubt that statistical 
y sampling methods will ultimately be used in 


particular audit areas $uch as confirmation of 


debtors or in physical verification of inventories 
at interim and year-end dates, both of which are 
now possible. He considers that immediate 
adoption of many of the statistician's rules for 
randomness is desirable and practicable. The 
most valuable part of scientific sampling, which 
could be quickly adopted, is the: appraisal 
of sampling results in terms of objective precision 
. and reliability measurements, says Mr Trueblood. 
!  Auditors have yet to develop explicit . error 
definitions and an objective philosophy as to how 
they are to appraise the significance of errors. 
z We need, he says, to cross-examine ourselves as 
^ to the justification of present bns and 
procedure. 


Internal Control and the Auditor : 
Recent suggestions by Mr Saul Levy! that 


responsibility of the professional accountant for 


internal control should be, limited to those 
controls directly related to the accounting 
records, are a matter of concern to Mr Paul 
Grady, C.P.A., past chairman of the American 
os Institute’s committee on auditing procedure. 
-= The suggestion is that internal control should be 
divided into internal administrative control, 


internal accounting control and internal check, 


the accountant being concerned with the second. 
Mr Grady is convinced that the sounder view is 
| that internal.check affects the entire credibility 
of the recorded transactions, and the accounting 
profession's acceptance of broad responsibility 
for this is one of the chief reasons for its growth 

in stature and usefulness. . 
c. The real problem, says Mr Grady, is to bring 
-Pò the general level of practice in line with authori- 
tative standards. He sees proof of the professional 
attributes of accountants in the fact that they do 
have areas almost wholly dependent on judgment 

and experience. 


1 Reported in ‘North American Commentary — LXXTIXY in 


The p dendi. Apsil 13th, 1957. 
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. Accrued Expenditures. Budget for 
Congressional Appropriations 


Representatives’ ef the American Institute, in- 
cluding two former presidents, have supported 
before the House Committee on Government 
Operations the limitation of congressional appro- 
priations to the amount required to pay for goods 
and services to be delivered during the fiscal year 
for which the appropriation was made. Mr J. 
Harold Stewart, C.P.4., is reported to have said 
that there will be a carry-over of about $46 
billion of unused appropriations at the beginning 
of 1958, and on this the proposed system would 
direct its searchlight. The House Committee on 
Appropriations issued : an opposing report in 
2d 


The Accounting Review, 
Menasha, Wisconsin, April 


A Profession of Accountancy 


Mr James B. Bower, Assistant Professor, Uni- 
versity of Wisconsin, suggests that a profession 
of accountancy (not merely accounting) should 
exist, if practitioners are to receive full pro- 
fessional recognition and status. Areas of speciali- 
zation, with varying educational and experience 
requirements, could evolve within the profession 
and he thinks. that as. accountancy matures it 
should be guided in this direction. The C.P.A. 


-has already attained- professional status. His 


industrial accounting counterpart in North 
Ametica is the controller for whom there is no © 
examination, though capacity, integrity and 
technical ability must come up to rigid standards. 
The Controllers Institute of America has rules of 
conduct for its own members, but controllers are 
not licensed and there is no legislation to enforce 
compliance on all controllers. Mr Bower thinks 
the profession of accountancy should evolve 
initially around certified public accounting and 
controllership and might develop later in the 
areas of taxes, electronics, budgeting and internal 
auditing, though EEN here seems more 
remote. 


Teaching Accountancy - l 
Early in 1956 the American Association of 
Collegiate Schools of Business forecast a doubling 
of student enrolment in college business pro- 
grammes, from 300,000 in 1955 to 600,000 in 
1970, and ‘the gravest and- most persistent 
teacher deficit we have ever experienced’. Mr 
Almand R. Coleman, chairman of a „Task 
Committee on Faculty Personnel appointed by 
the American Accounting. Association, says that 
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the period òf teacher deficit for the accounting 
faculty has already begun, and members of the 
task committee, report on different aspects af the 
problem. One; major ' problem considered by 
Professor Arthur Cannon is how to increase the 
productivity of-college training in these circum- 
stances. He suggests that the techniques of radio, 
television and moving picture are to be exploited. 
He foresees the work of the finest teachers being 
brought by moving picture, with sound. and 
cinerama, to a thousand schools and classrooms 
at one time. At.less frequent intervals the 
available staff would meet discussion sections to 
supplement the movie and TV presentation. 

- The March number. of Collegiate News and 
Views contains an article by Dr I. E. McNeill, of 
the University of Houston, Texas, from which 
it would seem that, since the early summer of 
1953, accounting courses have been offered for 
credit, partially or wholly on television. A 
broadcast station with studios was built at the 
very heart of the campus, and Dr McNeill says 
that television has proved very successful for 
teaching the first course in elementary accounting. 
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The Canadian Chartered Accountant, 
Toronto, April 
| Interim Financial Reporting 


Miss Gertrude Mulcahy, of the research depart- 
ment of The Canadian Institute of Chartered 
Accountants, says that the provision of financial 
information only once a year is still current 
practice in Canada, even though the annual 
report often does not reach shareholders until 
two to six months after the end of the fiscal year. 
In the United States the practice of interim 
reports to shareholders has become widely: 
accepted. The New York Stock Exchange, says 
Miss Mulcahy, no longer lists a company which 
does not agree to issue quarterly reports. While 
the Securities and Exchange Commission regu- 
lations for semi-annual, quarterly and monthly 
reports cover only filing with the Commission, 
the semi-annual report, consisting mainly of a 
condensed profit and loss statement, and the 
monthly report of unusual transactions, are 
available for public inspection and are extensively 
used by analysts. 


GETTING BEHIND THE FIGURES — II 


Points for Consideration in Accountancy Investigations 
by A. G. B. BURNEY, O.B.E., B.A., F.C.A. 


Trading and Profit and Loss Account 
| ET us.now turn to the trading and profit and loss 


account. Most of the items which you will wish 

to consider under this heading will be in relation 
to similar items in previous years and I suggest. that 
you should therefore start off by preparing a 
in columnar form, of the trading and profit and losa 
accounts-of the business for a period of, say, seven to 
ten years. I should like to make just two practical 
points regarding the preparation of such a summary: 
first, you should start by putting in the latest year’s 
figures whether you put them on the right-hand 
side of the summary or the left. In this way you will 
ensure that the narrative conforms to the up-to-date 
classification of items in the trading and profit and 
loss accounts. Earlier years can then be adjusted, 
if necessary, to conform to this classification. 
Secondly, at the foot of the summary you should 
carry forward profit and loss account balances year 
by year and ensure that they are reconciled with the 
audited accounts. 

Before considering the summary there are a 

number of points apart from the figures shown in 


The second part of an address given to “The Chartered Ac- 


countant Students’ Society of London on February” 18th, 
1957. Sir Bernhard Binder, F.c.a., was in the chair. 





the profit and loss account which require -con- 
sideration. ` 

Turnover. ~ First, if it is not already done in the 
trading account you should break down the turnover 
of the business between its individual products so 
that you can see not only whether the turnover as a 
whole has improved, but also the variation in turn- 
over of these individual products. You may well find 
that an increase in total turnover over a period of 
years is represented by a large increase in one 
product and decreases in others. 

You should also see how the turnover is divided 
between customers. You may have a business which 
does a very large turnover with a few customers 
and another which does the same turnover among 
many customers. It is dangerous to generalize, but 
one would normally regard a business which had a 
few large customers as being more vulnerable than 
one which had its sales spread over a. very large 
number of people. 

You should also examine the order book and see 
what the level of orders is at the present time as 
compared with the position in previous years. 
Obviously, you will regard an increase in the order 
book over the years as being a favourable sign but 
you should not be satisfied with this without going 
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into the matter in detail and finding out'all' the 
reasons. For example, just after the:last war the order 
books of textile manufacturers were enormous as a 
result of the low stocks of the retailers and the very 
long delivery dates of the manufacturers. The retailers 
and wholesalers had; in fact, ordered the same goods 
from a number of different manufacturers and when 
the slump came a high proportion of these orders 
were cancelled. and .only then was it realized the 
extent to which they had been duplicated.’ 

Wage structure. - Another point to which you 
should give your attention is the wage structure of the 
business. Are the workpeople paid on time or piece 
rates and how are these fixed? Is the business subject 
to increased wages as a result of national awards? 
Does it have to negotiate with the trade unions direct? 
Has 1t had labour difficulties in the past, strikes, etc.? 


- Let us now return to the summary of the profit 
and loss accounts for the ten-year period which you 
are considering. You will no doubt insert gross 
profit percentages, and percentages showing the 
relation between the various expenses and turnover; 
you will then examine the trend of those percentages 
and ask for explanations of anything which you cannot 
immediately understand. You will already, as I have 
mentioned, have satisfied yourselves whether or not 
stocks and work in progress have been valued on a 
consistent basis throughout thé period under review. 
May I, however, just draw your attention to one ot 
two other points, 

First, you should examine with great care. the 
charges for depreciation and maintenance. I referred 
earlier to the revaluation of assets and its effect on 
depreciation. You will frequently find that manage- 
ments will tell you in an investigation that their 
fixed assets are worth hundreds of thousands of 
pounds more than the figures which appear in the 
balance sheet. They generally forget, as you must not, 
that if they were to write up the fixed assets to these 
figures, the profit which they have been showing 
would be materially and adversely. affected as a 
result of the additional depreciation charges which 
would then have to be made and which would have 
to be met out of profits after taxation and not gross 
profits before taxation. 

You should examine the annual maintenance 
charge and do your best to satisfy yourselves that 
the fixed assets are being kept in first-class working 
order. In this connection it is normal to expect that 
as plant and equipment gets older, the annual main- 
tenance charge is likely to increase. Where leasehold 
property is concerned you should be satisfied that 
adequate provision is being made for any dilapidations 
which may be payable at the end of the lease. 

Secondly, have a look at the commissions. Not only 
the commissions which salesmen and agents may 
receive, calculated on turnover, but also commissions 
which may be payable to management under their 
service agreements. You should satisfy yourselves that 
any commissions which are payable are not on 
unfavourable terms to the business and will not have 
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a- serious .effect should margins of Lucem fall 
even to: ‘quite a small extent. : 


"Exceptional ánd T E Items. 


When you are making an investigation you normally 
adjust exceptional items in your summary of the profit 
and loss accounts in order not to obscure the trend 
for which you are looking, and on which you ate 
relying to show you the probable future maintainable 
earnings. You may well look at the tax computation 
in order. to see what items which have been charged 
to revenue have been regarded by the Inland Revenue 
as capital, and which have therefore been written 
back in the computation. These computations may 
well be a guide but I would warn you against relying 
on them too much. You have got to use your own 
judgment. 

One thing I Should like to emphasize about 
exceptional items and non-recurring items. In an 
average business of any size, non-recurring items 
have a habit of recurring every year. The items 
may all be different but there are very few businesses 
which do not have an exceptional charge in their 
profit and loss accounts every year. The moral of 
this is that you should not adjust exceptional items 
unless they are really material and unless you are 
satisfied that they are so exceptional that they are 
outside the range of things which change from year 
to year but which happen every year. 

Finally, do not forget to watch for exceptional 
profits as well as for exceptional charges. I remember 
in one investigation, a company just after the war 
had had a fire in which substantial quantities of 


' stocks were burned and for which the insurance 


money was considerably in excess of the book value 
of that stock. It so happened also that the stock was 
virtually unsaleable.at the time. This excess was 
regarded as a non-recurring and exceptional profit 
and-in our prospectus figures we. wrote it back 
as such. 

_ You should always remember that in eliminating 
items which record actual occurrences, or in -re- 
allocating items from one year to another, you may 
be concealing the true trend of profits to which you 
are going to look later for your conclusions. Before, 
therefore, you adjust the results materially be quite 
certain that it is right to do so. 


Interpretation of Figures. 


At this stage of our investigation we have gone into 
all the material figures in detail, we have made such 
adjustments as we considered desirable and we have 
got behind many of the figures and have seen. what 
they represent in practical terms. I now want to talk 
about the interpretation of the figures and how they 
should be put together in such a way that one can 
form an opinion aa to the financial stability and 
future prospects of the business which is being 
investigated. 

Businesses are not static and we are more concerned 
with the future than with the present. You will 
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ourselves not only that the capital and working capital 
were sufficient for the present purposes of the business 
but also.that they are going to be. sufficient. What 
we, must do, therefore, is to make a projection into 


the. future, taking the present position as a base 


from which to start. using: past figures end experience 
as guides, and taking into account such future trends, 
plans and other factors as are known or can be fore- 


seen. - bic. ay E 

"The problem which we have to solve is really this — 
any particular action in connection with the affairs of 
a business, whether it arises. from the policy of the 
management or not, will result in a series of chain 
reactions, all of which have got to be foreseen, 
analysed and co-ordinated. 

Let me explain what I have in mind: if the business 
wishes to increase its investment in fixed assets, it 
needs cash with which to pay for these assets — the 
installation of further fixed assets should result in 
additional: turnover — additional turnover should 


result in a rise in profits but at the same time will . 


probably involve an increase in working capital 
requirements — the profits which are earned, together 
with the depreciation set aside, will provide additional 
cash. resources which can be used to pay for the new 
fixed assets, to finance the increased requirements for 
working capital and to pay taxation and dividends. 
We have thus completed a full circle and what we 
have to ascertain is whether the circle closes or does 
not; in other words, whether what the Americans call 
the ‘cash flow’ will be sufficient to meet the cash 
requirements or whether additional capial will haye 
to. be raised from outside. 


IW 


Fixed DCH 


I should like to consider for a few moments various 
factors .coricerning the individual items to which I 
have just referred, the first being fixed assets. In 
considering the probable GEN on fixed assets 
over the next few years account must be taken both of 
normal expenditure involved in the replacement of 
those assets as they become worn out or obsolete 
and also of any plans for expansion. 

. I mentioned earlier that even in times of inflation 
the increasing cost of replacement of plant and 
machinery is sometimes offset by .technological 
improvements in design. This is a factor which should 
be taken into account both by the management and 
the investigating accountant when examining future 
commitments. 'l'here are a number of other points 
to which I should like to draw your attention: 


d You must look at the fixed asset position from. 


. a long-term point of view even though it ma 
‘be impracticable to forecast other items such 
as profitability for more than a few years 
. . "ahead. For example, if you are dealing with 
^. very large items, such as ships, you should 
remember that cash resources have to be built 
up for a number of years before the expenditure 

is actually made. 
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e You must bear in mind that down payments 
. , often have to be made when an order is given 
: and. that a substantial proportion of the total 


` cost may ‘have to be paid out before the dem 


- of the fixed asset concerned. 
e The instalment of a major piece of plant. may 
involve the purchase of ancillary equipment 
- or even the ‘construction of a special building 
in which to house it. Similarly, the enlargement 
-of a. plant and sometimes even the adoption of 
more up-to-date equipment than that now in 
use may lead to additional requirements in 
services such as steam, electricity or cooling 
water. You may think that these are matters 
for an engineer rather than an accountant, but 
in my experience it is vital for an investigating 
accountant to inquire into such matters — even 
if only to reassure himself that the plans which 
"the management have submitted to him are 
sound and have been thoroughly thought out. 
«o In cases where a business is proposing to 
expand, the installation of modern equipment 
alongside out of date existing equipment may 
cause temporary. disruption of the business and 
even when instaled may raise all sorts of 

operational problems. , 


"Turnover 


The next item in our circle was turnover and you vill 
ask the management for their estimates of turnover 
for the next few years. These will take into account 
any additional production that can be expected from 
improved techniques or increases in fixed assets. 
Once again you must submit the management's 
estimates to intelligent scrutiny and I can do no 
more now than suggest to you a number of lines of 
approach. ` 

. First, if a substantial increase in turnover has been 
forecast you should ask whether a proper miarket 
research has been carried out. If so, the market 
research report will probably give you most of the 
information you require. Fai a comprehensive 
report, you will have to try to make your own 
inquiries under the following main h 

Trend. — Does the trend of turnover for thé various 

items of production follow or differ from the experi- 
ence of past years? 
X Marketability. -Is there still scope for further 
sales or is it likely that saturation point will soon be 
reached either at home or abroad or both? Is the 
necessary raw material available? 

Political and economic considerations. -On the 
political side, is there any possibility of creating a 
monopoly situation? On the economic side, what, for 
example, would be the effect of a ‘credit squeeze’ or 
even petrol rationing? 

Competition. What is the likely effect on the 
business of other manufacturers entering the same field 
or of competitive products made possibly from 
cheaper raw materials? 

There are many other headings which I could 
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suggest but those that I have mentioned.should serve 


to give you an indication of the techruques SEH you. 


should adopt. 
Working Capital i 


We now come to the question of working capital 


and to the relationship between current assets and 
current liabilities. In making your. examination of 
the working capital position you will want to look 
not only at the position for one year but also at the 
trend over a period of years. In addition to the in- 
formation which is available on the face of the 
accounts you will need to ascertain the relationship 
between stock and turnover throughout the period 
under review and also the period of credit given and 
taken as represented by the outstanding debtors 

and creditors. . 

You are concerned riot only to see that there i is an 
adequate margin of working capital in the business 


at the time of your investigation but also whether it. 
is going to be sufficient in the future, In making this: 


assessment you will, therefore, have to take into 
account the following factors: 


(a) Is the proportion of stock to turnover increasing, 


and, if so, is this a continuing trend or is it a 
temporary position which can be corrected? 
(b) Is the amount of the outstanding debtors 
normal in relation to the sales, and in times of 
credit restriction is this normal ratio likely to 
be substantially exceeded? 

(c) Are the creditors being paid promptly, or is 


there a back-log which will have to be dealt 
with? 
(d) What is the probable effect on stock, debtors 


and creditors of an increase in turnover? 

. Uni making an assessment of this nature you must 
bear in mind that many businesses are seasonal in 
their nature and that the position at the balance sheet 
date may not be representative of the position at 
other times of the year. 


Estimate of Future Profits 


The next statement to look at is the management 
estimate of future profits broken -down into its 
elements of cost and revenue. The preparation of 
such a statement involves making estimates of future 
sales and selling prices, gross profit percentages and 
overhead expenses, and requires technical knowledge 
appropriate to the business quite outside the scope 
of the investigating accountant. It is, however, 
surprising how far the accountant can go in his 
examination of an estimate of future profits. To help 
him he will have the summary of previous years’ 
results and he will look into and require explanations 
of any items which appear to differ materially from 
the established pattern of the past. It may well be 
that the differences are fully justifiable but it is the 
job of the investigating accountant to sdtisfy himself 
that this is so. If new products and new markets 
are involved, the problem is considerably more 
difficult, but it has still got to be tackled to the best 
of one's ability. e 
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Jpasidun and Dividends 


Having dealt with the estimate-of future profits 
there are still:two items to consider. — first, dividend 
policy, and secondly, taxation. ' . 

When considering. dividend policy one must bar 
in mind that interest or dividends.may have to be 
paid on new capital which. may have to be raised in 
order to meet any short fall in the normal ‘cash flow’ 
of the business. 

So far as taxation is concerned. estimates will, of 
course, be based on the profits as forecast,.and ‘the 
agreed dividend policy, taking into account capital 
allowances including those which would be granted 
on future GEN on fixed. assets. 


Movement of Funds Statement and Cash ` 
Forecast 


We have now collected all the factors with which to 
make our assessment of the financial position of the 
business, but they are to a great extent interrelated 
and have to be put together and co-ordinated in 
order.that we may draw the proper conclusions from 
them. I suggest that one should now prepare a cash 
budget or forecast into which can be inserted all the 
information which has been assembled. A "Movement 
of funds statement" for the past few years should be 
prepared at the same time, since once again the 
experience of the past may well prove a valuable 
guide to the future. 

À movement of funds statement and cash budget 
should start by showing the total funds which have 
been or which it is estimated will be, available for 
investment. ‘These funds derive from the ene 
sources: 


(x) Profits. 
(2) Amounts set aside for eee 
(3) New capital. 


(4) Increase in creditors (trade, taxation or bank 
facilities). Borrowings. 


I might mention at this point that if the business 
is relying on finance from banking sources you should 
satisfy yourselves that this will continue to be avail- 
able in the future. 

The statement should then go on to show how 
these funds have been or will be utilized on: 


(x) Investment in or replacement of fixed assets. 

(2) Trade or other investments. 

(3) Working capital, i.e. stock and debtors. 

(4) Taxation payments. 

(5) Reduction in creditors. 

(6) Payment of dividends. 

When you have prepared this statement you should 
be able to form an opinion as to the financial stability 
of the business. You will see whether the ‘cash flow’ 
is sufficient to meet the cash requirements, or whether 
these is a deficiency which will have to be met by. 
new capital and, if so, how much. 
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Capital Structure 


I. mentioned earlier the importance of examining the 
capital structure of the business in order to see 
whether it was well balanced. You will now be able 
to relate any capital requirements to the capital 
structure and to form an opinion as to whether the 
amount of capital which is required from outside 
could be raised and, if 80, in what form. 


Reconciliation 


I would emphasize one factor and that is that you 
should never prepare a.cash forecast without at the 
same time having available an estimated profit and 
loss account for the same period and preparing a 
pro forma balance sheet at the end of the period. 
All these three documents must tie up together and 
unless you make such a reconciliation you are apt 
to run into a great deal of trouble, as you may. forget 
certain .vital factors. 


Profits and Capital Employed 


In each investigation that one undertakes, particular 
lines of examination and analysis will suggest 
themselves, but there is one further general approach 
to which I should like to refer. I think that one 
should prepare a statement showing the profits 
after depreciation suitably adjusted if necessary, 
but before taxation, expressed as a percentage of the 
capital employed in the business at book values. 
Whether in some circumstances one should take net 
book values and in others original cost is a highly 


technical question which I do not propose to go 
into now. If this percentage is stable or increasing. 


it will indicate to you that the company is continuing 
to invest its available resources in at least as profitable 
a way as it has done in the. past. If the percentage is 
falling it will lead you to inquire whether the company 
is indeed wise to continue to invest its funds in the 
way in which it has done in the past and is planning 
to do in the future, or whether these funds could 


be employed.in more profitable directions. To give. 


a simple example, you may find that the company is 
proposing to invest large sums in office buildings 
for its own use, whereas it could probably lease such 
accommodation at à rental which would represent a 
comparatively low rate of interest on the capital 
involved. In these circumstances the company might 
be better advised to employ the capial in manu- 
facturing processes. 


Investigations Based on 
Limited Information - 


Most of what I have referred to in this talk has been. 


based on the assumption that full information is 
available. I did, however, mention at the beginning 


that. accountants may be called upon. from time to. 
time to give advice in a situation where little infor- 
mation is available other than the annual published. 
accounts and other information circulated to share-. 
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holders. Even in these circumstances many of the 
techniques to which I have referred can be applied. 
It is nearly always possible, for example, to prepare 
summaries showing the trend of profits and of funds 


invested in the business and to establish the trend in’ 


the ratio between profits before taxation, and the 
total capital invested in the business. 

In some cases, it is useful to be able to identify 
particular sources of income with particular assets; 
the most obvious example of this is ‘Income from 
quoted investments’ which can be excluded from the 
profits before taxation in order to see what return 
has been earned on the capital employed excluding 
those investments, which are, of course, shown 
separately in the balance sheet. 

It is also usually possible to prepare a movement of 
funds statement showing how the available funds 
have been applied by management over a period, 
and this may give some indication as to the way in 
which declared policy has been implemented and 
whether this policy has been wise or not. 

Published reports now often contain certain 
information about the broader aspects of a company’s 
business and the practice of disclosing such figures 


‘as turnover, labour costs and raw materials costs is 


being more.widely adopted. In these cases, it is 
possible to make rough calculations of the credit 
period given to debtors and received from creditors 
and of the period of stock turnover. 

. Inquiries can often be made from third parties 
when a direct approach to the company is impractic- 
able. One may, for example, obtain from one of the 


‘market research organizations much useful infor- 
mation which will be of assistance in considering 


potential sales of the company’s products and the 
nature and extent of competition in markets in which 
the company operates. ‘his type of information may, 
of course, also be available from other sources 
open to the investigating accountant and indeed 
from his own professional experience. 


Conclusion 


I think that it is only practicable to talk in general 


terms about the method to be adopted in examining 
the accounts of any particular business. It is, how- 
ever, surprising how much information can be 
squeezed out of any series of accounts by the use of a 
little ingenuity and a lot of perseverance. . 

There is. one final point which I should like to 
make. I realize that in the course of this talk I have 
to some -extent repeated myself in a number of 
instances. This was, however, quite deliberate and 
is inherent in the treatment of an investigation 
which I have suggested to you, namely, that one 
should first verify the figures and then co-ordinate 
and interpret them. Some of the work which has 
been done in verifying the figures tends to be 


repeated during the co-ordinating phase of the 


investigation and I believe that it is SES that this 
should. be 8o. 
(Concluded. » ez 
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Birthday Honours. 

In our last issue it was our: privilege to congtatu- 
late members of the profession whose names 
appeared in the Birthday Honours List. We should 
now like to congratulate also Mr James Walker, r.C.A., 
Vice-President of The Institute of Chartered Account- 
ants in Ireland, and a partner in the firm of Craig, 
Gardner & Co, Chartered Accountants, of Belfast, 
who has been awarded the c.p.z. Mr Walker has been 


a member of the Electricity Board for Northern: 


Ireland for many years and has been chairman of the 
board since 1952; he is also a member of the board of 
the Ulster Transport xD 


More about the Free Trade EN 


Although the set-back in the time-table for the 
negotiations on the free trade area has tempered the 
views of the optimists somewhat, the negotiations go 
forward. A booklet has now been issued by the 
Treasury called Freer Trade in Europe! which makes 
a useful contribution to the growing literature on the 
subject. In aforeword, the Chancellor of the Exchequer 
says that the booklet sets out to do four things. It 
tries to explain how the proposals arose, to answer a 
number of question on the proposals, to give some 
basic facts and figures, and to give a brief account of 
the tariff arrangements under the European Common 
Market ‘Treaty. 

The booklet as a whole gives some indication of how 
the idea has grown and how it should be distinguished 
from the European Common Market. For those who 
have already worked through the various glossaries 
and publications explaining the broad outline of the 
free trade area idea, the third chapter dealing with the 
facts about Western Europe will repay examination. 
Some of this data is exceedingly useful. In particular, 
the section dealing with the Western European 
market, showing the share taken by certain United 
Kingdom industries and also the sections dealing 
with tariff restrictions and wages in Western Europe 
will repay careful study. 

There is now a great need for statistical work 
on the implications of the free trade area.- The 
information on the subject is exceedingly scanty and 
such industries here and abroad which have been 
making studies of comparative productivity have all 


been working more or less independently. The result. 


is that definitions are apt to vary, making it almost 
impossible to compare the prospect of the same 
industries in different. countries under a free trade 
area system. In this country the position is no better. 
In most industries, companies are unaware of how 
their costs compare with the average in the industry, 


never mind ‘the average in competing industries 


abroad. There is clearly.a big gain technically for 
the industry and company which can go into the free 
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trade area arid with | some idea ui its competitive 
position before the tariffs and quotas begin to:be 


* dismantled. Time is running out and there is no time 


to lose in- bringing together the statistical data on 
which an attack on the E European mu 
can be planned. ^ ^... 


Tax on Money Paid in Error ` 


Where money is paid to a trader in error and is in 
process of being claimed back, can it nevertheless be 
included in the income tax assessment on the trader’ 8 
profit? This, broadly speaking, was the question 
before the Judicial Committee of the Privy Council 
in an appeal by the Commissioner of Income Tax, Col; 
ombo een Savundaranayagam, The Finan- 
cial A June 25th, 1957). The respondent, acting 
on behalf of a partnership of two companies, agreed | 
to supply oil to a Chinese company. He arranged with 
the representative of a French company for that 
company to ship the oil. Having been given shipping 
documents which he believed to be genuine, the. 
respondent handed them over to the Chinese com- 
pany's bank in Switzerland and received a large sum 
of money. 

It was subsequently discovered that there was in 
fact no ship and no cargo and both the Chinese 
company and the Swiss bank claimed repayment. The 
tribunal of fact in Ceylon found that the money 
would not be repaid and confirmed an assessment on 
the respondent which included the money. The 
Supreme Court of Ceylon allowed his appeal, holding 
that the ownership of the money had never passed to 
him. Allowing the appeal of the income tax com- 
missioner, the Privy Connell has held that on the facts 
the money was properly included in the assessment. 
Giving the judgment of the Court, Lord Somervell 
said there was an inconsistency in the respondent's 
argument. If, as he maintained, the money was not 
his, why had he not paid it back, either to the bank 
or to the Chinese company, or (if he was in any doubt). 
into a joint account? He had failed to satisfy the 
tribunal of fact that there was any sum to set off 
against the money actually received. 


Mortgages of Decontrolled Houses . 


There is very little.reference in the 1957 Rent Act to 
mortgages, but attention should be drawn to one 
important paragraph, paragraph 12 of the Fourth 
Schedule. This particular provision deals with the 
position of mortgages of houses which have become 
decontrolled by reason of their rateable values being 
in excess of the lowered limits of £40 and £30 
respectively. 

At one time it was considered that a controlled 
mortgage would continue to be controlled, notwith-. 
stanfling that the mortgaged property ceased to. be 
within the Acts, Subsection (6). of. Section. 12 of 
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the Rent Act of 1920 provided that ‘where the Act 
has become applicable to any dwelling-house or to 
any mortgage thereon, it shall continue to apply 
thereto, whether the dwelling-house continues to be 
one to which this Act applies’. 

This section appears to have been overlooked by 
Parliament when the 1933 Rent Act was enacted. 
That Act introduced a limited decontrol in much the 
same way as the 1957 Act, by excluding from the 
operation of the Rent Acts, houses above the rate- 
able values of £45 in London and Scotland and £35 
elsewhere. That Act, by Section 9, made express 
provision for the preservation of mortgage control for 
a period of six months 'nevertheless' in the case of 
houses taken out of control. ; 
- The phrasing of the section, and in particular the 
employment of the word ‘nevertheless’, clearly indi- 
éates that the view taken by the draftsman was that 
decontrol of the mortgage would automatically flow 
from decontrol of the mortgaged premises, thus 
reducing Section 12 (6) of the 1920 Act, as far as its 
application to mortgages is concerned, to useless 
verbiage. . - i 

Whether this drafting was in error or by design, 
the phrasing has been substantially adopted in para- 
graph i2 of the Fourth Schedule of the 1957 Act. 
Under this paragraph, the Rent Acts, until the 


expiration of fifteen months after the time of de- 


control, ‘i.e. during the standstill period’, are to have 
effect in relation to a mortgage of the decontrolled 
property, as if they ‘had not ceased to apply to the 


dwelling-house or dwelling-houses’, the subject of the’ 


mortgage. Whatever the position between the land- 
lord and tenant of the property, in relation to a 
tenancy of the property, and whether or not the 
landlord recovers possession or grants a new tenancy 
during this ‘standstill period’, it would seem that the 
mortgage will still be controlled, i.e. until October 
6th, 1958, and that the mortgagee’s rights and 
remedies will still be subject to the restrictions 


imposed by the Rent Acts. | 


Commonwealth Conference 


The, Commonwealth Prime Ministers' conference 
opened in London on Wednesday. However guarded 
the ultimate communiqués may be about this parti- 
cular conference, it is likely to be an important 
occasion. In the first place it has been accompanied 
by a significant swing in public opinion in Canada, 


resulting in the arrival of a new Prime Minister for 


that country, and it is the first meeting at which 
Ghana is represented as a Dominion. 
- On the ecomomic side, this will be an occasion for 
plain speaking. It is likely that discussion on the 
future of sterling will play a less prominent part at 
these meetings than might have been hoped. Never- 
theless it is likely to be aired and the pressure on the 
Á is likely to be discussed as much in terms of 
overseas: Dominions running down their sterling 
balances with too high a regard for their own Belt. 
interest. as.in terms of inflation in the United King- 
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doni. In (he past, this country, Australia and India 
have been partitularly guilty of running down their 


-~ balances to suit their internal conditions and on these 


occasions they have been carried by other self- 
denying members. The time may have comé when it 
1s desirable both on economic and political grounds to 
avoid these occasional raids on sterling reserves by 
individual members of the Commonwealth. This: is 
particularly true since Ghana is now a Dominion, à 
country which in its.days of tutelage was a big gold 
and dollar earner with no power to take an independ- 
ent view on whether it might draw upon its own 


D 


substantial sterling reserves. 


Insuring Atomic Energy Stations WE 


A report has now been published by the British 
Insurance Association's Atomic Energy Committee 
dealing with the insurance of atomic power stations. 
It outlines a scheme to cover all aspects of atomic 
energy plant. It is expected to become immediately 
the basis for the British insurance market's terms for 
writing atomic energy insurance. 5 
With the development of the peaceful uses of 
atomic energy, insurance cover becomes of paramount 
importance. The main problems are that there is 
little or no experience which gives a basis for calcula-. 
ting risk on atomic piles and that the risks, involving 
third parties, are exceedingly high. It is of the utmost 


importance that the British insurance market should: 


take a lead in this matter so that this country is in the 
forefront not only of nuclear technical development 
but also in the wide range of services which come in 
its train. | 

The workmanlike way in which the report sets out 
to provide a practical insurance system suggests that 
it has accepted the challenge to pioneer atomic 
development in the insurance field. There are still a 
number of factors of which account must be taken 
before the insurance and financial side of atomic 
development can progress on an international scale. 


Some uniformity of precautions. against accident - 


must be agreed at the international level and possibly 
a code of good practice evolved. 


Import Duties: A Point of Interpretation 


The decision of Harman, J., in Cattan v. Commissioners 
of Customs and Exctse, briefly reported in our issue of 
February 16th, 1957, was on May 3oth affirmed by 
the Court of Appeal but on a different ground. The 
Court held ‘that an open-work plastic shopping bag 
having its handles secured by four nickel-plated steel 
rivets was not an ‘article manufactured wholly or 
partly of the metal nickel' attracting double the 
standard rate of import duty. They reached this 
decision by the application of the maxim de minimis 
non curat lex, a ground which Harman, J., had rejected. 
The Commissioners were given leave to appeal to 


the House of Lords, on terms of paying the taxpayer's 


costs*of that appeal in any event, whether the appeal 
succeeded or failed. "s "E 
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"THE PROPOSED INTEGRATION SCHEME ` 
Special Meeting of Members of The Sóciety of Incorporated Accountants 


As briefly reported in last week’s issue, voting at the 
Royal Festival Hall meeting on June x9th, of members 
of The Society of Incorporated Accountants, was 
strongly ‘in favour of the proposals to integrate thé 
Society with the English, Scottish and Irish Institutes 
of Chartered Accountants, though by an unfortunate 
misprint the result of the voting was incorrectly stated. 
The actual figures are: 
' In favour, 972 (not, as misprinted, 927) 
Against, 111 
A number of speakers were critical of the scheme and 
an amendment to the resolution was moved, but it was 
defeated by 938 votes to 136. Verbatim reports of all 
the speeches are given below. 

Sir Richard Yeabsley, C.B.E., F.C.A., F.S.A.A., President 
of the Society, was in the chair; he was accompanied 
on the platform by Mr Edward Baldry, F.S.A.A.; Vice- 
President, Mr I. A. F. Craig, ong, B.A., Secretary, Sir 
Charles Norton, M.C., and Mr John Norton, the 
Society’s solicitors, and members of the Council. Ap- 
proximately 1,200 members were present. 


Opening Speech by the President : 
Addressing the meeting, the President said: 

Nearly six months have elapsed. since the publication 
of the proposed schemes of integration with the English, 
Scottish and Irish Institutes. Since then meetings have 
been held by the district societies up and down the 
country and overseas and much has been said and 
written on the subject. In all the circumstances I think 
I can assume that you are all familiar with the schemes 
and fully understand them. In our assessment of them 
we have to bear in mind not only their effect on the 
present generation but also their important impact on 
the future of the profession. 

The position today is that the schemes have been 
approved by the requisite majorities of members of the 
English, Scottish and Irish Institutes and the fate of 
the proposals thus rests with members of the Society. 
This is a very heavy responsibility. 

The great work done by the Society has been: due in 
no small measure to the wisdom and foresight of those 
who founded it over seventy years ago. The fundamen- 
tal objective was to provide an organization for 
accountants and to advance and protect the status and 
interests of the profession. T'o achieve this, regulations 
were made and amended over the years which enabled 
entry to the Society of persons qualified by examination 
not only by way of articles to members practising in 
this country and overseas but by way of service other 
than under articles ~ to students employed as account- 
ancy clerks who became known as bye-law candidates. 
Appropriate experience with certain qualified persons 
in certain public and local authorities was.also accepted 
for the purpose of admission to the examinations. 

Let us examine each of the features to which I have 
referred so that we may note the extent to which the 
schemes mark the achievement and fulfilment of the 
objectives set for the Society by its founders. 

Premiums for articles are now virtually things of the 
past in this country. Only 14 per cent of the articles 
registered by the English Institute at the presentstime 
-carry a premium and the present trend is for increasing 


salaries to be paid to articled clerks Ben in the 
light of the opportunities and remuneration offered in 
other callings, it is only in this way that candidates of 


- the right calibre, irrespective of their financial circum- 


stances, can be recruited. 

: Entry to the English and Irish Institutes is, however, 
still restricted by the limitation on the number of 
articled clerks that an individual practising member 
may take at any one time. 

 Át present the number is two, and two only. in 
consequence over 50 per cent of the present new entry 
to the Society has been trained in firms in which there 
is at least one Chartered Accountant partner. An 
amendment of the regulations of English and Irish 
Institutes to increase the number of articled clerks on 


the lines envisaged in the schemes would certainly add 


to the existing recruitment difficulties with which 
practising members of the Society already have to 
contend and it was quite plain to us that an amendment 
of this nature would be made in the event of the 
schemes not being approved. - 

Economic conditions in this country over the years 
have narrowed the differences between articled and 
bye-law service. The-bye-law procedure is now based 
on six years’ qualifying service after registration and 
Preliminary examination exemption at a minimum age 
of 17$ years. 

It is, I think, significant that the Society's bye-law 
procedure has had markedly little influence on the 
profession in Scotland where the limitation on the 
number of articled clerks taken by Scottish Chartered 
Accountants has never been fixed numerically but by 
reference to the training facilities available. Indeed, the 
practising element in the membership of the Scottish 
branch of the Society was larger in number in 1899, 
the year of its formation, than it is today. Certainly I 
personally can testify as to the great benefit that these 


‘schemes, had they been adopted earlier this century, 


would have conferred on those numerous members of 
the Society who, like myself, after qualifying as 
Incorporated Accountants under the bye-law procedure 
had then to enter into articles and take the English 
Institute’s Preliminary, Intermediate and Final exami- 
nations before gaining membership of that Institute. 


Specialized Bodies 


There is now available to accountancy students in 
public and local authorities, membership of specialized 
bodies of such eminence as The Institute of Municipal 
Treasurers and Accountants, which was founded in the 
same year as the Society and is the predominant body 
in the local government field. Although membership 
of the Society has provided an additional first-class 
qualification and status for those entering local govern- 
ment service, in fact only 233 local government 
candidates out. of a total recruitment of 7,679 were 
registered by the Society in the past six years. In the 
last three years the number of such students to be 
registered was only 26, 24 and 11 respectively: that is 
61 out of a total recruitment of 3,772 in the last three 
years, It seems quite clear that it is no longer necessary 
for accountants. in local government service to obtain 
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‘both the I.M.T.A. ‘and ‘the Society - qualification. 

Most of our members abroad are also members of a 
recognized overseas body and in many cases they are 
members of a Commonwealth institute-of Chartered 
Accountants. Local legislation has tended to make 
membership of such bodies a BESSE to practice 
in many countries. 

We can justly take great prides in the part played by 
the Society in the development of the profession over- 
seas and in its close and happy relations with overseas 
bodies. ` 

"But the main Stee of the member abroad 
must surely be to his overseas body and the measure 
of the Society's continuing contribution must by the 
nature of things decrease as the size and influence of 
the overseas body grows. In countries where established 
bodies exist I am convinced that the English Institute, 
through its Overseas Relations Committee, will do all 
it can within the limits set by its Charter to assist those 
overseas bodies and to look to the interests of our 
Overseas membership. 

We recognize, however, that the disappearance of 
the Society will create problems i in some parts of the 
world. In those areas where use has been made of the 
qualification granted by the Society it may be necessary 
- for new local bodies to be established or for existing 
bodies to accept greater responsibilities than hitherto 
for the development of the profession. In this con- 
nection I would like to draw your attention to the 
policy of the English Institute to which the then Vice- 
President of the Institute referred in these terms at the 
special meeting of its members on February 19th, 1957: 

“The policy of the Council is to encourage the formation 
and development of bodies of professional accountants 
overseas and to assist them as far as practicable in their 

‘examinations and in other matters.’ 

I am sure that in pursuance of this policy the Institute 
will give every assistance it can to overseas accountants 
in establishing or developing their own accountancy 
bodies and in creating qualifications of high standing. 


Basic Principles of the Schemes 


I do not propose to take up your time by enumera- 
ting the advantages of the schemes; they are quite 
apparent. But let me be quite frank: these are not 
precisely the schemes that the Council wanted to sub- 
mit to members. The Council desired most strongly 
‘that all members of the Society sbould be admitted to 
the Institutes with an immediate and universal right 
to use the Chartered designation. The negotiations on 
the schemes now before you opened nearly three years 
ago, and the Council made representations in the 
strongest terms and pressed them and possible varia- 
tions to the uttermost limits, but all three Institutes 
were quite adamant that they could not accept. our 
representations for two main reasons: first, because 
service under articles with a member practising in the 
appropriate part of this country or Ireland has been an 
-essential requirement in the regulations of ali three 
'Institutes ever since the date of the grant of their first 
Charters; and secondly, because there was abundant 
evidence that schemes based on any wider principles 
would stand no prospect of commanding the requisite 
support in the Institutes. 

. We all readily acknowledge that much of the account- 
ancy training proyided in public and local authorities 
and in industry.is of the highest quality. But the 
purpose. is different and the member trained.in the 
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office of a-treasurer of a large. city or county must, I 
suggest, be regarded as à specialist and not as a general 
practitioner or, normally, as one who would ever desire 


to become a general practitioner. 


In their general practice field all three Institutes 
regard it as fundamental that qualifying service should 
be in a practitioner’s office. This requirement is also 
insisted upon by all the Commonwealth Institutes of 
chartered accountants, which incidentally treat 
membership applications from emigrating members 
of the Society trained: outside a practitioner's office on 
different terms from the rest of the Society's member- 
ship. It is pertinent perhaps to observe, too, that in one 
particular overseas territory members who qualified 
under the bye-laws in a practitioner's office are not 
accorded the same recognition as ex-articled clerks. 

' The importance that the institutes of chartered 
accountants at home and abroad attach to qualifying 
service being undertaken in the office of a practising 
accountant has, I suggest, to be viewed in the light of 


the equal importance which The Institute of Municipal 


Treasurers and Accountants attaches for its particular 


and specialist purpose to qualifying service being 
served in a public or local authority and nowhere else. 


Incorporated Accountant Members of 
the Institute 


In my view it cannot fairly be suggested that 1,140 
members in the United Kingdom and 925 members 
overseas are being disenfranchised — or worse — by the 
schemes. 

The schemes, while seeking to preserve what the 
Institutes all. regard as a fundamental principle offer 
membership of the English Institute to all these 2,065 
members and, if they seek to engage in the practising 
side of the profession in this country, the opportunity 
to use the Chartered designation. I think I must refer 
in specific terms to the rights and privileges of those 
who under the schemes would become Incorporated 
Accountant members of the English Institute: 

(a) They will be entitled to all the other rights and 
privileges of membership (including the right to 
vote at meetings and to.be elected to the Institute 
Council and Committees) but they will not be 
permitted to train any further candidates for 
membership of the Institutes. 


(b) They will be fully entitled to practise as Ja ` 


corporated Accountants and will retain their 
rights under the Companies Act as members of 
the English Institute. 

(c) While they may not use the designation 'Char- 
tered Accountant’ they may rightly state that 
they are members of The Institute of Chartered 
Accountants in England and Wales. 

(d) If they wish to practise under the Chartered 
designation, clause 6 of the English scheme and 
comparable clauses in the Scottish and Irish 
schemes, make them eligible to do so on com- 
pletion of three years’ experience with a practising 

. Chartered Accountant, either as a partner or as 
an employee. 

(e) The embers of the Society who qualified over- 
seas are for the most part also members of a 
Commonwealth Chartered body. : 

. As such they. can practise under their Common- 
wealth Chartered designation in this country and 
* apply to the Board of Trade for recognition for 
. the purpose of public.company audits under the 
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_ provisions of Section.161 (1) (b) o£ the Companies 
Act 1948, Moreover, as members, of a Common- 
wealth Chartered body . recognized by the 
Institutes they can join firms of United Kingdom 
Chartered Accountants without prejudice to the 
firms’ continued use of the Chartered designation. 

. (f) If, notwithstanding the rights of Common- 

wealth Chartered Accountants mentioned above, 
a member who qualified by méans of the South 
African modified or special Final examination 
desired to render himself eligible to use the 
English Chartered designation within the terms 
of clause 6 of the English scheme, he could do so 
by passing the prescribed Final examination and 
could present himself for the examination with- 
out first having to serve any IUE period under 

- articles. 

Can it seriously be contended that a ‘designation 
backed by membership of the English Institute would 
in effect prove to be a less useful qualification than the 
present one conferred by the Society? 

Paragraph 16 of the explanatory memorandum of 
December zoth dealt with the position regarding those 
of our members who do not join one of the three 
bodies and said, inter alia, 

‘Counsel consider, however, that if the Institutes were 

to bring proceedings to protect the description, Incorpora- 
. ted Accountant, such’ proceedings ought in principle to 
succeed, particularly if a high proportion of the membera 
of the Society who would qualify for membership of the 

_ Institute decide to join the Institute.’ 

_ If this passage has given rise to any doubt whether 
the: Institute will not take just as energetic steps to 
protect the Incorporated designation as they do in 
respect of the Chartered designation, I say quite 
emphatically that such a doubt is completely ill- 
founded. 

^ If the schemes are approved and implemented it is 
‘to be hoped that all members will abide by the majority 
decision and join one of the Institutes. I regard as a 
quite unworthy assessment of the ethics and moral 
standards of any of our members any suggestion that he 
would not join in order to relieve himself of the obliga- 
tion to pay a membership subscription or to enable him 
to act unprofessionally without disciplinary control. 

It is not unnatural for each of us to ask ourselves how 
the schemes affect us individually and we may be 
tempted to vote solely in favour of our own interests. 
‘However, as members of a great community and of a 
great profession we should consider our wider responsi- 
bilities and it is in this context I make my final remarks. 

The broad objective of the proposals is to take a 
first step and go as far as is practicable at the present 
time towards the unification of the accountancy 
profession in the United Kingdom and Ireland. We 
are proud of the part. we have played, the high 
standing we have achieved and the great heritage we 
have received from all those who created and built this 
Society. 

Not a ‘Take-over Bid’ 


But what of the future? Is not that the paramount con- 
sideration? Few, I think, would claim that the present 
set-up is wholly satisfactory, but I-do not regard the 
present schemes as the final step in the co-ordination 
and rationalization of the profession. Some may assert 
that this is a ‘take-over bid’ and that the character of the 
Society will perish. In my view such an assertion js ill- 
founded. Throughout the negotiations the good faith 
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of the Institutes! negotiators and councils has ~ 
manifest and a ‘take-over bid’ would have been con- 
ducted in -an entirely different manner. We will 
represent about. a third of the total membership of 
the English and Trish Institutes and have a sizeable 
representation on their councils — including, I hope, 
at least one Incorporated member of the English 
Institute Council. Such representation backed by the 
active interest. of all members will play its part.in 
maintaining the high standards of training and character 
now required by all four bodies and in preserving the 
high ideals and liberal outlook .of our founders. 
Further, it can be said with confidence that the three 
integrated bodies of.Chartered Accountants — linked 
by a joint committee — will present a firm and more 
authoritative concept of organization than exists at 
present. 

The choice before us.is not between integration and 
the Society with its articled clerks and bye-law candi- 
dates as it now exists and functions, but between 
integration and the Society denuded of one of its 
main supplies of new blood, namely, bye-law candi- 
dates in Chartered Accountants’ offices, who would 
doubtless become Chartered articled clerks. The status 
quo is out of the question, and integration has been 
offered in the terms of the schemes now before you. 


n the Best Interests of the Society 


As I have already stated, your Council would have 
preferred that the achemes were different in certain 
particulars, but they decided that these integration 
proposals are in the best interests of the Society as a 
whole and of the profession in general and should be 
submitted to you for your decision. In reaching that 
decision they weighed the personal and collective 
aspects of the proposals and the future of the Society 
in the event of the schemes not being proceeded wi 
and having full regard thereto; commend the proposals 
to all members for their acceptance. I do hope you will 
all feel able to accept that recommendation. How, I 
ask, can rejection of the schemes possibly benefit any 
single member of the Society? 

Any. suggestions today of possible alternative 
schemes or amendments to the schemes before you 
would be quite profitless and to no purpose, because in 
my considered view they would constitute an outright 


rejection of the schemes. Therefore we should consider 


the schemes as they are and vote upon them and them 
alone. In this context let us recall those immortal words 


of Congreve: 


‘Defer not till tomorrow to be wise, 
Tomorrow' s sun to thee may never rise.’ 


'The fate of the proposals and the future of the 
Society and its members now rests in your hands. On 
the record of this meeting and the result of the poll, 
future generations will pronounce on the manner in 
which we today discharged our heavy responsibility. 
Let us quit ourselves like men and may we be blest 
with a right judgment iri all things. 

I formally propose, as a special resolution: 

i “That the Schemes of Integration all dated December 
. 5th, 1956, between The Institute of Chartered Account- 
‘ants in England and Wales, The Institute of Chartered 

Accountants of Scotland and The Institute of Chartered 
- Accountants in Ireland respectively, and the Society 

(prints of which schemes were set out in Appendices À, 

B «nd C to the memorandum, dated December. aoth, 
. 1956, sent to all members of the Society, and prints óf 
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which schemes have been laid before this meeting and 

for the purposes of identification, signed by the Chairman) 

be and the same are hereby approved.’ 

I will now call upon the Vice-President to second that 
proposal. (Applause. ) 


The Vice-President: I fave See in seconding 
the proposition submitted to you by the President. 
As many of you here know, l am an enthusiastic 
supporter of these schemes. The President has, I 
think, put before you with studied moderation the 
issues. I hope and believe that by our vote today or 
on any ensuing poll we may really achieve something 
which will be of SENE benefit to our great profession. 
(Applause. ) 


DISGUSSION 


The President: Ladies and gentlemen, I declare the 
meeting open for discussion. I would ask tbat all 
speakers should give their names and towns, and 
again I would urge you to be as brief as you can. 


Mr B. V. Piggott, A.S.A.A., A.I.M.T.A. 
(Ipswich): I am an accountant in the public service, 
at present working in Ipswich. My qualifying experi- 
ence was obtained with Watford Corporation. 

We have before us this afternoon three schemes of 
integration with the Chartered Institutes of England 
and Wales; Scotland; Ireland. The principle of 
integration is bold and, while many arguments have 
been advanced for and against, I believe that most of 
us are agreed that the bodies concerned would all be 
strengthened by an amalgamation. 

There is one important feature, however, to which 
there is powerful objection. It is suggested in the 
schemes that 80 per cent of the members of The 
Society of Incorporated Accountants should become 
Chartered Accountants; the remaining 20 per cent, 
comprising those who qualified by virtue of experience 
obtained either (a) in the public service, or (b) over- 
seas, would be admitted to the Chartered Institute of 
England and Wales, but refused the title ‘Chartered 
-Accountant’. 
refused the right to train future members in their own 
offices, 

I am speaking today on behalf of 7oo colleagues 
in the public service who have assured me of their 
firm support. In addition, several hundred overseas 
members object strongly to this feature of the schemes, 
and many of these have been in touch with me. Only 
yesterday I received eighty signed forms of support 
from India. 

We are proud of the history of our Society as an 
independent, liberal-minded body of accountants 
which has set a very high standard indeed. It was a 
severe shock to find in my Christmas mail a document 
which implied that 20 per cent of the Society’s 
members were regarded in some way as inferior to the 
other 80 per cent. The very title ‘Incorporated 
Accountant’ would itself be devalued by being used 
to denote a second-class citizenry within chartered 
accountancy. This title would no longer signify 
membership of a highly respected professional body, 
some eleven thousand strong, but would represent a 
diminishing minority within another body with a 
different title. 

. One may, perhaps, visualize the last ‘Incorporated 
Accountant’ some-fifty years hence as having a scarcity 
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or antiquarian value. During the intervening years, | 


however, the initial minority would suffer a substantial 
reduction in the value of their qualification and the 
present students would find-at the peak of their 
careers that the title ‘Incorporated Accountant’ was 
almost unknown in the business world. The Council 


ie 


has pleaded the excuse that it is a transitory measure . 


and the minority would die out in a generation; on 
the contrary, this is an excellent reason for granting 
equal rights to all members and students. 

It is claimed in support of the schemes that integra- 
tion would remove confusion from the mind of the 
public. I dispute this argument as the explanation of 
the two terms ‘Chartered’ and ‘Incorporated’ is at 
present straightforward and our numbers are sub- 
stantial; the proposals in the schemes, however, would 
need an involved tale explaining why we were members 
of a ‘Chartered’ Institute but were required to call 
ourselves ‘Incorporated’. 

Our colleagues overseas joined the Society, after 
satisfying its examination requirements, on the under- 
standing that they could train future Incorporated 
Accountants and, if they so desired, come to the 
United Kingdom to practise as accountants on an 
equal footing with those who had been trained here. 
The schemes propose to deprive the overseas members 
of these rights. 

So far I have stated our objections to the schemes and 
the reasons therefor. Now I should like to suggest the 
remedy. 

We must give the Council of the Society a ‘clear 
mandate to reopen negotiations to secure equal treat- 
ment for all members and students. 

I am sure that the Institutes would not have insisted 
on the terms offered if they had anticipated the 
vigorous resentment which the present proposals have 
aroused. So far as their own members are concerned, 
it is well known that some voted against the schemes 
solely because of the discrimination against a minority 
of the Incorporated Accountants. A more generous 
policy could not cause any harm to the Institutes but 
would, in fact, enhance their professional standing 
and remove a strong feeling of dissatisfaction from 
within the Society. 

Whilst I have fundamental disagreement with the 
Institutes’ contention that ‘experience in the office of 
a practising accountant is the only adequate training 
ground for a professional accountant’, there must be 
a certain amount of ‘give and take’ in an integration of 
this kind and most, if not all, of my supporters — seven 
hundred in this country and many overseas — would 
accept the schemes if they were revised to provide 
equality of treatment for all members and students. 
The policy for new entrants may reasonably be left 
for determination by the new institutes, but there 
is no justification for devaluing the qualification held 
by existing members. The preservation of the rights 
of minorities is a cardinal principle of British religious 
and political life. 

If the schemes should be put to the vote in their 
present form, without affording equal treatment to us 
all, I am confident that nearly all of the two thousand 
who are adversely affected would, in-fact must, vote 
against the schemes. I am asking our fair-minded 
colleagues to join with us, so that we achieve at least 
the 25 per cent of members voting, which is necessary 
to make the Council think again and reopen negotia- 
tions, strengthened by this expressian of our- opinion. 
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In order to make it quite clear that our intention to 
vote against the schemes indicates dissatisfaction, not 
with the principle of integration, but with the manifest 
unfairness of one major feature, I am asking you all to 
support the following amendment: 

"That the resolution be amended by adding at the end 
the words “subject to the schemes being amended to pro- 
vide equal rights to all existing members of the Society 
and candidates in course of qualification.’ 

I understand, Mr Chairman, that you have indicated 
unofficially that you would be unwilling to accept an 
amendment today. Í am requesting you to reconsider 
that statement as the foregoing amendment appears to 
come within the scope of the notice of this meeting, and 
is covered by the formal notice which I gave to the 
Secretary of the Society in my letter of January 24th, 
1957. It is unreasonable to place members in the 
position of a single choice between voting for, or 
against, the schemes. Ladies and gentlemen, let us stand 
together and say in reply to the Council's resolution: 
*No, the schemes, as drafted, are not good enough'. 
(Applause.) 


Mr H. Hayhow, M.B.E., F.S.A.A., E.I.M.T.A. 
(West Ham): I am Borough Treasurer of West Ham, 
and a Fellow of the Society, paying a subscription as a 
practising member. I am also honorary secretary of a 
small organization which has been established for thirty- 
five years to look after the professional and personal in- 
terest of qualified accountants in the local government 
and public services and I am certain that the founders of 
this small organization never thought it would have to 
be put to this use. 

About 450 of the members of this organization are 
members of the Society, and I speak in opposition on 
behalf of the overwhelming majority of these members, 
with due regard to the responsibility that rests upon us. 

The proposals in the schemes of integration can be 
‘criticized on three main grounds: (a) as they affect the 
profession; (b) as they affect the public; and (c) as they 
affect members of this Society. So far as the profession 
is concerned, the proposals will do nothing to regulate 
the entry into the profession as a whole, as this cannot 


be achieved until some scheme of registration comes 


into operation. We are also told that this is the first 
step towards unification of the profession, but we are 
given no indication whatever as to what the next step 
is. It is in that respect that many of us have great fears 
and apprehensions. The scheme can also be referred to 
as the tidying-up of the private practising sector of the 
profession. Accountancy, Mr President, is the only 
important profession where there is any attempt made 
to divide the activities of its qualified members into 
watertight compartments. 

I and my colleagues consider that if the scheme is 
not passed, more can be achieved for the profession in 
its widest sense by full co-operation between the main 
accountancy bodies than is likely to result from this 
scheme. 

I. now turn to the effect of the scheme on the public. 
One of the great advantages claimed for the scheme 1s 
that it will remove confusion from the minds of the 
public with regard to the accountancy profession, but 
first we should be satisfied that confusion does in fact 
exist. I suggest that the regular appearance of advertise- 
ments specifying eitber the Chartered or Incorporated 
qualification over a number of years does not indicate 
a great deal of confusion amongst the informed public. 
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If there is confusion now, is it not likely to become . 
greater after this scheme? We shall have Incor- 
porated Accountants who can rightly claim member- 
ship of the Institute of Chartered Accountants, and 
subjected to the control and discipline of that body. 
We shall also have Incorporated Accountants entitled 
to use the designation but who will be subject to no 
disciplinary control- whatsoever. That gives us two 
classes of Incorporated Accountants. But who is to 
say that after the dissolution of the Society a third 
class of Incorporated Accountants will not emerge? 

The President has dealt with the provisions of 
paragraph 16 of the memorandum which rather 
shakily claims that the title, ‘Incorporated Accountant’ 
can be protected at law, and clause 22 (a) (ii) of the 
scheme itself seems a little uncertain, for in brackets 
at the top of page 26 appear these words: ‘including 
such rights as the Society can transfer to grant and 
withhold the designation Incorporated Accountant and 
the use of the designatory letters’. 

We, too, Mr President, have been advised that if a 
large proportion of the future Incorporated Account- 
ants do not transfer to the Institute, then there may be 
the utmost difficulty in protecting the title and designa- 
tory letters. But what has disturbed us further is that 
we have already an indication that some of the older 
members of our Association who are Incorporated 
Accountants are already considering whether or not 
they should transfer to the Institute. Apart from this 
confusion which will be aroused in the mind of 
the public, we also feel that the future status of 
Incorporated Accountants in the eyes of the public and 
of employers will be depressed. We shall, in fact, be a 
third class of members of the Institute — there being 
already two classes ~ no longer enjoying equality with 
our fellow members of this Society. 

.'The appellation Chartered Accountant undoubtedly 
has its attractions, and must be adopted by certain 
members of the Society who. transfer. We feel, there- 
fore, that the residual Incorporated Accountants will 
become an anachronism within the Institute, to be 
tolerated only until they finally become extinct. In tbis 
view we may be e? little biased in our assessment of the 
situation, but with your permission I will read two 
extracts from the editorial columns of the more 


responsible Press. I could, of course, Mr President, 


read others, but I think two are sufficient for today's 
proceedings. The first comes from The Times, dated 
February r2th, 1957: 


‘The major disadvantage of the proposed integration 
scheme i is the incomplete nature of this'profession a take 
over”. Though the preponderating majority of noon 
ted Accountants become automatically Chartered Ac- 
countants under the proposals — all those obtaining their 
qualification through the professional office or as bye-law 
candidates are included —to about one-fifth of the 

Society's membership, to those who qualified abroad or 

‘jin the Treasurer’s office of central or local government, 
this privilege of title would be denied. They would 
remain Incorporated Accountants in designation, but 
become members of the Chartered Institute. This is the 
crux of the matter and upon it the merger proposals may 
founder, for it gives the appearance of creating a second- 
class citizenry in the midst of chartered accountancy.’ 


My second quotation comes from The Manchester 
Guardian, dated February 19th, 1957, and reads: 
‘Many members of the Society oppose the terms of the 


scheme. In particular, the arrangement whereby those 
members of the Society who have qualified in public 
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.accountants' offices: are to become full members of the 

J Institute whilst those who qualified abroad or who 

. learned .their profession under a local government 

treasurer are to become onl “Incorporated Account- 
, ants" of the Institute is he d. to be objectionable. It 

seems to' create a kind of second-class membership, 

"whereas when joining the Society- members joined as 
. equals. ` 
' Those, Mr President, are public expressions, en- 
tirely uninspired, of the fears we entertain. 

I now turn to the Society itself. I and those I 
represent feel that a fundamental injustice is being 
inflicted on the minority of the members of the Society 
by this scheme. In no other major profession have I 
been able to find a precedent similar to this; for we have 
about 1,200 members — I cinnot speak for members 
‘overseas — who have passed the same examinations, 
complied with all the onerous requirements of the 
Society and have been properly admitted to membership 
in the same way as all other members. They have enjoyed 
equal rights of membership and shared equally in its 
obligations and duties. Some members pay a subscrip- 
tion as a member in practice and have the privilege of 
training articled clerks. Suddenly this equality is 
being swept away, and apart from the question of 
title, we are to be subjected to the restrictions set out 
in paragraphs 2 and 4 of the scheme. And if the 
‘members of this Society still feel that these restrictions 
are quite nominal, may I just read what is to be the 
future designation ofan Incorporated Accountant within 
the Institute of Chartered Accountants? _ 

The President: Mr Hayhow, I think you can fairly 
assume that all members bave read that part of the 
document. (Applause.) 

. Mr Hayhow: I was only trying to give a complete 
view, Mr President, rather than have-200 or 300 people 
make short speeches, and I hope that you will bear with 
me. What is the basis of this unprecedented discrimina- 
tion? This discrimination is not based on the character 
'or ability of the man nor on the type of work under- 
taken. Some might argue that the training of a public 
office does not develop that independence of mind which 
is necessary in a professional accountant. I think I can 
Sax, after fifteen years as a chief financial officer, that in 
exercising independence of mind and accounting 
integrity, our position is not made easier by serving 
.one client only. 

This discrimination, however, is not against these 
members as accountants, nor the -quality of their 
qualification or work, but solely on the arbitrary 
-historical circumstance that they have been employed 
-or have served their articles in accountancy in the 
-public services. 

We feel this invidious distinction acutely, and we 
fear that, having once been discriminated against by 
'our fellow members of this Society ~ why should we 
not be subjected to further disabilities when we 
‘become a tiny and easily defined minority in a member- 
‘ship of 30,000, the majority of whom will owe no 
loyalty or obligation to us. 

" We would like to have been more constructive in 
-OUT remarks, but you, sir, have indicated that you are 
not in the position of accepting any amendments to 
‘the motion now before the meeting. We regard this as 
a great pity. We also do not take such a pessimistic 
view as has been taken by yourself, sir, of the future 
of the Society. If the situation is critical, as has beeri 
‘suggested, then we should have thought that this was a 
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challenge to the ingenuity of the Council, and did not 
call for a scheme which does nothing to properly 
regulate the profession, which will create confusion.in 
the mind.of the public, which will debase the title-of 
Incorporated Accountant and which will inflict..a 
fundamental injustice on a minority of the members 
of the Society. I therefore appeal to all members of the 
Society to consider this matter most carefully and not 
to be swayed away from their normal high sense of 
justice by the title of Chartered Accountant, and I 
ask them to join with me in moving the rejection of this 
scheme. (Applause.) 


The President: Before moving on I should like to 
make one thing quite clear. What I said in my remarks 
was this: that any suggestions today of possible 
alternative schemes or. amendments to the schemes 
before you would be quite profitless and to no purpose, 
because in my considered view they would constitute 
an outright rejection of the schemes. Legally, I under- 
stand tbat an amendment could be put, but with 
regard to the amendment suggested by Mr ‘Piggott, 
I have made it quite clear to him and be 
knows from correspondence he has had with the Insti- 
tute of Chartered Accountants, whom he quite rightly 
approached, what the position is. They left him in no 
doubt that the Institute Council would not have 
accepted the scheme on the basis suggested by him. 
The other point that I should like to make — I do not 
want to appear in any way antagonistic to Mr Piggott; 
he is quite justly entitled to his views and I am obliged 
to bim for expressing them — is this. He did mention, 


and I have no doubt he was justified in doing so, that he ` 


had 700 supporters. But might I add this, without in 
any way causing offence? Am I not right, Mr Piggott, 
in stating that the number of proxies lodged in SES 
favour was eight? 


Mr Piggott: Excuse me, Mr President, but it was 
stated in the notice of the meeting. — (Laughter, in 
which Mr Piggott’s remarks were tnaudible.) 


Mr C. Percy BarrowcHff, F.S.A.A. (Middles- 
brough): The name is Percy Barrowcliff, of Middles- 
-brough, the rebel member of the Council. Mr Presi- 
dent, ladies and gentlemen, as you can well imagine, 
it is with very great regret that I am quite unable to sup- 
port the present schemes, I have not arrived at this deci- 
sion lightly, especially as it involved opposing the views 


of a majority of my colleagues on the Council. At the 
‘same time, I think it is right that our members should 


know that this particular scheme did not receive the 
unanimous approval of the Council. 

I should like to make two or three comments on the 
schemes without going into too much detail. The 
abandoriment of the bye-law system of entry to the 
profession is, I suggest, a mistake. This means of 
entry provides an open door which is not open and 
shut at the will or whim of an employer, nor upon his 
dictated terms. It 1s an open door for those who 


.possess the necessary basic qualifications and have the 


initiative and resource to open it. T'o abandon this 
liberal policy and revert to Articles as the only means 
of entry is, I submit, a retrograde step in this day and 


generation. 


The next point is that the memorandum lays great 
stress on the value of the present scheme in the uni- 


fication of the profession. INow, I find this submission 
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difficult to accept. Granted there will:be one organiza- 
tion less than at present, but there would still be the 


Association, who for some reason or another, have been 


left completely out of these-consultations, despite their 
recognized position in the practice field, a- position 
which. up-to now has been acknowledged by the 
Institute: and the Society in the joint. accountancy 
committees, which are composed of the three bodies. 

. Other accountancy bodies are acquiring status in the 
public accountancy field and cannot be denied their 
rights by this present scheme. ' j 

Then, of:course, there are the many unqualified prac- 
tising accountants who will still pursue their evil way 
without necessarily conforming to any standards of 
technical qualification, etiquette or discipline. Nor is 
it to be supposed that this scheme can prevent the 
rise of other accountancy bodies or the substantial 
expansion of existing ones. SC e 

'Therefore unification in the practice field will, in 
my opinion, not be achieved by this present scheme 
and, far from bringing it nearer, it will, I think, un 
doubtedly make it more remote. 

Let me say I am all in favour of registration or 
co-ordination of the profession which, I would have 
thought, would have been the first objective in the 
public interest. I have a well-grounded fear that the 
absence of the Society as an independent force will 
weaken the forces pressing for registration or co- 
ordination or even effective unification of the profession. 

But now I come to what Í consider is the stumbling- 
block in the whole scheme — the vital part which 
excludes 2,000 of our members from membership of 
the three Institutes on equal terms with the other 
8,000 members, despite the fact that they complied 
with the same exacting terms of entry applied to every 
member and have passed precisely the same examina- 
tions. Now, surely it would be an act of the grossest 
injustice to brand them now, at this moment, as having 
a different and lesser qualification than our own. More- 
over, E would have thought grievous harm would be 
done to the standards of integrity of the profession at 
large by this discrimination against these members. It 
is a surprising situation that a majority in a professional 
organization is at liberty to tamper with the qualifica- 
tion of a minority. (Applause.) 

It has been urged that most of those excluded from 
full membership of the Institute have a second 
qualification and therefore are not being seriously 
harmed. Now, I. suggest, valid reasons must be hard 
to come by if such an excuse can be relied upon. 

All these members must be assumed to have 
good and sufficient reasons for seeking our qualification, 
otherwise it was not a very sensible thing to subject 
themselves to the rigour of our examinations. As most 
of us know, there were-reasons of substantial value to 
the careers of these members and it must seem extra- 
ordinary to them that any reservation about their 


. qualification can now be raised and attempts made to 


justify those reservations on the ground that they hold 
another qualification.. I can well imagine their con- 
fidence being thoroughly shaken in our good faith by 
the recommendations made in the scheme. Moreover, 
I should like to emphasize that there are quite a number 
of our municipal friends who do not hold two qualifica- 
tions, but only hold ours and not the municipal one... - 

A further excuse has been found in the fact that all 
these members. can be members of the Institute with 
substantially the same rights.and privileges as other 
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members. and therefore they are not really excluded . 
from equal benefits of Che scheme. Now 1 find this, as 
my colleagues know, a most extraordinary assertion. In 
the first place, they are not to be Chartered Accountants 
and cannot become Chartered Accountants without 
fulfilling certain other. conditions later on. They are 
left with the designation Incorporated Accountant, 
which this scheme would rob of all its substance. Many 
would never be able to fulfil the conditions and there- 
fore could never in their lifetime become Chartered 
Accountants. In the changed conditions the designa- 
tion would ere long be meaningless, and that is all which 
is to be offered to these fellow members of ours. 
Moreover, I would point out that there is no absolute 
guarantee that the designation can be fully protected. 
We hear that all endeavours will be made, but there is 
no guarantee that it can be fully protected in the future. 
Is it right that members should be asked to support 
this scheme when so many of our members are going 
to be left at the best with a dying designation and 
probably left without any adequate protection even for 
that designation? e 
This is a sorry position in which to contemplate 
putting this minority. My view is that we of the 8,000 
have grave responsibilities concerning. the fate of the 
minority, and I suggest they have a right to expect us 
to afford them full and proper protection. In so doing, 
we should preserve our own integrity and our good 
name. Despite all the excuses and plausible arguments, 
there is discrimination in this scheme between one 
member and another. Let there be no mistake about 


"IC we are not all to be treated alike, and on that rock, 


in my opinion, this scheme should founder. 

It has been said as part of the propaganda to gain 
support for the scheme that future recruitment to the 
Society will be doomed by the gradual abolition of 
premiums and the extension of the Institute articles. 
I do not accept that for a single instant, and I-consider 
it shows a defeatist attitude which, I say with respect, 
seems to have been exhibited in the whole approach to 
the present scheme. It seems strange that we have 
members who have so little faith in the future when 
they can see the wonderful progress made by the 
Society in its seventy years’ existence. It has been built 
up practically side by side with the Institute and has 
gone from strength to strength. For more than seventy 
years the Society has given a special emphasis of its 
own which has been of immense benefit to the pro- 
fession as a whole. It is a growing force of considerable 
influence in the economic life of the country, and I am 
satisfied that a continuance of its vigorous contribution 
is still essential to the welfare of the profession as well 
as of the public at large, and, as I have already said, 
essential, I think, to the ultimate satisfactory unification 
of the whole profession. 

I regret, sadly, that I am quite unable to support 
this scheme. I think it is a moral question, the dis- 
crimination against our members, and on that score 
alone I shall be compelled, very regretfully, to vote 
against it. But I think with the President that it would 
be unfortunate if we had anything but a straight yea or 
nay vote to this scheme. We can either take it or leave it. 
The three Institutes have accepted it as far as they are 
concerned. We must decide, this scheme as it stands, 
do we take it or do we not? As I say, I regret that I 
cannot be one of those ready to support it. (Applause.) 

e ; ' 


Mr J. Eyles, A.S.A.A., A.IL.M.T.A. (Preston): I have 
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. travelled down: today. from Lancashire in order to be 
with you. Therefore I ask permission to say a few words. 
First, I should like to comment on the merry little quip 


which you, sir, made about Mr Piggott's proxies.. Mr 


Piggott's microphone was not working as far as we were 
concerned. We never heard his reply, but there is a per- 
fectly simple reply, It is that those eight proxies don't 
mean and are notintended to have any significance what- 
soever. We are not allowed a proxy to attend and vote 
on our behalf at this meeting, but, sir, I can assure you 
that those 7oo people. will not need a.proxy when 
your polling paper comes round to us at our .desks. 
(Applause.) | 

Now, sir, may I bring you, as I say, a is words 
from Lancashire? I am-not here.as a delegate, but I 
have a lot of friends in the north-west, and I can assure 
you that they do feel very strongly indeed concerning 
these particular integration proposals. 

Firstly, sir, may I say how wholeheartedly I do agree 
with what Mr Piggott and Mr Hayhow have already said, 
and, obviously I am not going over that ground again. 
May I also say how grateful I am to. the last speaker 
whom 1 really do respect for being, as I assume, 
a non-public accountant and having the strength of 
character to stand up and put his views forward as he 
has just done. l 

We obviously must feel that this scheme is patently 
unfair to public service accountants and we feel that it 
exhibits a suppression of the rights of the minorities 
which is exampled normally on the other side of thė 
Iron Curtain. I also feel that the inflexible agenda which 
is put in front of us this afternoon is not what we all 
might have expected, and it reminds me very much 
indeed of the Russian method of election where you 
have one candidate and one candidate only. (Applause.) 

You, sir, did mention that you will have one 


Incorporated member on your Council. I think that 


he will have a laugh. We have some eminent members 
in the north-west. We have a member on your Council, 
John Ainsworth, the City Treasurer of Liverpool. I 
just mention him because he is one of our luminaries, 
Mr Ainsworth has a staff of close on a thousand. I do 
not think that he knows just how many he has, but it is 
close on a thousand. He is a pioneer in the latest 
forms of mechanical accounting. He is a leader in 
modern accounting research. John Ainsworth has been 
honoured by the Queen. He has been honoured with an 
honorary degree from Liverpool University, but it is 
now suggested that he is not worthy to take the title 
of Chartered Accountant. (Applause.) But, sir, let him 
take heart. I have in my office a youngster of twenty- 
four. . 


The President: Might I urge you to be brief. 


Mr Eyles: . who served his articles in private 
practice. He has now come into our office. He has been 
a member for twelve months and a jolly good lad he is, 
too. If Mr Ainsworth can persuade that young man to 
take him into his employ, if he can get one room, one 
table and two chairs, and if they can stick it for three 
years, Mr Ainsworth will be a Chartered Accountant. 
The point is, and I say this in all sincerity, the pity is 
that we in the north-west, we in Lancashire, agree 
so whole-heartedly with this question of integration. We 
think that it is a great and a needful step forward in the 
profession, but we are not prepared for integratfon on 
these terms. Yet the amendment that we ask is really 
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so small, All that. we are asking is that the existing 
public service members shall have the rights of the 
remainder of the members of the Society. I for my own 
part - and P speak only for my own part — would be 
quite prepared to see the door shut now if that is the 
wish of all, but I do ask that the existing members 
should be treated on a general footing. 

I personally do not agree that if this scheme is 
defeated then all is lost. I feel that if this scheme is 
defeated the Institute will have to consider again. They 
will have received a refusal of their membership and 
obviously they will know. that something is disturbing 
us very seriously for us to make such a refusal. If such 
a refusal goes to the Institute, then I think that wiser 
counsels will prevail and I have hopes in that direction. 

In any case, I do not suggest that the Society is in 
trouble or that it is likely to get into trouble, whether or 
not it joins with the Chartered Institute at the present 
time. The Society has had. an honourable past and I 
foresee an honourable future for it whether it teams up 
or not. 

The profession is rapidly changing in a changing 
world. I personally protest at the implication that the 
only pure accountancy is practised in professional 
accountants’ offices. In the great big world outside 
there -are lots of exciting developments. There are 
developments of electronics and developments of other 
modern techniques. There accountancy is being prac- 
tised in-industry, it is being practised also in the public 


services and in the public corporations. I often wonder 


if the youngsters in the Society are so keen to put all 
their eggs into the basket of private practice. . 


I would point out that I do not think that the fruits - 


of this merger are the best admission ticket which can 
be given to the outside world of accountancy. 

You, sir, have asked me to be brief. (Laughter). What 
I would like to say is that I am proud to be an Incor- 
porated Accountant. I. think that it would be a tragedy 
if this Society closes in a welter of acrimony and bad 
feeling. I do feel that it is not the best soil in which 
the new integrated body should be nurtured. 

I do ask the meeting not to accept integration in its 
present form, but to give it a flat ‘no’ as that is the only 
choice that we have. Let us sit back and hope that we 
can get integration with fairness for all the members, 
sir, of your Society. (Applause.) 


Mr W. E. Brown, A.S.A.A. (London): My name is 
W. E. Brown and I arn an associate not in practice. 
We have heard a lot of speeches this afternoon by 
members in local government, and think we have 
heard quite a bit of filibuster. (Applause.) While I 
deprecate the fact that not all of us can be taken into 
the Institute as Chartered Accountants, nevertheless 
we must have regard to some facts and figures. The 
people who would not be eligible constitute about 
2,000 members. Those who would be, together with the 
existing members of the Institutes, are something in 
the region of 33,000. In addition to that, the people 
who are becoming members in local government have 
declined during the years. I have taken the trouble to 
go through the list of members for 1955, and of 496 
members in local government and in county councils, 
in the years 1921—29 the percentage of admissions was 
5:6; in 1930-39, 5°63; in the war years, 1940—47, it 
was 6:12 and from 1948 until 1954, 2:66. I believe that 
at the same time the membership of the I.M.T.A. 
has increased to somewhere in tle region of 2,500 
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, to 3,000. If this integration scheme falls through, the 
Institutes, as you know, will increase the number of 
ade their articled clerks to at least four. Therefore, I think 
| "7" that the effect on the Society would be similar to the 
effect it has had in Scotland — that is to say, in Scotland 
members of the Society eligible to become members of 
the Institute, 93; members of the Scottish Institute, 
5,947; whereas in England and Wales the numbers are: 
Societys members, 7,794, and English Institute, 
19,000. So I do urge all of you, for the sake of the 
profession in general and the Society in particular, 

and the future, to vote for this scheme. (Applause.) 


MrR.G.Creecy, A SA A, C. A.(S.A.) (Johannes- 

burg): I am an associate of the Society in practice in 

Johannesburg in South Africa. (Applause.) It is by 

chance that I happened to be in London for this 

meeting. I hold, in consequence, no specific mandate 
from members in South Africa, although I know that 
many of the views which I shall express will be 
endorsed by a majority of the 600 or 700 members of 
the Society in South Africa. ` 

First, let me say that I am not against the proposal of 
integration of the Society and the Institutes as such. I 
am, however, against the scheme, which discriminates 
against 20 per cent of the members of the Society. 
We have been told by the Courcil that our point of 
view was taken into consideration and pressed during 
the negotiations with the English Institute, but that 
the scheme as at present proposed was the best that 
could be obtained. It was also a scheme which gave 

-the coveted Chartered Accountant designation to 

sufficient persons to ensure its safe passage under the 
rules of the Society. However, the views of 2,000 
members adversely affected must not be ignored, and 
I consider the Council wrong to have forced upon the 
Society such an embarrassing decision. 

It is a principle of British justice that the rights of the 
minority shall be respected, and in the past, when 
anything comparable to the present proposals has ever 
been introduced, the attitude has always been to grant 
all existing members equal rights irrespective of any 
changes which may be introduced for those subse- 
quently seeking admission. It must be obvious that if 
the proposals are accepted some one or more from 

‘je Amongst the aggrieved will take every action within 
_* their power to prevent the merger or to extract com- 
pensation for the damages they will undoubtedly suffer. 
This will mean a great deal of unpleasantness between 
members of the Society, which can only lead to discredit 
upon the Society and the profession as a whole. 

My appeal at this meeting is to ask you to prevent this 
distintegration by rejecting the proposals in their 
present form. I repeat — in: their present form. This 
| can be done either by accepting Mr Piggott's amend- 

ment — which, since no other person has done so, I 

hereby second — or, if that is not possible, then by 

voting against the resolution as at present before the 

= meeting. The arguments against the scheme are already 

"well known to you and I will not take up any time in 
repeating them now. l 

However, I would like to say that so far as members 

of the Society in South Africa are concerned, the 

arguments put forward this afternoon, that the Society 

will cease to exist, are not justified there. The Society is 

| considered to be the senior body in South Africa since 

it is necessary for all practising members there, after 

receiving the “Chartered Accountant South Africa’ 
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designation, to pass a further examination in order that 
they may become members of the Society. It is an 
honoured degree, conferred upon members aftér further 
examination. There is-also a further point which -has ` 
to be considered, and that is that the Society has per- 
formed a very important function which will cease to 
exist if these proposals go through. Members of the 
Society may at present practise in any part of the world, 
and persons who have qualified for membership in one 
country may practise in another, provided the local 
regulations are complied with. In future, any articled 
clerk of mine, for example, receiving his training in 
South Africa will receive only the ‘Chartered Account- 
ant South Africa’ qualification, since I shall not. be 
permitted to grant him Incorporated Accountant 
articles. If he wishes to practise on his own in England 
after qualification, he will be prevented from doing so, 
a. state of affairs which I consider to be wrong in 
principle. , 

These minor difficulties may not be thought to be 
of importance to the 9,000 members of the Society who 
benefit under this scheme, but nevertheless, in voting 
for the scheme each and every person will be perpe- 
trating an aggression on an aggrieved minority and 
must be prepared for all the consequences which such 
an action will entail. Accordingly, I ask all members of 
the Society to show their solidarity at this moment.by 
insisting that, in any. scheme for integration of the 
profession, the principle of equality of rights for all 
existing members be observed. (Applause.) 


The President: Thank you very much. I want to 
make a plea. I have made it abundantly clear to all 
members present — and, Mr Piggott, I have addressed 
a few remarks to you, particularly as to the infor- 
mation that you have received from the Institute of 
Chartered Accountants. ''hey have made it quite clear 
to- you that their Council would not be prepared to 
accept the scheme on the basis of the proposals you 
suggest, which I gather you are prepared to put in the 
form of a.resolution, and which the last speaker, I 
gather, would second. It must be obvious to you that 
that represents an outright rejection of the scheme. 
'The schemes have been approved by each of the other 
three bodies. In my judgment they are here for us to 
vote upon. We should surely vote for or against. If 
the requisite majority in favour is not there; then the 
point which, if I may say so; you have advanced with 
such skill and advocacy, is made, and someone will 
have to think again. But with the greatest respect I 
suggest to you that what you are seeking is a direct 
rejection of the scheme in its present form. (Hear, 
hear.) Y would ask you, therefore, to leave the matter 
on that basis and tackle the resolution as I proposed it. 
Would you agree? 


Mr Piggott: I am sorry, but I wish to go on record 
the precise reason why we oppose the scheme. The 
supporters have asked me to move an amendment. 


(Applause.) 
The President: It is quite clear... 


Mr Piggott: If you refuse it, you refuse it on your 
responsibility. 


The President: I have not refused anything. I am 
asking you, Mr Piggott, whose intelligence I respect, 
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to appreciate what I am sure in your heart of hearts 
you know to be the fact- that what you are suggesting 
is in effect an outright rejection of the schemes. I am 
asking you, in the light of the indication which you 
have heard from other members who have not yet had 
an opportunity of speaking to allow this matter to 


proceed on the basis of the original resolution. Would : 


you agree?  . 
Mr Piggott: I am sorry, sir, no. (Applause.) 


The President: May I have please the amendment 
that you propose? (Document handed and considered.) 

I am advised that the amendment as put forward 
is.not an appropriate amendment. 


Mr Piggott: Mr President, may I be advised how my 
amendment might be converted into an appropriate 
amendment? 


The President: I will certainly give you that oppor- 
tunity, but I am sure other members here present this 
afternoon would appreciate. the opportunity `of 
expressing some views on the subject. (Applause — 
Str Charles Norton withdrew with Mr Piggott.) 


A member: Mr Chairman, may I suggest that a time 
limit be put on the length of speeches — say, three 
minutes. 


Mr W. E. Moore, F.S.A.A. (Sheffield): Mr Presi- 
dent and gentlemen I am one of the practising mem- 
bers. I listened a few moments ago with some dismay 
to a gentleman from Preston who ‘cast aspersions on 
those who started with a table and two chairs. I am 


not ashamed to stand before you as one of those who 


did so. If Mr Piggott wants to become a Chartered 
Accountant, the way is open, he can do it. I knew this 
before I came here today, but Sir Richard Yeabsley 
told you. He can do it far more easily than Sir Richard 
did. Sir Richard had to struggle through the hard 
way. It is. idle to say that you fear the battle outside 
and other people therefore should be circumscribed. 
The great thing we have to look to is the future of the 
profession. (Applause.) There are plenty of those of us 
who have managed to get a secure position in the 
profession at présent — I am not at the table and chair 
stage now. Mr Barrowcliff has given great services 
to our Society, and we are all of us prepared to 
acknowledge them. But at moments of crisis his instinct 
is not sure. We have had previous experience of this; 
and the vote of the members ought to have told him 
that their true instincts lay elsewhere. He says that his 
policy is isolation. But his practice does not believe 
in isolation: its motto is ‘From the Thames to the Tees’. 
(Laughter.) The Institute have been most generous. 
You cannot go to people and negotiate, and if they do 
not give you every point, carp and say they are not 
being generous. They have swallowed the question of 
bye-law candidates. Would they have done that ten 
years ago? 


A number of members: No. 
Mr Moore: They have taken municipal candidates, 


subject to being in practice for three years — not a 
great hardship; most people have had to do it £ much 


harder way than that. Because we cannot get everything: 
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we want, are we to throw all the rest away? All honour 


is due to our Council, who, despite opposition in. their ` 


own ranks, even if only it were a minority, have ig 


achieved so much for us. (Applause.) And all honour is 
due to the Institute Council, who have gone so-far 
with them along the road. The Institute stands today 
expectant, hopeful, even suppliant. (Laughter.) Its 
words to us are words of truth and soberness and 
hope for the füture. It asks us to join in uniting all that 
we have done in seventy years with all that the Institute 
have done in that time; and in that union our interest 
is deeper even than theirs. The Society has done a great 
and noble work. We have the opportunity to crown that 
achievement, or to destroy it. Whicb are we going to 
do? The Institute in the way it has met us in these 
things has recognized our achievement. The hope of 
our founders, that the profession would be more 
broadly based, has been realized. Four articled clerks 
that the Ínstitute members are going to be able to 
take in the future would not only damage ua, but it is 
an acknowledgment that we were right. If we fail now 
we shall fail all those who have gone before us; we shall 
fail the present; and we shall fail the future. For the 
future of our Society will be the future of a shrunken 
body as the supply of articled clerks dies out. I say tó 
all of you, both those younger than myself and those 
many. who are older, to think well and to think wisely, 
and to think not only of today, for the union with the 
Institute is not only going to be our interest, but will 
bring to us the gratitude of the generations that will 
follow. (Applause.) 


WER 


Mr J. E. V. Green, A.S.A.A., A.L.M.T.A. V. 


(Waltham Cross): I am an accountant in industry. 
First of all, I am not very well up in the personalities 
of the Council. Could J ask if the gentleman who spoke 
here earlier is entitled to become a Chartered Account- 
ant if the vote goes through? 


The President: Yes, he is. 


Mr Green: Then I should like to congratulate that 
gentleman on the integrity and courage which he has 
shown this afternoon. Now before I go any further 
could J ask why the amendment which has been pro- 
posed has not been accepted by the Chair? ` 


The President: That matter is now being attended to 
by Sir Charles Norton, our solicitor, I did indicate 
that it was not, so I was advised, in an appropriate form. 
Mr Piggott is with Sir Charles Norton at the moment 
dealing with the matter. 


Mr Green: Is it still possible to put an amendment in 
an appropriate form? 


The President: That matter is at the moment being 
dealt with. l 


Mr Green: I came along to make a rather long speech; 
but in view of what has gone before I will scrap it. 
If some of my remarks are a little disjointed, please 
forgive me. I am speaking of a few statements made by 
various people. First of all, a gentleman who spoke 
here said that all members in the municipal sphere 
had their reasons for taking the Society's qualificatiori. 
I, sir, had a reason for taking that. I wished to advance 
into commerce and leave local govérnment service, and 
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b ` Ehave done that. Now I find that if this proposal goes 


through I shall be one of a mere handful with the title : 


x Incorporated Accountant. I do feel quite strongly 

^ that this title.is going to become very shortly unrecog- 
nized in that sphere, and I am sure there must be many 
others who have taken a similar course. You, yourself, 
sir, asked: 'Can it seriously be contended that the 
qualification accompanied by membership of the 
Chartered Accountants’ Institute will be less valuable?’ 
‘The answer is: "Yes, it will be less valuable.’ There will 
be a handful of us in commerce and industry, as 
against several thousand now. Surely, that will make it 
less valuable. There will be possibly many Incorporated 
Accountants who belong to no institute or body of any 
sort. They will be under no standard of professional 
~ etiquette or discipline. Will that make the qualification 
less valuable? I am sure it will. 
Now if I may just turn to the position of the account- 
ants in commerce and industry. Little has been said 
on that this afternoon. I do feel that something should 
be said there, particularly with regard to this insistence 
| which will now be made on service under articles and 
the fact that this is leading to uniformity in the pro- 
| fession. I do feel that this insistence on training under 
| articles, far from leading to uniformity, is going to 






further widen the divergence between the accountant 
in commerce or industry or in the public service, and 
the accountant in practice. Already a growing number 
of industrial concerns are having their own training 
schemes, and of necessity the young trainees must take 
the Certified or Cost and Works. Also I notice that 
.recently we have had several circulars from another 

. body offering easy membership to qualified accountants 
and claiming that only they adequately represent the 
accountant in commerce or industry. 

Quite frankly, these are signs that there is a diver- 
gence growing. We don't want the accountancy field to 
be divided into two camps, and it must be fairly obvious 
to most people that this scheme will result in the new 
Institute having a definite bias towards the practising 
accountant. Even the title of Fellow, which up to now 
many of us may be entitled to, or do hold, is going to 


; be denied to the Society's members except those in 


practice. Again, that is an example of this bias. 
I should like to conclude by again stressing this 
E about articles, and I make an appeal to those 
"S members who were fortunate enough to be able to 
qualify. perhaps because there were such things as 
| bye-laws in existence —it may be that if that had not 
been so they would not be qualified now. So I do ask 
those members under the bye-laws to consider in all 
honesty whether they would now be Incorporated 
Accountants if this scheme had gone into operation 
some years earlier, and whether they really feel that 
the scheme is a justified scheme to put into operation 
now. (Applause:) r 


' Miss Ethel Watts, B.A., F.C.A., ASA A. (Lon- 
don): I practise in London. I venture to speak at this 

SE, meeting because we have heard so many speeches 
" against the. resolution, and although all members are 

] entitled to state their view, they do seem to reiterate 
y, the same point of view. (Applause.) I believe there are 
| many people like myself who are in favour of the 
resolution. And do not think that we are in favour for 
purely selfish reasons. I happen to be both a Chartered 

and an Incorporated Accountant, so personally «l 
neither gain nor lose one halfpenny. on the result .of 
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this meeting. (Applause.) But I have always been in 
favour of integration. I have always thought 1t a great 
pity that the two main accountancy bodies, with 
almost identical standards of training, should be 
divided. I have always thought that it would show 
progress if once we could meet and join together. I 
realize that there must be hardship in this. It is 1m- 
possible when you have a body such as the Society of 
Incorporated Accountants which has introduced 
numbers of specialists to make the terms apply to all. 
I do not think we are doing anything very unreasonable 
in trying to find terms that are going to suit a present 
membership, judged on the figures we have been given, 
and if I heard correctly that the people in municipal 
Treasurers’ offices who are now coming into quali- . 
fication were eleven in the last year. If we are trying 
to fit 99 per cent of the present applicants and to 
improve the standards of training, I think we are doing 
a good thing. 

There is another point that J would like to bring to 
your attention. We are very much sub-divided into all 
sorts of societies of accountants. We have the Institute 
of Chartered Accountants with its rules clear; we have 
the Society of Incorporated Accountants, with a very 
honourable record, trying to fit in rather diverse num- 
bers of people. We have other bodies of accountants 
on which I will not comment. The difficulty for a body 
in the middle is that it has to go one way or the other. 
(Applause.) 

If you do not accept this scheme, you may find you 
are doing something, and be forced to do something, 
that you would not willingly do this afternoon. 

Mr President, may I say that I do not make any of 
my remarks intending to be derogatory to the municipal 
‘Treasurers. I have served on a local government autho- 
rity, and I have received great help from them. I have 
great regard for their work. But we are dealing with the 
people who go out into the field of industry in general, 
and I really feel that the problem ought to be regarded 
on those terms. What we are doing for the future 1s to 
say what shall be the standard of training, what should 
be the qualifications of accountants in general. We are 
not dealing with accountants in a particular class of 
offices. (Applause.) , 


Mr A. C. Simmonds, PS AA, (London): Mr 
President, ladies and gentlemen, I am afraid I have not 
come with any lengthy prepared speech. I have only 
two very short points; I think one has been touched on 
before. If anybody goes in to negotiate a bargain, 
surely they do not think that both parties are going to 
get 100 per cent of what they want. I am quite satisfied 
that the Council have used every endeavour to get 
through a resolution which would have involved and 
included everybody, but I am sure that they had to 
take the best of the bargain in that particular respect. 

Secondly, may I ask everybody present to consider 
one further point? If the Institute increase their articled 
clerks to four and can therefore take an increased 
intake, and a person present has a son and wants to 
article him, to whom would he article him — the 
Institute or the Society? I am sure that that has got to 
lead us to the fact that we must consider this absolutely 
from the future — not from ourselves, today, or even 
from the point of view of the Society today, but from 
the point of view of the whole of the future of the 
professien as well as of the future generation. 


CApplause.) ` ; T e 
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Mr. G. N.. Benson, A.S.A.A. (Whitby): I have 
listened, Mr President, with very great interest to the 
remarks of this very learned. London audience. But I 
come from Whitby in Yorkshire, and up there we are 
an ignorant lot of so-and-so's — we do not even know 
what an Incorporated Accountant is! 

I have been qualified for twenty-five years, and I am 
still asked what it means, and how does it compare 
with a Chartered Accountant. 

But it is worse than that, sir, because my three 
partners are members of the Chartered body ~ we 
can just call ourselves ‘accountants’; you know, the 
same as the man along the street who will do your 
income tax return for half-a-crown, insure your wife 
and sell you a couple of tickets for the pantomime in 
Leeds. It is ridiculous, but it has gone on long enough; 
and I do beseech you, ladies and gentlemen, don't 
chase the shadow and lose the substance. We are told 
that this is the first step and I implore you take that 
step firmly in the right direction. (Applause.) 


Mr W. E. Bason, A.C.A., A.S.A.A. (Hitchin): 
I am in practice at Hitchin. We rightly heard this 
afternoon quite a lot of criticism about this scheme, as 
I understand it, which was put by representatives 
of public and local government. 'l'his is, of course, 
the place where they should thrash it out. They 
have a certain amount of my sympathy. l can 
quite understand the position in which they find 
themselves, but I am a supporter of this scheme. I, 
like the lady accountant who spoke a few moments 
ago, am both a Chartered and an Incorporated Ac- 
countant. I qualified by articles in each case, but as 
far back as 1927 when I was going through articles 
with an Incorporated Accountant I was told: ‘The time 
is bound to come when there will be a merger of some 
sort or other between the Institute and the Society.' 
l have never forgotten that and I have always in my 
own small way plodded on with that in view. To me it 
seems ao silly that between 500 and 600 of us belong 
to the Institute and to the Society. We see them both 
plodding on with the same ideals. I say boldly that the 
standard of examinations is on a par. I have been 
through them both. I have been through the lot and 
I understand it. I have done more than that. I say that 
they are on a par. I see the literature coming out from 
the Institute and the Society. It is, in effect, duplica- 
tion. In my opinion it is stupid to carry on separately 
in this manner. 

I say this quite seriously as a loyal Incorporated 
Accountant in my view the days are numbered for 
the Society. If this scheme does not go through our 
days are numbered. 'T'hey must, of necessity, be. We 
are too near the Institute in our outlook and in our 
ideals to be able to continue as a separate entity. 
Therefore, I hope that members in Government service 
and in the service of the local authorities will bear in 
mind what faces us if this does not go through. One 
course is to link up with the Institute, which cherishes 
the idea of articled service. We must remember that 
to them that is a cherished ideal. They have always had 
it. How can we, in the spirit of give and take, expect 
them to throw that over entirely? We have got to be 
fair. They have given quite a lot but, as one speaker 
said, we cannot expect 100 per cent from them. 

Secondly and alternatively, if this scheme does not 
go through, as I see it — this is my way of loeking at 
it — what does it mean? It means by necessity, owing to 
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the Institute of Chartered Áccountants going on with 
their idea of having four articled clerks. I have not the 
slightest doubt that that is what they will do. With four ~ 
articled clerks new blood into the Society will gradually 
fade away because, as previous speakers have said, we 


depend upon a large supply of potentia] members of. 


the Society from the offices of Chartered Accountants, 

What is the other source of supply? It has been from 
municipal offices, but we have heard it said clearly 
here this afternoon that during recent years that flow 
of blood into our Society has dwindled and dwindled 
until it is only about eleven. Therefore, I say that the 
members who have spoken this afternoon so eloquently 
from the point of view of the municipal members, are 
looking at it too personally. It is not as if they were 
pumping into the Society hundreds and hundreds of 
candidates for the future. (Applause.) 

What is the other alternative? Let us be bold, without 
any kind of aspersions whatsoever on the Association. 
Let us be bold and recognize that if this integration 
scheme does not go through, I would say there will be 
a tendency, owing to the lack of entrants into our 
Society, to seek a merger, probably with the Associa- 
tion. I for one at this stage could not support that. 
That is my view. 

Alternatively, there would be keen competition with 
the Association. Would we like that as a Society? 

Lastly, if we do not do any of those things, what 
follows? What follows is natural death because the 
flow in will fade away. 

I ask the members of my Society who are with local 
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government and who have spoken so eloquently this x 


afternoon: would you not prefer to come in with the 
Institute as Incorporated Accountants with such rights 
and privileges as there are or to continue with a Society 
which is bound to dwindle and dwindle, because of the 
lack of the flow of blood into it? I ask you seriously to 
consider that. 

' Finally, I do plead with you. I have been to quite 
a number of meetings on both sides, the Institute side 
and the Incorporated side. I have spoken at quite a 
number of them and put my views forward. I was 
almost ashamed of many Institute members who 
failed to vote on such a scheme. This is an important 
scheme on which so much in the future depends. I 


say that it is the duty of every Incorporated Accountant $ 
to make up his or her mind and vote. If you feel that. 


you have got to vote against it, then vote against it. 
[f you feel that you can support it, support it. Will 
any Incorporated Accountant here tell me that he has 
been so trained that he cannot make up his mind one 
way or the other and, therefore, he cannot vote? No. 
The whole of our training is such that we have to 
reach decisions day after day and hour after hour. I say 
that every Incorporated Accountant can make up his 
mind either to vote for it or to vote against it, and it is 
our duty to do so whatever the result may be. 

` In conclusion, I would say to you as I have said to 
others that I think that the Council have done a very 
good job of work under difficult circumstances, W 

cannot expect everything to go through as we would 
like it. (Applause.) 


The President: I am going to ask Mr Witty to say 
a few words. (Applause.) 


Mr Richard A. Witty, F.S.A.A. (London): Our 
proceedings this afternoon seem $o me to have been a 
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b little gloomy. That is, I suppose, almost inevitable from 
the nature of the speeches that we had to.expect. To 
aec cheer ourselves up may we remind ourselves that we 
"P are really considering a proposal of marriage.:The mere 
fact that we may not altogether like the way that the 
rnan of the party talks does not justify us in upsetting 
the arrangements. Even if we have a little bit of a 
fight argumentatively, that does not necessarily spoil 

the wedding festivities. 

That reminds me that it is now some sixty-two 
years since I first started fighting for our Society. 
(Applause.) During the whole of those sixty-two years, 
from one cause or another, I seem to have gone on 
fighting. On the whole it is, I suppose, a habit, and 
perhaps Mr Piggott will agree with me when I say 

~ once a fighter always a fighter. If it is a habit, I think 
on the whole it is a rather satisfying habit. But there 
is a limitation. It is not a scrap of good fighting 
amongst yourselves. If you fight amongst your own 
family, that can only give trouble. While listening to 
the speakers this afternoon, I could not help recalling 
the amicable relations that have persisted as between, 
shall I say, municipal members on the one hand, and 
the ordinary practising members on the other, during 
the whole period of this Society’s existence. We have 
helped each other enormously right from the early 
days when the municipal accountants were given the 
opportunity of joining the Society and obtaining a 
qualification, which perhaps they could not obtain 
-. . by any other means. Also, as often happened when we 
| attended the House of Commons for a wrangle over 
| .some Parliamentary Bill - usually on audit clauses, if 
I remember rightly - we could always rely upon the 
help of our municipal friends. It made me a little bit 

— sad to think that perhaps some of that amicable re- 

i oe may have been forgotten. I am not sure 

' it has. 

Each speaker has put what he thought necessary to 
defeat the main resolution. Of course, the President 
himself has already explained in advance the reasons 
for the scheme and the reasons why a certain number 
of the members of this Society will retain the designa- 
tion of Incorporated Accountant as members of the 
Institute. But I am a little puzzled to know what these 
Incorporated Accountant members are going to do 
'.- when, if they so desire, they become members of the 

"English Institute. I think I know what they are not 
| going to do. Surely, they are not going to sit down 
| with folded arms and keep their mouths absolutely 

shut, That is not the way fighters work. I cannot 

- help thinking that, within the ranks of the Institute, 

they will be in a much better position to fight and 
l carry forward the arguments that they want to put 
' forward, because there they will be actually within 
the arena. They will not be outside it. There will be 
nothing to prevent them from saying just what they 
like. They will have all the rights of members of the 

" . Institute and, as they have already been told, we are 

only considering this as one more important step 

_ k- towards the ultimate complete unification of the 

~~ accountancy profession. 

L Other members, Í am sure, will forgive rne if I use 
- the municipal men to illustrate any point I want to 
! make, because I think Mr Piggott’s first speech 

crystallized the arguments of all those who think they 
will be suffering because of the continuation of the 
use of the term Incorporated Accountant in their case. 
Apart from that, I de not think anybody would attempt 
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to summarize the discussions this afternoon, and we do 
not yet know where we are finally going. But I would 
say this, and I: am speaking probably as one of the 
oldest members of this Society present. I am speaking 
as one who knew Sir James Martin intimately, and 
who realizes, as nobody else in this hall can realize, 
what James Martin meant to the Society. I realize 
that during the whole of his career he was working 
towards this form of unification. I admit that there are 
points in it that we do not like. That has already been 
agreed, but it is a great step which, surely, will lead 
to the unification of this profession to which we are 
all, I presume, very proud to belong. Is it too much, 
even at this stage, to hope that we may all vote solidly 
in favour of this scheme of integration which has been 
given consideration by many thousands of individuals, 
many of whom will be affected by it one way or 
another? So all I can say at the end is let us make the 
19th day of June, 1957, a real landmark in the history 
of our great profession. (Applause.) 


The President: As I understand it, the amendment 
that Mr Piggott proposes is the following: 

That the resolution be amended by adding at the end 
the words: Subject to the schemes being amended to 
provide equal rights to all existing members of the 
Society and candidates in course of qualification. 

I gather that is the amendment that Mr Creecy has 
seconded. 


Mr Creecy: That is correct. 


Mr Piggott: Do I have the right of one minute’s 
brief reply to the comment that has been made? 


The President: Would you allow me to finish what 
I was going to say? Then by all means add the com- 
ments I gather you wish to make. I am deeply sorry 
that my words have failed to persuade Mr Piggott 
and Mr Creecy to withdraw this amendment because 
it is quite evident, I am sure, to each and every one 
of you that it is a direct negative. (Hear, hear.) How- 
ever, I gather that both are adamant in putting the 
amendment. Am I right, Mr Piggott? 


Mr Piggott: Yes, Mr Chairman. 


The President: And I am right, am I, in believing 
that you do so knowing, as I have said before, what 
the Institute have told you in regard to such an 
amendment? 


Mr Piggott: Yes, sir. 


The President: Thank you, Mr Piggott. That being 
so, it is my duty to put to this meeting the amendment, 
having now determined what the amendment is. 
Before doing so, I now give Mr Piggott that oppor- 
tunity of adding the comment that he asked permission 
to add just now. 


Mr Piggott: Thank you, Mr Chairman. Ladies 
and gentlemen, you have listened patiently to many 
speakers this afternoon and, unfortunately, I missed 
one or two speeches. I think the position may be 
simply summarized as this. As Mr Witty said, my 
arguments have crystallized the position. I have made 
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niy.remarks and I. would just like to say one thing in 
E tà all the criticism that has been made. 

After thinking about all this, we have decided we 
will ask merely for the preservation of existing rights. 
We have not attempted in my resolution to dictate 
the policy of the future Institutes. We have said that 
it is a principle of British justice to grant the minority 
equal rights. Therefore, the intention of my amend- 
ment is simply — if I may repeat the essential words — 
‘to provide equal rights to all existing members of the 
Society and candidates in course of qualification'. 

‘And I would ask you all, perhaps to ask you all is 
asking too much, but I ask as many as possible to vote 

in favour of this amendment and to show how we 
ESCH feel the responsibility to one another. We are 
one body and we should be treated equally. 


The Presiderit: An amendment is now bue the 
meeting, and, as I understand it, it is subject to a 
simple majority. I:therefore now put the amendment 
to the meeting. Will those in favour of the amendment 
kindly. signify by raising their right hand? (After a 
pause.) Now with regard to the amendment, will those 
against please signify by raising their right hand? Do 
you want me to count all these, Mr Piggott? (Cries of 
€ No. " | 


Mr Piggott: “You have the numbers in SUPEOR 
I take it. 


The President: Yes. 

Mr Piggott: If the numbers in’ support are pub- 
lished, it is entirely in your discretion if you want to 
publish those against. (Cries of ‘Oh. ’) 


The President: You want me to: count din 


Mr Piggott: It is in your discretion, sir. 
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The President: On that footing, I have no alterna- 
tive but to do so. T'hey will be counted. (After a pause. ) 
Those for the amendment, r36; those against, 938. 
(Applause.) I declare the amendment lost. 

I now put the original resolution. 


Mr Creecy: May we ask for a poll, sir? I ask on 
behalf of overseas members, who have not had gn 
opportunity of voting on this amendment. 


The President: They will have an opportunity, 
Mr Creecy, as you well know, of voting on the original 
resolution. I beg of you . . . (Mr Creecy sat down — 
Applause.) 'Thank you. . Thank you very much. 
' I thereupon- I hope with the approval of my 
friend on the left (pause) — put the resolution that I 
originally proposed, and which was seconded by the 
Vice-President. Will those in favour be good enough 
to signify in the usual way, with their right Hands 
rdised? (After a pause) Will those against SES 
$ignify? 
The voting is as follows: 
For the resolution 972 
Against Lil 


(Prolonged Applause.) 1 EE the resolution passed 
as a special resolution by the appropriate majority, 
but as I indicated in my opening remarks, a poll is 
being demanded. I have before me a request for a poll 
signed be Mr Richard A. Witty, Mr Bertram Nelson 
and Mr Cassleton Elliott. Voting papers will be sent 
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out within the prescribed time, and the appropnate 


time will have to elapse during which members wi 
all have an opportunity of recording their votes on the 
voting papers. 

All that remains for me now to do is to exhort all 
members to vote on the voting papers. Ladies and 
gentlemen, thank you very much for your attendance. 
That concludes the business of this meeting. (Applause.) 


Reviews 


Banker and Customer Relationship and the 
Accounts of Personal Customers 


by L. C. MATHER 
(Waterlow & Sons Ltd; London. 25s net) ` 


Mr Mather is the general manager of the Midland 
Bank Executor and Trustee Co Ltd, and one who has 
risen to that position through a long apprenticeship 
to the legal side of banking. His treatment of the 
banker/customer relationship is, as one would expect 
from such a writer, an eminently practical examina- 
tion of the law as it affects the day-to-day business of 
banking. Banking law is only indirectly the concern 
of accountants (except in their own capacity as cus- 
tomers); but the spheres of influence touch and 
overlap at so many points that some accountants, 
even amongst those who have passed beyond ex- 
amination. age, may welcome this survey, which 
appeared first as a series of articles in The Bankers’ 
Magazine. The book has the merits as wel] as the 
disadvantages of its original form; it is obviously not 


so easy to look up a particular point in a volume not ye 
at 


designed as a textbook, and it is unfortunate th 
the publishers have felt compelled to use the format 
of the magazine; but the narrative interest of the good 


magazine article is there, and of course Mr Mather’s 


authority to inform that interest. 


Market Research and Scientific Distribution 


by A. H DAVIES, B.SC.(ECON.), M.S.M.A., M.I.P.A., 
M.A.A., and O. W. PALMER, A.S.M.A. 


(The Blandford Press Ltd, London. 42s net.) 
This book covers two topics in the field of selling 


a 


and distribution. The first, which fills about three-~g 
quarters of the book, is devoted to an exposition of ` 


market research; the remainder deals rather more 
concisely with sales promotion, packaging and the 
pros and cons of self-service, etc. The authors 
deserve credit for producing a useful and readable 
discussion of the techniques of market research. 
Their treatment at times tendseto fall between two 
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stools. It is rather too lengthy for the ordinary business 
executive, but not comprehensive enough for the 
serious student. For both groups of readers, however, 
there is much of interest, most of it being explained 
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“in a lively style with ample illustrative material. For . 
the non-technical sales executive this book contains : 
a useful summary of much that he should know, and ` 

comprises a serviceable aide-mémotre. | 


Finance and: Commerce 


After one of the busiest three-week accounts on 
record the stock-markets have turned quieter and 
easier. Wall Street's uneasiness is affecting sentiment 
on this side although support continues for 
‘domestic’ issues. 


Church Accounts 


It is some time since we last had an opportunity of 
reprinting church or parish accounts. There is, we 
know, a wide interest in the form and style of 
presentation of church accounts and many readers 
will no doubt fnd this week’s reprint of the r956 
accounts of the Church of St Margaret, Lothbury, 
to be of particular interest. 

Accountants in the City will know St Margaret's 
well; for one thing it is the parish church of the 
Institute, whose annual service, attended by the 


. President, members of the Council and others, is to 


be held next Wednesday. For readers who do not 
know the City we might add that the church stands 
opposite the “back door’ of the Bank of England and 
is known to many for its excellent series of lunch-time 
lectures, song recitals, organ recitals, readings and 
talks on a wide variety of subjects. 

One of the financial points indicated in the accounts 
is the serious erosion of capital funds brought about 
by the decline in the gilt-edged market. This is of 
considerable concern at a time when heavy demands 
are being made on funds for the restoration pro- 
gramme now in hand. 


Research Pays 


Those concerned in company administration who 
may be exercised about the weight of the debit side 
of the profit and loss account, may be interested in a 
considerable saving effected by the London Brick 
Company Ltd. This company went right ahead last 
year with the development of its technical and re- 
search department. Practically every angle of the 
company's production came under investigation. 

In this wide field, says Mr A. T. Worboys, the 
chairman, perhaps the most notable contribution was 
provided by researches into the operation and per- 
formance of many of the kilns, and they had learned 
more in the twelve months than in all their previous 
experience of what really happens inside the kilns 
and driers. Ínstrumentation was steadily going for- 
ward and in addition to better control of the brick- 
making process, a benefit in the way of fuel economy 


which was not.envisaged when the scheme was first . 
put in hand. l 

"They had one large kiln unit, built in 1950, which ` 
had been operated under full instrument control - 
since June last year, and the use of instruments and ` 
modified burning techniques which these bad made : 
possible had enabled a saving of approximately ` 
4,500 tons of coal in nine months in the operation 
of that kiln alone. 

Heat is now far too expensive to use extravagantly, ` 
This company, with years of “know how’ in brick- . 
making, has found an unexpected saving. There are : 
lots of factory buildings which, through poor insula- . 
tion, let heat escape and load the debit side of the 
profit and loss account with many unnecessary £s. ` 


Problems in Planning 


Local authority planning these days provides another ` 
factor to be contended with. The plan may be well- : 
conceived, in the public interest, etc., but here and 
there it will cut across the sectional interests and ‘ 
provide another headache for managements. j 

F. McNeill & Co Ltd, with interests in cable 
making, found itself mixed up with the Kirkintilloch ` 
Area Development Plan. The site on which its works | 
near Glasgow stood was designated as a future open 
space and in the meantime, no further industrial 
development was to be permitted. 

The board decided that the best thing to do would 
be to close the factory and make an orderly transfer ` 
of production from Kirkintilloch’ to ‘the company’ 8. 
modern factory at Barking. | 

In the board’s view, the value of the premises . 
was substantial prejudiced by the plan and while 
some of the buildings are still in use as a depot for 
the company's products and some have been let on 
short leases, in view of all the circumstances, in- 
cluding change in use, it has been thought desirable 
to write the property down to £500. The amount. of 
£39,066 so provided has been deducted from a 
ge of £49,474 arising on a-professional valuation . 

the Barking property. The net surplus of £10,048 
7 been added to capital reserves. 


Money Market 


Treasury bill applications totalled £394,595,000 and 
bidding at £99 os od the market obtained 59 per cent 
of the £250 million of bills offered. The average rate - 
was £3 175 1:35d per cent. This week’s offer. is . 
£260 million. | 
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THE 
ACCOUNTANT. 


Correspondence SEN" 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Schedule E and Residence 


Gm, - Mr D. W. Roberts has inquired (June 22nd 
issue) whether a person employed abroad can be 
assessable to United Kingdom tax on the full 
emoluments from such employment in the year in 
which he becomes resident. 

This problem appears to have occurred to him by 
reading a sentence in isolation taken out of a para- 
graph in my article (page 674, June 8th issue) 
without relating it to the preceding sentence which 
clearly indicated that the subject of that paragraph 
was remuneration from employments in the United 
Kingdom. Moreover, his quotation from the article 
of the words 'even if a part of their duties are carried 
out abroad' shows that what was under discussion was 
an employment, the duties of which are mainly 
performed in the United Kingdom. 


Yours faithfully, 
London, NW2. ARTHUR REZ. 
| Share Issues and Premiums 


Sm, — I have read with some interest the corres- 
pondence in your columns on the question whether 
money derived from the issue of shares at a premium 
can be used for redeeming redeemable preference 
shares; and it is with great diffidence that I suggest 
that your correspondent, Mr Raymond Epstein (who 
says that Section 56 of the Companies Act, 1948, has 
a bearing on the point — June 15th issue), is confusing 
share premium account, which appears on the 
liabilities side of the balance sheet, with the proceeds 
of an issue of shares (usually cash), which are to be 
found on the assets side. 

Section 58 of the Companies Act, 1948, provides 
two sources from which redeemable preference shares 


may be redeemed. It does not prescribe here what is - 


to be struck out of the liabilities side to balance the 
cash withdrawn from the assets side, since obviously 
it is the nominal amount of the shares redeemed 
(when redemption is at par) which is struck out, but 
it doés prescribe that the cash used for the redemption 
shall be either, (1) cash which might otherwise be 
paid in dividend, or (ii) cash representing the pro- 
ceeds of a fresh issue. If the former is used it is 
obligatory to transfer (on the liabilities side) a sum 
equal to the nominal amount of the shares redeemed 
from a free reserve (which would have been written 
down if the cash had been distributed in dividend) 
to a capital redemption reserve fund. 

If a fresh issue of shares is made at a premium, 
then in my opinion, as a matter of construction, the 
cash representing the premium is as much ‘the pro- 
ceeds’ of the issue as the cash representing the 
nominal amount of tbe shares, and the whole of the 
cash is available for redeeming redeemable preference 


shares at par without the necessity for any capital 
redemption reserve fund. 


This is simply a question of the meaning of the : 


words and is nothing to do with Section 56. I 
appreciate that this means that under the 1929 Act 
it was possible to redeem redeemable preference 
shares out of the proceeds of the issue of shares at a 


premium and still have a share premium account as ` 
a free reserve, but this loophole has largely been _ 


closed by the enactment of Section 56. 
For example, the effect on a company’s balance 
sheet of redeeming £80,000 redeemable preference 


' shares out of the proceeds of a fresh issue of £60,000 
ordinary shares at a 334 per cent premium is that ' 


on the liabilities side £80,000 redeemable preference 
shares are replaced by £60,000 ordinary shares and 
£20,000 share premium account, and the assets side 
has no visible change. If at this stage the company 
has in hand enough cash to redeem an issue of 
debentures at a premium of £20,000, it may do so, 
and under Section 56 (2) it may write down its share 


vm 
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premium account by £20,000. If it does this, it has ` 


. not reduced capital without recourse to Section 66, 


but it has reduced share premium account in a 
manner authorized by Section 56 (2). 
But if the debenture redemption had not taken 
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place the company would not have ‘applied’ share . 
premium account at all within the meaning of Section `. 


56, any more than if it had applied the moneys 
representing the premium in paying for the erection 
of a new factory. Share premium account would be 
intact and Section 56 would have only been relevant 
so far as it imposed an obligation to have such an 
account. This section imposes restrictions on writing 
down or reducing share premium account not on the 
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application of moneys representing the premiums. ` 


Broadly speaking it equates share premium account 
with capital, but Section 56 (2) slightly mitigates this 
so that there are some things which you can do with 
share premium account which you cannot do with 
capital. 


q 


If Mr Epstein's contention that Section 56 prevents `` 


premium moneys being used (as such) to redeem 


. redeemable preference shares were right, it would 


follow a fortiori the moneys representing the nominal 
amount of the fresh issue of shares could not be so 
used. Which 1s absurd. 


Yours faithfully, 
Lincoln's Inn, WC2. JOHN MONROE. 
Costing Terminology 
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Sir, - As a lecturer in costing for some years I have . | 


found that one of the greatest problems confronting 
students is the terminology of costing. I-thin one 


could say that accountancy terms have now a fairly ^: 


precise meaning acceptable to all aacountancy bodies. 
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This could not be said of costing and I feel the time 
has come for the senior authorities on this matter to 
get together and establish a terminology which 
students and management can accept without the 
confusion which often now exists. 

At the moment, students studying for the examina- 
tions are puzzled, on many occasions, by (a) the 
different meanings attached to térms used by 
lecturers and authors; (b) the fact that certain of 
these terms are not observed in published terminolo- 
gies; and (c) the fact that where they are defined, the 
definition leaves the student no more informed than 
prior to investigation. 

The science of costing is now firmly established. 
It is, therefore, equally important that the terms which 
reflect the language of costing be also firmly estab- 
lished 1n order that accountants and management can 
speak in one voice. 

, On behalf of accountants and students, may I, 
through the columns of your journal, respectfully 

. appeal to the various accounting bodies to make 
a joint effort to introduce a costing terminology which 
can be universally accepted. 


Yours faithfully, 


Enfield West, Middx. H. R. CLOTHIER. 


‘Work Measurement in the Office’ 


Sir, - Mr Frederick G. Beard, in his article in your 
issue of June rgth, tilts at a windmill when he 
implies ‘vehement declarations’ from time study 
engineers. Indeed the time study engineer would be 
the first to acknowledge the accountant’s ability, by 
virtue of his experience, to effect a suitable motion 
study. I know of no time study engineer who would 
consider the rating of clerical labour to be ‘outside 
the purview’ of the accountant who had received 
training in the correct techniques. 

. The inevitable inception of work measurement and 
incentive into the office is a fact which accountants 

' seem reluctant to accept. Does it shake too many 

ledgers and raise too much dust? 


Yours faithfully, 
JOHN J. CHAPPELL. 
Dartford, Kent. 


Sir, - I wonder how many professional accountants 
would consider themselves to be by virtue of training 
and experience 'obviously more qualified to determine 
the best methods of performing purely clerical work 
than any non-accountant'. The statement Mr F. G. 
` Beard bas made (“Work Measurement in the Office’ — 
. The Accountant, June 15th, 1957) is simply unaccept- 
able, unless one restricts the discussion to book- 
keeping and accounting work only. To'do it, however, 
would be unrealistic, as there are clerks in all sorts of 
offices and departments — or would be, could only 
the sacancies be filled. 
The 1951 Census tells us that the percentage of 
workers classifiedeas clerks to all workers varies from 
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0*7 per cent in agriculture to 53:0 per cent in insurance ' 
(see The Economist, June 22nd, 1957). Can a profes- 
ssional accountant, without making an extra study, 
possibly know in detail the day-to-day. routines in 
production control, estimating, purchasing, personnel 
administration, or even the costing department — to 
quote just a few examples? Yet a great saving is 
likely o. be achieved by eliminating a multiplication 
of frequently identical records kept by various depart- 
ments and by integrating work done in those 
departments. 

The concept of integrated data processing is fairly 
new. It is usually associated with some expensive 
equipment, which may lead to a mistaken belief that 
integration is out of place where a pen or a pencil is 
the basic tool. Integration implies team spirit and 
co-operation extending across interdepartmental 
barriers. The accountant must, and will be in it; 
but the effectiveness of his contribution will, among 
other things, depend on his ability to modify some of 
the ideas acquired in the course of his professional 


Three factors seem to be pertinent in this con- 
nection — job skill, job management and man manage- 
ment. The job skill is obviously there, although life 
produces from time to time both 'qualified failures' 
and ‘unqualified successes’. But there is a vast 
difference between leading and managing a compact 
audit team and a large functional department. ‘There 
would probably be less scope for improvement in the 
efficiency of offices today, but for the unjustified 
broad assumption.in the past that a highly skilled 
professional man must inevitably be a good organizer 
and an expert in human relations. 

How can, except for obvious cases of brilliance or 
failure, the efficiency of a clerical worker be defined? 
I am convinced that it is a relative term and that the 
parallel between, say, a girl on a productive belt and 
a girl in a typing pool is more apparent than real. The 
factory girl handles standard parts and can maintain 
her speed. The typist, on the other hand, may have 
either something easy to read and type, or some 
untidy and illegible manuscript to copy. Averages are 
not a complete answer to this problem. Other clerical 
jobs are even more difficult to time, because of the 
element of discretion (decision taking) inherent in 
a job. 

A intelligent informal comparison by the first-line 
supervision, facilitated by job rotation, is likely to 
yield quicker results. Apart from that, it does not 
imply incentive payments, which although related 
is another problem. When assessing the efficiency of 
a clerk one ought to use two yardsticks simultaneously 
— one of them takes a long- and the other a short-term 
view. The long-term efficiency factors are: versatility, 
reliability, trainability and promotability. They are 
all self-explanatory. The short-term assessment de- 
pends on the particular situation. Thus if ; 

(a) there are two equal or comparable jobs, who- 

«ever does his more quickly is the more efficient; 

(b) the time taken is the same, one job being 
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more difficult than the other, the clerk doing the 
difficult job 1s more efficient; 


(c) the time taken and the degree of the difficulty: 


involved are the same, the person making 
fewer mistakes is more efficient; 

(d) all the aspects mentioned under (a), (b) and (c) 

are equal, more efficient is that worker who 
| requires less supervision. 

The reader may ask why paper should be wasted 
to write down a number of common-sense statements, 
Well — let us have more common sense in the offices. 
Science will be forced upon us by other people. 

Yours faithfully, 


London, SW16. L. HARE, B:com. 


Evaluation of Work in Progress 


Sir, - In the March 16th issue of your journal, on 
page 294, Mr G. L. Page makes an interesting but 
brief reference to the evaluation of stock and work in 
progress inventories of standard values. 

In an industry where there are many processing 
stages, it is inevitable that there should be a dis- 
crepancy between physical inventories and book 
stocks. If the discrepancy is large, the accuracy of 
both physical inventory and book stock becomes 
suspect. 

I shall be grateful if Mr Page can give a more 
detailed description of the method mentioned, 
together with any measures taken to trace discrep- 
ancies to their source, as J am sure this will interest 
many who share a common problem. 


- Yours faithfully, 
London, Er6, W. A. Du TOIT, A.C.LS. 


[Mr G. L. Page writes: The reference to evaluation of 
work in progress in my paper concerned solely that 
portion of the value represented by the labour expended 
on the materials in progress. Conventional methods of 
carrying out this evaluation vary from firm to firm and 
from industry to industry. 

By calculating the standard labour value of the out- 
put of each department on a regular period basis it is 
possible to record the inter-departmental transactions 
in terms of labour value in the products as they are 
transferred from department to department and ulti- 

mately to the finished goods warehouse. If there is 
no system of cost control, be it the one referred to here 
or any other, it is improbable that any reliable method 
of evaluating the labour content of work in progress 
exists — it is certainly difficult to see how it can be done 
by means of a physical inventory, in which event the 
question raised by your correspondent does not arise. 

The problem of discrepancy between physical 
inventory and book stock of the material content of 
work in progress is an interesting one but rather outside 
the subject of my paper.] 


Value of Employee Suggestion Schemes 


Sir, — As a visiting accountant and cost consultant, I 
have had an opportunity to see some parts of British 
industry before my return to the States, and find*some 
remarkable improvements since my last trip. 
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. However, if my remarks are of any help, I shall be 
glad if they ate looked upon as that of a friend and in 
the light of constructive criticism. 

One of the main reasons for the growth of the 
North American economy is the great co-operation 
which exists between management and men and the 
recognition that employees have a very great part to 
play in the growth of a business. For example, a 
tremendous boost is given by ideas which are fostered 
from the factory floor by well-paid suggestion 
schemes. | 

United States Steel has just instituted a com- 
prehensive plan for rewarding non-management 
employees who submit practicable suggestions for 
reductions of cost, waste, maintenance, hazards to 
health, or possibilities of accident or fire; for increases 
of product utility, quality, yield or production, for 
conservation of materials, energy, power or time; and 
for development of merchandizing or sales ideas, new 
sources of revenue, or new products. 

Awards will range from $10 to $10,000, and in 
exceptional cases, consideration will be given to even 
higher awards. For cost-reduction awards, the amount 
usually will be based on the first year’s saving at the 
plant or mine where adopted. After the cost of apply- 
ing the suggestion is subtracted, 20 per cent of the 
first year’s net saving will go to the employee making 
the suggestion. - 

The economy of a-country is assisted in its growth 
by dynamic plans like the above. 


Yours sincerely, 
London, WCr. R. PETERS. 


Income Tax on Foreign Property 


SIR, ~ A client spent two years’ holiday in Australia 
and while there purchased a house which was let on 
his return to England. He gave his daughter, whom 
he left in Australia, a power of attorney to collect the 
rent and pay expenses, at the same time telling her 
that she could use any surplus for any purpose she 
wished and that he did not want any benefit from the 
property except the return of his capital whenever it^ 
came to be sold. The question arises as to whethet 
the surplus income from this property is assessable 
to British income tax upon our client or whether the 
daughter is the beneficial owner as we have claimed. 

We would appreciate the views of other account: ; 
ants on this case. 

Yours faithfully, i 
PUZZLED. 


Faith Healing, and Income Tax 


SIR, — Can any of your readers let me know whether 
the gifts received by a faith healer are taxable? These 
gifts form his sole income. No charges are made by 


him and all the gifts are unsolicited. 
Yours faithfully, 
° J. HADJIZADE. 
London, WI. wf b 


KEEN 
3 June 29th, 1957 
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STATUTES 
(5 & 6 Eliz. 2 ) 


Chapter 21: Cinematograph Films Act, 1957 


exhibitors of cinematograph films and for the making 
from the proceeds thereof of payments to, or for the 
benefit of, makers of British cinematograph films and 
to the Children’s Film Foundation Limited; to amend 
the law relating to the functions and finances of the 


| An Act to provide for the imposition of a levy on. 
rp 


." National Film Finance Corporation; to extend the - 


* period during which, under Section one of the Cine- 
matograph Films Act, 1948, the inclusion of British 
cinematograph films amongst registered films exhibited 
to the public in theatres in Great Britain is obligatory 
and increase the maximum amount of certain fees pay- 
able under the Cinematograph Films Act, 1938; and 
for purposes connected with the matters aforesaid.. 
Price 9d net. April 17th, 1957. 


Chapter 22: White Fish and Herring 
Industries Act, 1957 
An Act to amend the provisions of the White Fish and 
~ Herring Industries Act, 1953, relating to grants by the 
White Fish Authority and the Herring Industry Board 
towards new vessels and engines and to the white fish 
subsidy; to provide a subsidy iri respect of herring; 
and for purposes connected with the matters aforesaid. 
Price 8d net. April 17th, 1957. 


Chapter 23: Export Guarantees Act, 1957 
An Act to amend the Export Guarantees. Ácts, 1949 


to 1952. 
June 6th, 1957. 


Price 3d. net. 
. Chapter 24: House of Commons Members’ 
Fund Act, 1957 - 
Àn Act to authorize the payment out of moneys 
xovided by Parliament of annual contributions 
owards the House of Commons Members’ Fund and 
0. E the powers of investment of the trustees of 


` June óth, 1957. 


"d Chapter 25: Rent Act, 1957 

to amend the Rent and Mortgage Interest 
ctions Acts, 1920 to 1939, the Rent of Furnished 
es Control (Scotland) Act, 1943, the Furnished 
uses (Rent Control) Act, 1946, the Housing 
epairs and Rents) (Scotland) Act, 1954, and certain 
“other enactments relating to the control of rents and 
'( the right to retain possession of houses; to provide a 
"Aminimum length for notice to terminate residential 
A d for purposes connected with the matters 


AG 
June 6th, 1957. 


hapter 26: National Insurance Act, 1957 
? Act to provide for modifying the provisions of the 
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New Legislation 
All new Acts are noted in this* column, d URL. 
l of interest to the profession. The date given indicates when an Act received the Royal Assent 
| or when a Statutory Instrument becomes effective: Copies of either may be obtained through 
27—28 GE Street, London, ECa; i 
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are treated as having retired; to amend the conditions 
of. entitlement to certain benefits payable out of the 
National Insurance Fund or the Industrial Injuries 
Fund; to provide for an additional. description of : 


: benefit under the aforesaid Act in respect of a child; 


to amend the provisions of that Act as to contributions 
in respect of periods as an insured person under the 
age of sixteen; and for purposes connected with the 


matters aforesaid. 
June 6th, 1957. 


Price 9d net. 
Chapter 28: Dentists Act, 1957 
An Act to consolidate the enactments relating to 
dentists and other dental workers with corrections 
and improvements authorized under the Consolidation 
of Enactments (Procedure) Act, 1949. -> -` 
June 6th, 1957. 


Price Is Od net. 

Chapter 29: Magistrates’ Courts Act, 1957 
An Act to make provision for persons charged with 
certain summary offences to plead guilty without 
appearing before the court; to provide for the proof 


before magistrates! courts of certain matters; to restrict 


the power of such courts to issue a warrant of the 
arrest of an accused person on his failing to appear; to 
extend the power of such courts with respect to the 
mitigation of penalities; and for other purposes con- 
nected with the purposes aforesaid, 

l June 6th, 1957. 


Price 6d net. 
Chapter 30: Church of Scotland (Property and 
` Endowments) Act, 1957 
An Act to amend section thirty-six of the Church of 
Scotland (Property and Endowments) Act, 1925, in 
its application to benefices with more than one 
incumbency. l l 
Price 3d net. “June 6th, 1957: 
Chapter 31: NEE Liability Act, 1957 

An Act to amend the law of England and Wales as to 
the liability of occupiers and others for injury or 
damage resulting to persons or goods lawfully on any 
land or other property from dangers due to the state 
of the property or to things done or omitted to be 
done there, to make provision as to the operation in 
relation to the Crown of laws made by the Parliament 
of Northern Ireland for similar purposes or otherwise 
amending the law of tort, and for purposes connected 


therewith. 
Price 6d net. | June 6th, 1957. 
Chapter 32: Naval and Marine Reserves Pay 


Act, 1957 
An Act to make further provision with respect to the 
pay, bounty and allowances of offices and men of the 
naval and marine reserves (iricluding officers of reserve 
to the royal navy) and for purposes connected there- 
with! 


Pc dint ` June 6th, 1957. 
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The Accountant 
INDEX TO Vor. CXXXVI: JANUARY-]UNE 1957 
The general index to this volume - January to-June 
1957, Vol. CXXXVI- will be published with the 
first part of the next volume, dated July 6th, 1957. 
The parts of this volume should therefore not be 
sent for binding until the index has been added. 


PERSONAL 


Messrs C. W, Sruart and R. S. Srewarr, Chartered 
Accountants, practising under the style of LAWRIE, 
Propuet & Co, P.O. Box 93, Kampala, Uganda, 
announce that as from July ist, 1957, they are 
admitting to partnership Mr I. D. HUNTER, F.c.a. 


. Messrs W. S. CUNLIFFE & Co, Incorporated Account- 
ants, announce that as from June 12th, 1957, they have 
removed their offices from 7 Cheapside, Manchester, 
2, to 378 Stockport Road, Manchester, 12. Telephone: 
Ardwick 6687. 


PROFESSIONAL NOTES 


. Mr R. Pitfield-Perry, A.C.A., assistant accountant of 
the Zurich Insurance Co and The Bedford General 
Ínsurance Co Ltd, has been appointed assistant 
secretary as from July ist, 1957. 

Mr D. R. B. Steel, a.c.a., has been appointed 
assistant accountant of the Zurich Insurance Co and 
The Bedford General Insurance Co Ltd as from 
July 1st, 1957. 

Mr Alan D. Coventry, A.C.A., F.C.W.A., has been 
appointed adviser on costing and management tech- 
niques for the Industrial and Commercial Finance 
Corporation Ltd. ' 

Alderman E. Ewart Pearce, M.B.E., J.P., F.S.A.A., à 
past president of the Incorporated Accountants’ 
South Wales and Monmouthshire District Society, 
has been re-elected chairman of the Finance Com- 
mittee of Cardiff City Council. 


DISTRIBUTION OF HUNGARIAN 
PROPERTY i 


The Board of Trade have announced that the adminis- 
trator of Hungarian property is about to pay out of 
Hungarian assets in the United Kingdom a dividend 
at the rate of 41d in the £, to claimants in the distribu- 
tion whose claims have been established by the ad- 
ministrator under the Treasury directions of August 
6th, 1954. This is a first and final dividend and exhausts 
the assets available for distribution to British creditors. 
Payment will commence shortly. 


RAILWAY MERCHANDISE CHARGES 
SCHEME | 
A booklet entitled Goods by Railway, outlining the 
railway merchandise charges scheme, which comes into 
operation on July rst, has been issued by the British 
Transport Commission.’ The charges under the’ new 
scheme were examined in an article by Mr C. R. 
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Notes and Notices 


‘charge of 1s. 





















Saville Smith, A.M.INST.T., M.LT.A., ALIA., in 
Accountant, of March 2nd, 1957. 

. The keynote of the new scheme is flexibility and th 
Commission will charge .commercial prices in th 
course of competition with other providers of transpo 
or when inducing traders to use the railway instead 
their own vehicles. Copies of the scheme may. bi.. 
obtained from Her Majesty's Stationery Office, at 


SOUTH EASTERN SOCIETY OF . 
CHARTERED ACCOUNTANTS 


At the recent annual meeting of the South Easte 
Society of Chartered Accountants the followi 
officers and committee were elected for the ena 
yeat: 

— President: Mr P. D. Irons, B.COM., A.C.A., F.C.W.A. 
Vice-President: Mr A. G. J. Horton-Stephens, F.c.a. 
Hon. Treasurer: Mx J. H. Mitchener, F.c.A. 

Hon. Secretary: Mr D. H. 'Tonkinson, F.c.a., Edmonda ` 
& Co, 13 Liverpool Gardens, Worthing. Telephone: . 
Worthing 699. ied 


Hon. Auditor: Mr B. J. Westwood, A.C.A. Md 
Committee: Mr R. McNeil, F.C.4. (a member of the ‘ 
Council of the Institute), Mr H. A. Kinney, F.c.A. 
(immediate Past-President of the Society); Messrs 
F. W. Bright, F.C.A. (Isle of Wight), E. W. P. Broad, 
OTD, RCA. (Tunbridge Wells), F. C. Davey, F.c.a. 


F.C.A, (Bri 
D. J.G 


(East Grinstead), R. D. Pearce, F.C.A. 
A. S. Watson, F.c.a. (Southampton), G. 
F.c.A. (Brighton), W. R. Young, F.c.a. (Canterbury). 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 

The monthly meeting for Bible reading and prayer 
will be held at 12.30 p.m. next Monday, July rst, 
in the vestry at St Mary Woolnoth Church, Lombard 
Street, EC3. The scripture for reading and thought 
will be the parable of the man who said and the man 
who did. (St Matthew, xxi. 28-32.) 


THE INSTITUTE OF INTERNAL AN 
LoNDON CHAPTER 

At the annual meeting of The Institute 49 
Auditors’ London Chapter on June rath, th % 
Chapter officers were elected for the ensuing 
President: Mr J. O. Davies, F.C.A. l 

Vice-President: Mr G. W. Moyse, A.C.A. 
Secretary: Mr R. P. Tester, C.A. S 
Assistant Secretary: Mr E. N. Judge, a.c.w.a. . Ke 
Treasurer: Mr F. Sinha. ; “ty 

Governors: Mr R. G. Nicholson, c.4., Mr R. E o 
AA.C.C.A., Mr J. Shannon, F.C.w.A. à 
The list of appointments includes three go 
covering the vacancies arising from the retirem 
two pocos at the end of their term and the appoi l 
ment of an additional governor by reason of T ee 
creased membership of the Chapter? í Ee 
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